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December 23 

The spilt in the Congress(S) in Kerala 
was complete when a majority faction 
in the Pradesh Congress (S) led by 
State President A. K> Antony formally 
became a partner of the Congres$(I)-led 
United Democratic Front, in total de¬ 
fiance of the Congrcss(S) Working Com¬ 
mittee directives and warnings from 
Party President Sharad Pawar. 

The pound sterling has become cost¬ 
lier by five paise following the devalua¬ 
tion of the rupee by 0,29 per cent. 
RBI has fixed the new middle rate at 
Rs 17.25 per pound against the previous 
rate of Rjs 17.20 per pound. 

Sheikh Abdullah emphasised that ft 
was up to his Government to ‘sponsor’ 
a Chief Justice for the State “under 
the Constitution of the State of Jammu 
and Kashmir.” 

December 24 

The ludo-Soviet trade protocol for 
1982 signed. It envisages a trade 
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turnover of Rs 3,260 erores against 
the 1931 projection of Rs 2,940 erores, 
thereby representing a growth of about 
11 per cent. 

The Agriculture and Civil Supplies 

Minister, Rao Bircndra Singh, said that 
the possibility of extending voluntary 
price controls to more items of mass 
consumption would be explored. 

India and the United Arab Emirates 
have formally agreed to lay a submarine 
cable between the two countries across 
the Arabian Sea to complete “the girdle 
of cable link around the world.” 
December 25 

India and the UK have entered into 

a convention for the avoidance of 
double taxation and prevention of tax 
evasion with respect to income and 
capital gains tax. 

The Reserve Bank of India will en¬ 
hance credit limit to textile mills to 
ensure that no cotton textile mill downs 
its shutters for want of funds. 


As many *9 MJW Arsons were 
rested and commodities woltjl 
Rs 16 erores seized under the Essential 
Commodities Act, 1955, during the first 
six months of 1981. 

December 26 

Net receipts of external assistance; 
during 1981-82 will be Rs 200 erores 
less than the Budget estimate, accord¬ 
ing to the Government’s latest assess¬ 
ment. 

The total rice procurement so far 
has nearly touched the five million- 
tonne mark. 

December 27 

The All-Assam Students Union(AASU) 
and the All-Assam Gana Sangram Pari- 
shad (AAGSP) on Sunday started a 
new month-long phase of their agitation 
with a two-day wall writing and poster 
programme throughout the State. 
December 28 

In the absence of the Bharatiya JanAta 

Party, three other political parties-^ the 
1 ok Dal, Janata Party and Congre$s(S) 
—decided to set up a committee td 
hammer out a strategy for the proposed 
‘‘joint action” on issues like corruption 
and price-bike. 

A full meeting of the Planning Com¬ 
mission decided to rearrange Plan pri¬ 
orities by giving greater emphasis to the 
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development of the petroleum and power 
sectors while whittling down some other 
programmes. 

An eight-member Cabinet headed by 

the Congress-1 leader, Mr K. KarunH- 
karan, took office in Kerala. 

December 29 

Blaming Moscow directly for the 
present trouble in Poland, President 
Reagan announced a number of eco¬ 
nomic sanctions against the Soviet 
Union and warned that if the repression 
did not stop he would take some 
additional measures. 
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Death of the Sixth Plan 


TThb Sixth Plan is dead, killed by a resources failure. After very stiff increases in freight rates in 1981, it is doubtful if 
suffering a series of coronary attacks on this account— they will muster more than a nominal surplus in 1981*82. 
through inflation, inefficiency, rising defence bills and falling aid Total resource mobilisation by the Railways through the two 
receipts—the patient has given up the ghost. Mr Venkataraman increases adds up to Rs 660 crores in a full year, to which 
Said qn assuming office that he was entirely against a rolling has to be added Rs 40 crores on account of rationalisation 
Plan. We now have a Plan that must be rolling in its grave. and rounding off done in mid-year. Any organisation which 

No Government likes to announce the burial of a Plan touches the pockets of consumers to the tune of Rs 700 crores 
and its replacement by a sub-compact version. It is poli- in a full year should be flush with cash. Instead the Railways 
tically expedient to pretend that the new version is much the are struggling to get out of the red. They started with a base 
same as the old one, as the core is intact. But the resources year deficit of perhaps Rs 150 crores, and expenses have risen 
squeeze is so severe that it is now doubtful whether even by Rs 245 crores, thanks to post-budget developments like 
the original core will survive unscathed. The new core— higher fuel prices. Dearness allowance continues to be a 

* which is nowhere mentioned in the Plan—happens to be headache. 

defence. Developmental spending will therefore have to The Railways had asked for a budgetary allocation of 
■ suffer, and it takes little imagination to see that social Rs 1,300 crores for its annual Plan for 1982-83. This was 
services will suffer most. The Government is cloaking perhaps an inflated figure, but it is worth recalling that the 
v the resources problem by announcing that the Annual Plan Plan outlay this year was Rs 980 crores, and there has been 
;; for 1982-83 will concentrate on productivity. No doubt plenty of inflation since then. The Planning Commission is 
there is an urgent need to increase productivity, and in the repoited to have slashed the budget allocation for 1982-83 to 
,short run this can yield much more than investment. Indeed, just Rs 550 crores. This will, of course, be supplemented 

* without high productivity we will eternally be short of by the Railways* own depreciation fund and internal sur- 

i funds. But it is worth mentioning that improved produc- pluses. But it looks as though even stiffer fares and freight 
! tivity is already assumed in the Sixth Plan document. No- rates will be needed if the Railways are to get anywhere near 
V, where does it assume that the public sector or economy as the Sixth Plan investment target in real terms. The Plan 
: a whole will perform inefficiently. To this extent the Govern- called for nearly one lakh new wagons, and a major replace¬ 
ment cannot now pretend that productivity is a substitute ment scheme for sick wagons. According to the Economic 
for investment. The country needs both, and at present has Times, there are now doubts if the fresh wagon acquisition 
neither—not in adequate measure, that is. In the last few will exceed 25,000, given Railway finances. Primary track 
years, the Government has sought to bridge the resources replacement of up to 8,000 kilometres is needed; it is now 
gap through deficit financing on a major scale. Apart from difficult to see even half this task being accomplished, 
causing inflation, which in the medium run is self-defeating, The state of affairs is worse in the case of power, a sector 
this tactic is no longer open to us. We have taken a loan where Plan investment is higher than in the whole of industry, 
of 5.7 billion dollars from the International Monetary Fund state Electricity Boards are so deep in the red that they 

which puts ceilings on credit to the Government. Faced cannot even pay suppliers of heavy electrical equipment and 

with the need to balance its books, the Government has been cables. State Governments arc notoriously reluctant to raise 
obliged to slash Plan spending. power rates, and have no intention of implementing the 

The Sixth Plan postulated a public sector outlay of Rajadhyaksha Committee’s norm of a 15 per cent return. 
Rs 97,500 crores at 1979-80 prices. Given the inflation Construction of new projects is shoddy and slippages run 
since then, the outlay should be around Rs 130,000 crores into years, so that new capacity is well behind schedule, 
in current prices. In fact the outlay in the first year of the Power is such an important sector that the Centre is raising 
Plan was Rs 14,593 crores and in the second year is supposed outlays. But unless the internal geheration of funds comes 

to beRs 17,479 crores. This adds up to a total of less than a up to expectations, there will inevitably be problems. The 

quarter of the five-year outlay with two years gone. Nor is only silver lining, if it be called that, is the fact that the 
there any prospect of acceleration next year—inflation conti- shortfall in resources and slippages in construction might 
nues to erode the resource-base, and despite major price match each other, so that the evils overlap instead of being 
increases the public sector docs not yield sufficient surpluses, 'cumulative. 

The Railways prove this to the; hilt. They are all set to One sector which will not suffer for want of resources is 
break records in freight carried this year. Yet despite two oil. Indeed, the accelerated programme for developing 
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oji oil (&* *1*» on power,' tiougtt fot different reasons). the 
trebling of the crude oil price in sununer still left the price at 
f*18 dollars per barrel, a Utile more than half the international 
bate. But the trebling means the mobilisation of an addi¬ 
tional Rs 5000 croies in the Sixth Plan, much of which will 
go to the Government in the form of taxes. Higher internal 
accruals to the ONGC mean that Government funds can be 
diverted to other sectors. But the example of the Railways 
shows that the diversion may simply be to non-Plan spending. 

Nobody knows precisely how much money is being gobbled 
up by defence—budget figures are apparently not the whole 
story. The Soviet ciedit for the two billion rouble arms 
package signed in 1980 has not shown up in the budget or 
any other financial statement. Pakistan claims that India 
is planning to spend 14 billion dollars m the next five years. 
This must be an exaggeration, and Indian officials have 
denied it. But even while denying it, they claim that Pakistan 
,is planning to acquire eight billion dollars worth of arms, 
and that India must combat it. In any language this adds 
up to a mammoth defence spending 


The foreign pld scene is looking bleaker than ever. The 
Economic Affairs Secretary, Mr R.N. Malhotra, is hopeful 
that the shortfall in aid from IDA will be made up by higher 
IBRD loans—which means in effect at higher rates of in¬ 
terest. But this is far from ccitain. Bilateral aid is bound 
to fail in real terms. The Eurodollar market is willing to 
lend money. But since wc have hud difficulty in the past in 
servicing even soft loans, it is worth asking whether wc can 
* really afford to lunge into commercial borrowing at 16 to 20 
per cent per year. Th<* promise of Bombay High means that 
vety high returns will be available, and effectively in foreign 
exchange, in the next few years on investment in oil. This 
seems to justify, in part anyway, the argument for commercial 
borrowing. 

The IMF loan, it is now known, is partly supposed to take 
care of a fall in aid. But the IMF loan cannot enter the 
budget—it goes straight into the coffers of the Reserve Bank. 
And IMF criteria put a limit on what the Government can 
borrow from the RBI. It would be interesting to sec if the 
pundits can find a way round this. If so, they would have 
gone a fuir way towards easing the squeeze on resources. 


Two Cheers for the Revised MFA 


Tm PROioro’ signed in Geneva on December 22, extending 
the Multi-Fibre Agicement up to July 31, 1986, marks Ihiec 
crucial departures from the 1977 arrangement. Firstly, the 
initating “reasonable departures” clause has been dropped. 
Secondly, the other departures from the agreement have been 
circumscribed: the applicable restrictions will be confined 
primarily to the predominent exporters—Hong Kong, South 
Koiea and Macao -not through unilateral action on the part 
of the importing nations but through consultations with the 
exporting countiics. Thirdly, txports of cotton textiles from 
cotton producing exporting developing countries are to be 
given special consideration: so also is the treatment to be 
accorded to the exports of new entrants and small suppliers. 
Any restraints etvisaged on exports are to be applied to these 
countries sparingly. These are distinct gains from the point 
of view of the developing countries in general and from the 
viewpoint of India, Pakistan and Egypt (cotton producing 
countries) in particular. The developing nations, through 
their cooidinated endeavour, have as well been successful in 
delinking the finalisation of the new arrangement from 
bilateral agreements. The latter are to follow the multilateral 
arrangement instead of preceding it as in 1977. The 1981 
bilateral agreements have beeo extended for 1982 on the under¬ 
standing that either party can seek revisions after the revised 
MFA is endorsed by the participants. 

The hardliners among the importing countries—France, 
Italy and the United Kingdom—of course, have been able 
to get incorporated into the new MFA a recession clause under 
which safeguards against imports might be called for. But 
the rigours of this clause have been whittled down not in¬ 
considerably by the qualification introduced at the suggestion 


of the developing nations that technological advances and 
changes in consumer preferences may as well be elements 
contributing to decline in the rate of growth of per capita 
consumption. This issue too is to be sorted out through 
mutual consultations and negotiations. With a view to obviat* 
ing difficulties arising out of differences in the interpretation of 
the definition of market disruption contained in annex A of the 
agreement, it has been stipulated that requests for action for 
discipline have to be accompanied by relevant specific factual 
information to the Textile Surveillance Body. Provision of 
equitable and quantifiable compensation to the exporting 
countries in the form of more liberal quota for another itenk 
has also been agreed to in case damage to the domestic 
industry of an importing country necessitates curtailment of 
imports of any particular item. 

How far the above improvements will actually benefit 
countries like India* however, will depend on the bilateral 
agreements which are to be concluded this year. The 
possibility of importing countries trying to wrest undue con* 
cessions by putting up unnecessary toad blocks in bilateral 
negotiations cannot be ruled out. The Chief EEC negotiator 
has already warned that if bilateral agreements are not satfc* 
factory, “EEC shall be unable to continue to participate in 
the MFA”. it is not perhaps fully realised that disruption to 
maikets in the importing countries result more from the 
unrestricted imports from the developed countries themselves 
rather than from the regulated shipments from the developing 
nations. The revised MFA can serve the objective of ensuring 
a judicious expansion of world textile trade for the benefit of 
the developing countries only if it is implemented in the spirit 
it has been finalised. 
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Economic Analysis 


Why Farmers Shun Fertilisers 

I. Z. Bhatty 


Through a sample survey of about 
22,000 farm households conducted in 
1975-76 and 1976-77, NCAER probed 
into the reasons for farmers not using 
fertilisers. The question, why do you 
not use fertilisers? was asked to those 
farmers who were not using fertilisers, 
and their responses were tabulated. 
The principal reasons given by them 
are presented in the table here. 

As one might expect the most im¬ 
portant reason for not using fertilisers 
is the non-availability of irrigation. 
Nearly half the farmers not using 
fertilisers did not do so because irri¬ 
gation was not available to them. 
The proportion varies from State to 
State reflecting the availability of 
water resources and their exploitation. 
One also finds some variation in the 
availability of irrigation in the same 
State by farm size categories. How¬ 
ever, the pattern is not uniform, al¬ 
though marginal and small farmers 
seem to have less access to irrigation 
in larger proportion of States. 

While non-availability of irrigation 
is a physical constraint, it is more 
interesting to note that about 21 per 
Cent of the farmers did not use ferti¬ 
lisers either because they were unaware 
of their use function (10.8 %) or they 
believed its use to be harmful (9.8%). 
Whereas in several States bigger far¬ 
mers (10 acres and above) did not 
indicate lack of awareness of fertiliser 
use as a reason for not using fertili¬ 
sers, this reason was given by the smal¬ 
ler farmers in most States. One notices 
a high percentage among the marginal 
farmers and small farmers in Rajas¬ 
than and Orissa, Jammu & Kashmir, 
Karnataka and Gujarat. Inter¬ 
estingly, however, there are States in 


which the large farmers are equally, 
if not more, ignorant of the use of 
fertilisers. The belief that the use of 
fertilisers is harmful to the soil seems 
to be particularly prevalent among the 
smaller farmers in Kerala, Bihar, 
Uttar Pradesh and West Bengal. 
Again interestingly in Haryana and 
Gujarat a very substantial proportion 
of large farmers also believe that the 
use of fertilisers is harmful to the 
soil. 


Among those who are aware of the 
use of fertilisers and do not believe 
that its use is harmful to the soil, 
there was a substantial proportion who 
do not use fertilisers because of non¬ 
availability of credit. If we disregard 
farmers who do not use fertili¬ 
sers out of ignorance and those 
who arc physically constrained by 
the absence of irrigation, credit 
seems to be the most important reason 
for not using fertilisers. Here, again, 


Distribution of Households not Using Fertiliser by principal Reasons 
for Non-Use: 1975-76 

(Percentages) 


State Not aware 

of fertili¬ 
sers 

Consider 
fertiliser 
harmful 
to soil 

Non-avail 
ability of 
credit for 
fertiliser 

• No facility Others* 
for irriga¬ 
tion 

Total 

Andhra Pradesh 

3.9 

1.2 

28.0 

54.2 

12.7 

100.0 

Assam 

8.9 

10.5 

30.2 

29.7 

20.7 

100.0 

Bihar 

12.4 

17.8 

7.7 

46.4 

15.7 

100.0 

Gujarat 

5.9 

17.2 

42.7 

20.9 

13.3 

100.0 

Haryana 

2.1 

22 3 

12.1 

49.6 

13.9 

100.0 

Himachal Pradesh 

2.2 

3.0 

8.0 

82.3 

4.5 

100.0 

Jammu & Kashmir 

12.5 

4.6 

24.4 

53.4 

5.1 

100.0 

Karnataka 

6.7 

0.4 

7.5 

75.7 

9.7 

100.0 

Kerala 

4.5 

38.0 

27.4 

18.4 

11.7 

100.0 

Madhya Pradesh 

8.1 

2.1 

10.6 

71.8 

7.4 

100.0 

Maharashtra 

8.1 

1.8 

400 

43.6 

6.5 

100.0 

Orissa 

22.1 

3.8 

5.4 

59.5 

9.2 

100.0 

Punjab 

11.7 

7.8 

41.3 

17.4 

21.8 

100.0 

Rajasthan 

28.0 

12.6 

6.7 

45.2 

7.5 

100.0 

Tamil Nadu 

3.5 

7.5 

8.7 

71.6 

8.7 

100.0 

Uttar Pradesh 

12.3 

16.6 

21.6 

35.7 

13.8 

100.0 

West Bengal 

3.8 

13.6 

14.2 

31.9 

36.5 

100.0 

India 

108 

9.8 

17.5 

48.1 

13.8 

100.0 
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* Include such reasons as non-availability of fertiliser in time, fertiliser 
outlet being located* too far, uncertainty about profitability of using fertili¬ 
ser etc. 
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farmers do not find credit ai a cons¬ 
traint, although in some States they 
too regard it as a limiting fector. 
Among the smaller farmers this acts 
as a constraint for a lesser or larger 
proportion in all States. The propor¬ 
tion in some States is significantly 
larger than the average for the coun¬ 
try. 

Non-availability of fertiliser, which 
reflects physical accessibility to a 
source of fertiliser supply, docs not 
seem to be an important inhibiting 
factor in most States except perhaps 
Rajasthan and Orissa 

On top of this information on the 
reasons for non-usc of fertilisers, one 
must superimpose the fact that, 72 
per cent of the farmers with holdings 
less than 2 hectares do not use fertili¬ 
sers, whereas the comparable propor¬ 
tion for farmers with holdings exceed¬ 
ing 4hcctares is 12 percent. Also signi¬ 
ficant is the fact that small farmers, who 
use fertilisers apply a larger dose per 
hectare than do bigger farmers, indi¬ 
cating that once a small farmer is 
enabled to use fertilisers he is likely 
to use them more intensively. 

Problems which inhibit a faster 
growth in fertilise! use m Indian agri¬ 
culture pertain to two areas the phy¬ 
sical and the institutional. The most 
important physical problem is the 
non availability of irrigation. The 
answer to this problem is largely in 
the hands of the Government which is 
largely responsible for the develop¬ 
ment of irrigation facilities. Where 
ground water resources are available 
in relative abundance and under 
usable conditions private effort is also 
relevant, although, due to the relati¬ 
vely heavy investment involved, de¬ 
pendent on the supply of adequate 
term finance. Electricity required for 
running pumps is also under the con¬ 
trol of the Government, so also the 
supply of diesel oil. High priority is 
given to irrigation under the Sixth 
Plan and the area under irrigation is 
being extended. However, shortages 


hnva 

scarcities plague dh 
time to time. 

The distance frott a source of 
fertiliser supply did not emerge in the 
NCAER survey as a significant factor 
in determining the rate of fertiliser 
application in most States, and though 
non-avaiiabihty of fertilisers was 
stated as the reason by some farmers 
for the non-use of fertilisers, their 
proportion was small. Still an exa¬ 
mination of the network of fertiliser 
outlets would show gaps, indicating 
areas where the access to fertilisers 
must be a problem 

Notwithstanding the importance of 
these physical problems, much boost 
can be given to Fertiliser consump¬ 
tion by looking into the institu¬ 
tional pioblems. The first of these 
relates to the still widespiead igno¬ 
rance about the use or use value of 
fertilisers. Indeed this does not 
speak well of the utilisation of ex¬ 
tension service which has been in 
active operation now for more than 
twentyfive years. The extensive ser¬ 
vice as it operates today relics heavily 
on VI Ws who, m their turn can only 
transmit information and not the 
wherewithal to enable the fanners to 
act upon it—a feature which lcduced 
their effectiveness and even credibility 
The innovation ol the T & V system 
is meant to impiovethe quality of 
information transmitted to the farmers 
and to utilise the farmers themselves 
to act as a souiec of information to 
other farmers. 5,1 However, the system 
has not opeiatcd yu as designed and 
suffers from the persistence of tradi¬ 
tional attitudes and approaches. 

The basic appioach of the T & V 
system of extension is m the right 


fc It was found in the NCAI R Suivcv ilhit 
lh‘ pioportion of i iimets who restive infot 
mation icgardn g tht use oi feiuliscii fiom 
othci farmers is gcneiatly higher among 
agriculturally more developed Stales than 
oihers, reflecting the impoilance ot the iole 
ol farmers themsehe* as eunois of infoj- 
mation. 


W be effective it must t 
conviction, without J 
it to merge with the existing 1 

_‘ imk OXkty superficial difib" X 

rm&wu ' 6f particular importance is $ 
to embark upon a special programme 
designed specifically to reach these 
farmers who are still ignorant of the 
use of fertilisers. At this stage this 
might be more important than funnel¬ 
ling advanced information to those 
farmeis who arc already using ferti¬ 
lisers. 

Other areas of impovementin the 
extension services would be (a) a 
better feedback of economic data 
from farms to make recommendations 
emanating from research stations 
more realistic for field applications 
and(b) a closer integration between 
the extension services and the delivery 
system of inputs. 

Non-availability of credit is another 
pioblem which draws attention to the 
efficiency with which institutional 
souiccs foi credit, specially short-term 
credit, function Whether the source 
is cooperative societies or banks 
their reach seems to be considerably 
limited in relation to the demand for 
credit. It is particularly limited with 
respect to small farmers. Keeping in 
mind that 72 per cent of the small 
farmers do not use fertilisers and a 
good many of them do not do so for 
lack of credit, inadequacy of insti¬ 
tutional arrangements to reach them 
must b.' viewed as an important prob¬ 
lem in the way of mci casing the con¬ 
sumption of fertilisers in the country. 
What is required to start with, of 
course, is to enlarge the supply of credit, 
whether through the cooperative or 
bank channels. The other is to make 
the sources of ciedit more approach¬ 
able and less formidable in terms of 
proccduics, etc. Yet another would 
be to look into the security require¬ 
ments and repayment conditions spe¬ 
cially in the case of banks, and with 
respect to small farmer borrowers. 

[Ihis is fiom a paper presented at the 
leitiJi/crs Association of India's Scnunat in 
December P>8I] 
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DRI—Success in Madras Slums 


Massive investment in development pro¬ 
grammes under the aegis of planning 
notwithstanding, the economic conditions 
of the poor in the country continued to 
deteriorate over the years. The assump¬ 
tion implicit in planning that the benefits 
of economic growth will percolate to the 
masses was found to be untenable. In¬ 
dependent studies on the impact of plan¬ 
ning on distribution of income have 
demonstrated that the fruits of develop¬ 
ment have not been equitably shared by 
different segments of the population and 
€i.*t the poorest have benefited the least 
fiom economic growth. The study car¬ 
ried out by the Reserve Bank on distri¬ 
bution of assets in rural areas and succes¬ 
sive Agricultural Labour Enquiries con¬ 
firmed the findings that the distribution 
of benefits of economic development was 
uneven with the rich becoming richer and 
the poor poorer. It was realised that 
economic development is meaningless if 
it does not help to improve the consump¬ 
tion level of the poorest in the country. 
Exercised over these disquieting findings, 
the Government veered round the view 
that emphasis on growth rate in Five 
Year Plans without concern for the wel¬ 
fare of the poor will not bring about the 
desired change in the distribution of 
national income. 

Assault on Poverty 

The realisation in the late sixties that 
sectoral or area approach to planning 
has serious limitation in bringing about 
more equitable distribution of productive 
assets led to formulation of measures 
which sought to make a direct assault on 
poverty in the country. Accordingly, 
special programmes, including Command 
Area Development Programme (CADP), 
Pesert Area Development Programme 
(DADP) and Drought Prone Area Pro¬ 
gramme (DPAP), aimed at ameliorating 
the economic conditions of the poor 
were launched for implementation in the 
seventies. Although these programmes 
Were area based, a major thrust of all 
these programmes was to extend the 
bex^fit of public investment to the small 
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and marginal farmers. Later on, more 
specific programmes through the estab¬ 
lishment of Small Farmers’ Development 
Agency (SFDA) and Marginal Farmers’ 
and Landless Labourers Development 
Programme were undertaken to raise 
their income. 

More recently, the Government laun¬ 
ched a more comprehensive programme 
known as Integrated Rural Development 
Programme with a view to augmenting 
tlie income of the poorest among the 
poor in the rural areas by engaging them 
in gainful occupations through the pro¬ 
vision of subsidy and financial support 
from commercial banks. 

Differential Rate 

All these progiammes formed part of 
Five Year Plans and were either entirely 
or partly financed from budgetary re¬ 
sources of the Government. Another 
programme designed to achieve the 
same objective of improving the eco¬ 
nomic conditions of the poor was 
initiated in the early seventies, out¬ 
side the Plan frame. Under the pro¬ 
gramme called DRI scheme, commercial 
banks were asked to deploy, to begin 
with, half a per cent and subsequently 
raised to one per cent of their total lend¬ 
ing to the weaker sections of the society 
to augment their income by engaging 
them in gainful economic activities 
through the provision of credit at 4 per 
cent rate of interest. The concessional 
interest rate was meant to lower the 
debt burden and make the scheme eco¬ 
nomically viable to the poor. Members 
of rural households with a family income 
of Rs 2000 per annum and those of semi- 
urban/urban households with a family 
income of Rs 3000 per annum are con¬ 
sidered eligible for loans at concessional 
rate of interest under the scheme. 

Towards the fulfilment of this socio¬ 
economic objective Bank of India has 
formulated specific schemes for different 
categories of target groups keeping in 
view their special needs and traditional 
skills and implemented them through the 
provision of credit purveyed through a 


large network of rural, semi-urban, urban 
and metropolitan branches. At the end 
of 1980, the bank’s advances under DRI 
scheme aggregated Rs 11.74 crorcs cover¬ 
ing 1.68 lakh beneficiaries and accounted 
for 0.97 per cent of total advances, thus 
almost touching the stipulated one per 
cent target. It is significant to note that 
advances under the scheme amounting to ; 
Rs 5.76 crores covering 92,605 scheduled ; 
castes/tribes represented 49 per cent of ' 
total DRI advances. 

Two Approaches 

In helping the weaker sections to aug- • 
ment their income and move above the > 
poverty line, the bank had pursued two : 
approaches. First, it identified eligible ,, 
beneficiaries and financed them directly, x 
for undertaking varied economic activi- : 
ties. Second, it sought to extend the 
coverage of the scheme to a large number i 
of eligible beneficiaries by collaborating 1 
with statutory corporations set up by, 
the State Governments for the welfare of. | 
the weaker sections and voluntary social | 
organisations engaged in aradioratifig|8 
the economic conditions of the poor by | 
organising them and promoting self-emp-f 
loyment through financial support fromv/i 
commercial banks. One of the schemes,-: 
aimed at improving the living conditions ( 
of the poor is being implemented by tW^ 
bank in collaboration with a voluntary^ 
women’s social organisation called Warfc$$ 
ing Womens’ Forum (Forum) in Madrd|| 
city - r 

Under the scheme launched in ApiSiS 
1978, the bank has been financing meifiil 
bers of the Forum to engage them in self# 
employment covering retail trading acti|| 
vities to augment their family income;! 
The Forum was set up by a lady social 
worker in Madras with the principal ob^ 
jective of uplifting the economic condkj 
tions of the poor women living in slum$| 
by engaging them in self-employmeni| 
through the provision of credit from pub$| 
lie sector banks. Along with economijjp 
betterment, the Forum seeks to brinjgf 
about social revolution by mobilising 
public opinion against dowry system an&j 
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untouchability and endbufaging inter- 
oaste marriages. 

The Forum soght financial support 
from the bank for its members to rais^ 
their income by keeping them engaged in 
retail trading activities and to encourage 
the aspiring ones to take up self-employ¬ 
ment. Considering their economic back¬ 
wardness and exploitation by private 
moneylenders, the bank has agreed to 
extend financial assistance to the mem¬ 
bers of the Forum to kc^p them engaged 
in self-employment. The Forum has in 
turn agreed to help the bank in identify¬ 
ing the beneficiaries collecting and sub¬ 
mitting loan applications and finally in 
"recovery of loans. The Forum also gave 
guarantee for repayment of loans. 

The bank has given loans ranging 
from Rs 200 to Rs 1000 to members of 
, the Forum to engage them in retail trad¬ 
ing activities including sale of idlis, rice, 
.fish, flowers, fruits, vegetables, sarees, 
cut pieces, etc. The loan meant for pur¬ 
chase of raw materials and various items 
of daily requirement carries an interest 
rate of 4 per cent per annum under DRI 
scheme. It is repayable in 10 monthly in¬ 
stalments. 

Evaluation Study 

Since the scheme has been in opera¬ 
tion for more than three years and had 
benefited about 2800 poor families living 
in slums, the bank was naturally eager to 
know the extent of benefit realised by 
the borrowers from the scheme. Accord¬ 
ingly, it was decided to undertake an 
evaluation study of the scheme to assess 
its impact on the borrowers and to as¬ 
certain the extent to which the income 
accrued to the borrowers enabled them 
to cross the poverty line. Another ob¬ 
jective of the study is to identify the 
problems faced by the Forum and the 
bunk in implementing the scheme and 
the borrowers in utilising the loans and 
realising the anticipated income. Finally, 
the study also seeks to assess the re¬ 
covery performance under the scheme. 

To undertake this study, a field survey 
covering 133 beneficiaries living in 10 
selected slum pockets of Madras city 
was carried out. The relevant data were 
obtained from the sample beneficiaries 
by personal interviews through a ques¬ 


tionnaire specially designed for the par- 
pose, The survey was undertaken in 
March 1981. 

According to survey data, 22 out of 
133 borrowers were engaged in selling 
cut pieces, 19 in selling vegetables, 14 in 
selling snacks, 10 in weaving and selling 
mats, 8 in selling idlis, 7 each in selling 
mutton/fish and fruits, 6 each in selling 
flowers and sarees and 5 in selling rice. 
Six borrowers were selling household 
articles in small stalls put up on the way 
side. The remaining were making a liv¬ 
ing by selling miscellaneous household 
items like papad, chilli powder, earthen 
wares, bcedis, etc. 

Loan to Working Women 

The loan given by the bank to working 
women varied from Rs 200 to Rs 1010 and 
averaged Rs 300 in 1980. Those engaged 
in selling idlis and shop keeping secured 
the lowest loan which averaged Rs 233 
per borrower and those engaged in sale 
of sarees received an average Joan of 
Rs 500 each. Of the 133 borrowers, 26 
had borrowed in three consecutive 
years, 69 in two consecutive years and 
the remaining had borrowed only once 
at the time of interview. 

Among the same beneficiaries, 99 were 
engaged in retail trading activities even 
before borrowing from the bank. For 
most of these beneficiaries, bank replac¬ 
ed private moneylenders as the principal 
source of finance. The remaining 34 
sample beneficiaries were initiated into 
trading activities by the Forum with the 
bank assistance. Within this category, 11 
were earning meagre wages from casual 
labour in the pre-borrowing period and 
the remaining were entirely dependent on 
their husbands’ income. 

It was also found that 29 sample bene¬ 
ficiaries were the sole bread-winners of 
their families. There were no other earn¬ 
ing members in the family. Thus, in 
these cases the bank loan helped them to 
eke out a living in a respectable manner. 

In the pre-borrowing period, private 
moneylenders were the principal source of 
finance for these self-employed women. 
Of the 99 borrowers engaged in self-emp¬ 
loyment even befdre borrowing from the 
bank, 73 were regularly borrowing from 
private moneylenders to run their trading 


' ''ictiiitiei'iilf interest rates ranging from 
100 to 120 per cent per annum. Eighteen 
beneficiaries raised their own resources 
and the remaining eight depended on' 
funds borrowed from neighbours and re* 
latives to carry on their trading acti¬ 
vities. 

Some lapse in observing the eligibility 
criterion appears to have been committed 
in financing the poor women under the 
scheme. According to the survey data, 
household income of 39 borrowers in 
the pre-borrowing period was above 
Rs 3000 per annum and hence they were 
not strictly eligible for bank loan under 
DRI scheme. It is clear that some bor¬ 
rowers appeared to have deliberately 
understated the household income in | 
order to obtain bank loan at concession- < 
al rate of interest. 

The study also revealed a few instances 
of diversion of bank loan for unproduc- ’ 
tive purposes. Altogether 24 borrowers 
had admitted that they had not fully uti¬ 
lised the loan for the purpose intended. 
Twenty-one of them had diverted a part 
of the loan for repayment of old debt, 
while the remaining three had spent it 
for consumption purposes. In view of 
the close link between household expen¬ 
diture and the amount invested in trading 
activities, diversion of bank loans to 
some extent appears to be unavoidable. 

Unwelcome Tendency 

A not so very encouraging finding of 
the study was that despite bank assis¬ 
tance some borrowers continued to bor¬ 
row from private moneylenders. Thirty- 
one beneficiaries had borrowed varying 
amounts from moneylenders in the post¬ 
borrowing period to meet unforeseen 
family expenditure arising from serious 
sickness, death, etc. in the family. In 
other words, even with the provision of 
bank loan at concessional rate of interest, 
private moneylenders have not complete¬ 
ly disappeared from the scene. 

The impact of bank finance has been 
assessed in two ways : first, by estimating 
the net income earned by the beneficiaries 
from various trading activities and 
second, by ascertaining the extent to 
which the additional income earned by 
the beneficiaries has helped them to 
move up the poverty line, As shown fay 
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'the "•waSlwl '99 
beneficiaries who were already engaged 
in self-employment in the pre-borrowing 
period to increase the scale of their 
business and earn a higher net income 
of Rs 7 per day in 1980 compared to 
Rs 4 per day in the pre-borrowing period. 
However, it mast be conceded that a 
significant part of the increase in earn¬ 
ing was the result of inflation in the 
country. Since April 1979 till December 
)980, the wholesale price index has 
increased by 32 per cent. Thus, in real 
terms, their earnings has increased by 
only two-thirds of the estimated increase 
in money income. 

Twenty-three beneficiaries who were 
vpt earning any income in the pre¬ 
borrowing period could earn an average 
income of Rs 5 per day in the post- 
borrowing period. This has enabled 
them to supplement the family income 
and improve their consumption level. 
As regards II beneficiaries, the net 
income earned from trading activities 
turned out to be Rs 6 per day compared 
to Rs 3 per day from wage employment 
in the pre-borrowing period. Thus, for 
these 34 beneficiaries, the bank finance 
has ensured a reasonal level of income 
from self-employment. 

Average Income 

Thus, for a majority of beneficiaries, 
average net income of Rs 7 per day 
from self-employment would imply a 
monthly income of Rs210. And after 
allowing for repayment of instalment 
estimated at Rs 30 per month, the bene¬ 
ficiaries were left with a net income of 
Rs 180 per month or approximately 
Rs 2200 per annum. This docs not 
include the indirect benefit accrued to 
them from low interest burden on bank 
loans compared to high interest rate 
charged by private moneylenders. If 
allowance is made for this factor, net 
income earned by the beneficiaries in 
the post-borrowing period will be still 
higher. Thus, the survey result has 
clearly demonstrated that the economic 
conditions of the urban poor can be 
improved significantly by promoting 
self-employment among them througb 
bank finance. 

As expected, tile beneficiaries utilised 
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the additional income earned front self- 
employment in the post-borrowing 
period for improving their standard of 
living. Two beneficiaries constructed 
new houses by investing Rs 10,000 from 
out of their savings and six more had 
renovated their houses by spending alto¬ 
gether Rs 6,000. Twenty-six borrowers 
repaid the old debt from out of the 
extra income earned. Thirty-six bor¬ 
rowers had reported that they had 
purchased household durables mainly 
utensils from the additional income. 
However, three beneficiaries expressed 
the view that lheir economic conditions 
did not improve even after borrowing 
from the bank. 

Perceptible Shift 

The bank assistance has also brought 
about a perceptible shift in the source 
of procurement of raw materials by the 
beneficiaries from retail to wholesale 
markets. In the pre-borrowing period, 
they were buying raw materials required 
to carry on their trading activities in 
small quantities relatively at higher 
prices from retail markets. With the 
availability of bank loin, many bene¬ 
ficiaries started procuring raw materials 
in bulk from wholesale markets, which 
enabled them to earn higher margin on 
sales. 

To a significant extent, the bank 
finance has contributed towards weaken¬ 
ing the hold of private moneylenders on 
the working women living in slums and 
consequently many beneficiaries felt 
relieved of the burden of high interest 
rates they were paying to moneylenders. 
Dependence on private moneylenders 
had denied them reaping the full bene¬ 
fit of their labour. Gradual replace¬ 
ment of private moneylenders by the 
bank as principal source of finance for 
their trading activities had indirectly 
increased their income because of the 
low interest rate charged by the bank. 

However, the banks’ efforts to raise 
the income of the beneficiaries above 
the poverty line met with only partial 
success. It was observed that income 
earned from self-employment enabled 
only 49 our of 133 borrower households 
to live above the poverty line. In other 
words, bank finance helped only about 
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42 per cent of the poor borrower 
families living id slums to achieve a 
significant improvement in their level of 
consumption. 

It was encouraging to find that the 
recovery of bank loans under the 
scheme was satisfactory. All the bene¬ 
ficiaries had fully repaid the loans 
borrowed in 1979, And for the loans 
borrowed in 1980, the recovery rate 
worked out to about 66 per cent till 
March 1981. Considering their pre¬ 
carious economic condition and ever* 
pressing need for money to meet the basic 
consumption needs, this recovery rate is 
appreciable. Of course, there were comp¬ 
laints of default in repayment by many 
borrowers who had availed of loan in 
the first year of the scheme. But it was 
mainly attributed to dishonesty of some 
group leaders who failed to deposit with 
the Forum the instalments collected 
from the boriowcrs. 

Inadequate Loans 

It is necessary to ensure that the loan 
given by the bank docs not fall short of 
the requirement of the borrowers for 
carrying on their trading activities. Many 
borrowers had expressed the view that , 
the loans extended by the bank were 
inadequate in the context of a sharp rise 
in the price level even to maintain their 
business activities at the existing levels. 
Moreover, some were keen to increase 
the scale of operation for which they 
require additional loans. The bank may 
therefore consider raising the minimum 
loan amount under the scheme in stages 
to Rs 500 keeping in view their repaying 
capacity. 

It cannot be said that the bank has 
completely succeeded in weaning the 
working women from the clutches of 
moneylenders as it was found that 
some beneficiaries continued to borrow 
from them to meet unforeseen expendi¬ 
ture arising from serious illness, death or 
marriage in the family. Since their 
income is low and saving is almost non¬ 
existent, they are forced to knock at the , 
door of moneylenders when they are up ' 
against a sudden and unexpected family : 
crisis. Such unforeseen family needs* ; 
should be taken into account while 
financing weaker sections under various , 
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; } schemes. For families in distress the 
bank should explore the feasibility of 
extending financial support against pledge 
pf ornaments. For jewel loans, the bank 
may stipulate a three-year repayment 
period. 

To keep the borrowers away from the 
influence of moneylenders, it is also 
necessary to ensure continuity of loan by 
reducing the time-gap between receipt of 
applications and disbursement of loans. 
Some members had complained of delay 
in releasing the loan by the bank. To 
avoid this problem, it is suggested that 
the Forum should collect loan applica¬ 
tions from the intending borrowers at 
least two months before the expiry 
period of the existing loan and submit 
them to the bank as soon as the loans 
are fully repaid After scrutinising the 
applications and assessing the loan 
requirements, the bank should disburse 
the loans without delay. For, consi¬ 
derable delay in disbursement of loans 
could drive the borrowers back into the 
fold of private moneylenders. 

Pressure on Forum 

Complaints of delay in remitting instal¬ 
ments by the Forum collected from the 
borrowers towards repayment of loans 
have been received from financing 
branches. No doubt, with the progressive 
rise in the number of members seeking 
bank assistance the pressure of adminis¬ 
trative work on the limited staff of the 
Forum has been mounting The Forum 
should make dll out efforts to tone up 
its administration in order to eliminate 
delay in submitting accounts to the bank. 
Such delay as shown by experience, 
widens the time lag between submission 
of loan applications by the borrowers 
and sanctioning of loans by the bank, 
often aggravating frustration among its 
members. 

The existing arrangement for recovery 
of loans mutually agreed upon by the 
bank and the Forum needs to be toned 
up. In the past, some cases of mis- 
appropriatioti of funds by group leaders 
have come to light. If preventive mea¬ 
sures arc not taken, occurrence of 
similar events cannot altogether be ruled 
out in the future. Under the existing 
arrangement, the borrowers pay the 


instalments to the group leaders without 
insistingon any receipt from them. Indeed, 
the borrowers have complete faith in the 
group leaders. But this faith could be 
misused as it happened in the past. One 
way to plug this loophole is by 
issuing pass books to each borrower in 
which they should be asked to make 
entries of payment made towards re¬ 
payment of loans duly countersigned by 
the group leaders. This arrangement 
will provide a safeguard against misappro¬ 
priation of funds by the group leaders 

Given the dispersed nature of trading 
activities engaged in by these beneficia¬ 
ries, small size of loan and large number 
of beneficiaries, it is a challenging task 
for the financing branches to keep per¬ 
sonal contact with every borrower. The 
minimum the branches should do in this 
regard is to keep in constant touch with 
the group leaders who are few in number 
by asking them to visit the branches 
periodically and apprise the managers 
about the performance of borrowers and 
progress of recovery so that timely action 
could be taken against the defaulters at 
an early stage. With the help of group 
leaders, the bank staff should periodically 
organise field visits and meet the bor¬ 
rowers individually and discuss with 
them their economic problems. Through 
such visits the bank can try to prevent 
divers'on of bank loans and keep a 
check on repayment of loans. This way 
the bank can also gradually establish 
direct contact with a sizeable segment 
of borrowers over the years and develop 
leadership quality among them. 

Considering the pool economic condi¬ 
tions in which the borrowers live and 
modest benefits realised by them from 
bank loans, there is much to commend 


about the scheme which 4mtm «*> 
couragement and wider coverage. The 
Forum is growing in popularity among 
housewives living in slums and its 
membership is increasing. It is increas¬ 
ingly flooded with applications from 
its members for loans for undertaking 
trading activities. No doubt, much more 
needs to be done to improve theeco* 
nomic conditions of the poor and conti¬ 
nued financial support from commercial 
banks is a 'must’ to strengthen this 
movement. The economic conditions 
of the weaker sections Jiving in slums 
could be improved only if all public 
sector banks join hands and share the 
responsibility with flank of India in imple¬ 
menting this and similar schemes for the 
benefit of slum dwellers in Madras city. 

In many cities of India slums have 
been proliferating due to steady flow of 
immigrants from rural areas in search 
of better economic prospects. This trend 
is likely to continue unchecked in the 
years ahead. But most of the immi¬ 
grants land up in shanty townships or 
dingy slums in cities and live in squalor 
and poverty. These families, however, 
can improve their economic and social 
status if the woman folk are motivated 
to take up some productive activities 
that ensure a regular stream of income 
for them through financial support from 
institutional agencies. In this regard, 
the ideals and achievements of the 
Forum stand out as a model for volun¬ 
tary social organisations in other cities 
to emulate and strive to improve the 
economic conditions of the urban poor 
through financial support from com¬ 
mercial banks. 


(This is an extract fu'in a study n i de for Bank 
of Indii ) 
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Courts and Government 


Two important judgements were deliver¬ 
ed last week by the Supreme Court 
upholding Government’s contentions. 
The first related to the National Security 
Act (NSA) and the second to the pay¬ 
ment of bonus to the employees of the 
life Insurance Corporation. 

| The National Security Act as well as 
|he ordinance issued earlier which was 
j* 'placed by this Act were upheld by a 
five-member Constitution Bench, headed 
by the Chief Justice, Mr V.V. Chandra- 
chud, although two judges, Mr Justice 
A.C. Gupta and Mr Justice V.D. 
Tulzapurkar differed from the Chief 
Justice and two other colleagues, Mr Jus¬ 
tice P.N* Bhagwati and Mr Justice D.A. 
Desai, on a few points. Mr Justice 
Gupta, however, dissented in his verdict 
on the ordinance. It, therefore, is diffi¬ 
cult to say whether the judgement in the 
case of the Act was unanimous: the 
verdict in the case of the ordinance, of 
course, was 4:1. 

The judgement warns that preventive 
detention laws like the NSA must be 
restricted in their application to “as few 
situations as possible”. If the provi¬ 
sions of the NSA are construed liberally, 
thi* could have “gave consequences to 
personal liberty”. 

Guideline* Laid 

The court has laid down guidelines on 
the use of the law in favour of detenus. 
While Mr Justice Gupta has issued 
mandatory directions in this regard, the 
other four members of the bench have 
refrained from doing so. 

The following are the main conclusions 
in brief of the Constituent bench: 

Every ordinance must comply with the 
requirements of Article 13(2). 

Section 1(2) of the 44th Amendment 
Act is valid. 

Section 3 of the 44th Amendment Act 


is not a part of the Constitution, since it 
has not yet been brought into force. 

No mandamus can be issued to the 
Central Government for bringing the 
provisions of Section 3 of the 44th 
Amendment Act into force. 

The failure of the Central Government 
to bring Section 3 of the 44th Amend¬ 
ment Act into force cannot, in the 
circumstances, be held to be mala fide. 

Prior Publicity 

No person can be detained with a view 
to preventing him from acting in any 
manner prejudical to the maintenance of 
supplies and services essential to the 
community “unless by a law or notifi¬ 
cation made or published fairly in ad¬ 
vance, the supplies and services, the 
maintenance of which is regarded as 
essential to the community and in respect 
of which the order of detention is pro¬ 
posed to be passed, are made known 
appropriately, to the public”. There 
were undoubtedly, some services, such as 
water, electricity, posts and telegraphs, 
hospitals,, railways, ports and road and 
air transport which are essential to the 
community at all times, but people have 
to be ^forewarned if new categories are 
to be added to the list of services which 
are commonly accepted as being essen¬ 
tial to the community. 

Normal rule must be that the detenu 
shall be kept in detention within the 
environs of the place where he ordinarily 
resides. The written intimation of the 
arrest of the detenu and of his transfer, 
if any, to any other place or places must 
be given to the members of his house¬ 
hold. 

The Central Government has been 
directed to take early steps to bring 
Section 3 of the 44th Amendment Act 
into force “or, even without doing so, 
amend Section 9 of NSA so as to bring 
it in line with Section 3 of the 44th 
Amendment Act”. 


The detenu is not entitled to present 
evidence before the advisory board, in 
rebuttal of the allegations against him. 
The duty and function of the advisory 
board is “to report (a) whether there 
was sufficient cause for the detention 
of the person concerned, when the 
order of detention was made and 
(b) whether or not there is suffi- 
cient cause for his detention on 
the date of the board’s report. It is for 
the detaining authority and not for the 
advisory board to decide whether the 
detention should continue after the date 
of the board’s report. The proceedings 
of the advisory board need not tie 
thrown open to the public. 

LIC Amendment 

The LIC Amendment Act, 1981, Was 
upheld by a three-member bench com¬ 
prising Mr Justice A.C. Gupta, Mr Jus¬ 
tice O.C. Reddy and Mr Justice R;SL 
Pathak. Mr Justice Reddy concurred 
with his colleagues but added a few 
points in his separate note. The rules! 
framed under the Act, however, have 
been given only prospective effect from 
February 2,1981. The judgement sayg 
that the provision in the Act regarding? 
bonus to class III and IV employees 
cannot operate retrospectively to nullify 
the terms of the 1974 agreement between;; 
the management and the employees,! 
The LIC employees, thus, will get bonu$; 
according to the 1974 agreement upto' 
February 1, 1981, and thereafter accord^ 
ing to the new rules. 

The Act and the rules framed under it 
had been challenged by LIC employees^ 
on various grounds. It was argued that! 
the rules framed and the Act violated 
equality before law; the Act was invalid!’ 
on the ground of excessive delegation op 
legislative functions; and it violated^ 
articles 19(l)(g)and 21 of the Constitur; 
tion. The Court rejected all these con¬ 
tentions. The Government had argued , 
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tfeat the Act was meant to streamline 
the wage structure. 

The above judgement, which has been 
#tyled by the LIC employees as anti¬ 
working class, apparently is of wide 
import for economic legislation, esp£» 
daily when retrospective effect is to be 
' sought to be given to any act. One 
such case relating to section 80J of 
Income-tax Act is awaiting Supreme 
Court’s verdict on a reference by the 
Government. Retrospective effect is 
involved in this case as well. 


•How Far is Vizag 
Target ? 


pH December 7, work came to a stand¬ 
still at the giant Visakhapatnam Steel 
: 3Want f the largest project now under 
’Construction in India. There had been 
good promise that this giant steel project, 
ultimately to have a capacity of 3 
.million tonnes of steel at an estimated 
<!#ttlHayof around Rs 3000 crores would 
be completed in a reasonably good 
:tiine. It remained a non-starter for 
g foil decade between the time Prime 
Minister Gandhi laid the foundation 
; stone with a lot of fanfare on a wintry 
‘morning almost a decade ago in 1971, 
gmd when work started last year. There 
Was promise of a good deal of assistance 
from the Soviets. Though the very many 
parameters relating to capacity, product 
mix, equipment and of course the cost 
are still not quite clear, there was the 
earnestness to complete the project in 
about 4 years. If only this could be 
achieved, it would g J vc a tremendous 
boost to the build up of capacity in 
steel industry suffering from long cons¬ 
truction cycles. For Bokaro Steel, for 
instance, the first stage of 1.7 million 
tonnes took nearly a decade and the 
expansion seemed to take another 7 to 
g years. The appointment of V. Subra- 
maniam as the Managing Director of 
Vizag Steel early this year also gave a 
big fiiip to construction activity on a 
a planned basis. Subramaniam has the 
credit of constructing the Salem Steel 
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Wait to & strict : Tjote' 
wide experience in constructing Opera¬ 
tional and the marketing side of the steel 
industry. His assembling a good project 
team and his finalising in good time 
the various parameters relating to cons¬ 
truction also gave the hope for comple¬ 
ting the project in a reasonably good 
time. 

The recent disruption to work natu¬ 
rally came as a rude shock. And the 
happenings are on familiar lines : workers 
were told by local trade union leaders, 
leaders of displaced persons and also 
some politicians to protest against the 
plan of the main contractors, Hindustan 
Steelworks Construction Limited to 
deploy some 450 employees from Bokaro 
to construction work at Vizag. Three 
years ago it happened at Bhilai. At 
that time the peak phase of construction 
at the Bokaro Steel Plant was over. 
HSCL which had some 15000 workers 
on its roll deployed at Bokaro had to 
move them over to Bhilai expansion 
where the peak phase of construction 
was reaching, demanding a much larger 
uoik force. There was resistance from 
local trade union leaders at Bhilai to 
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HSCL bringing in these workers from 
Bokaro leading to violence and even 
police firing. HSCL was ultimately 
advised to continue to keep its large 
work force at Bokaro for years without 
worthwhile occupation and was asked to 
recruit hands afresh at Bhilai. The 
company could not also retrench these 
workers rendered surplus after the 
completion of work on such projects. 
And it has been facing momentous pro¬ 
blem, almost at all work sites : it hap¬ 
pened at Kudremukh with a good por¬ 
tion of constiuction employees protest¬ 
ing against retrenchment; and it had 
happened at Salem and elsewhere. 

Which is a pity. When HSCL was 
founded 17 years ago, one of the major 
objectives was to divorce the function 
of providing employment to construction 
workers in production jobs in the steel 
plant. The ambitious programme of 

14 


! dociriononBokarowas takenalsomade 
it appear that there will be continuous 
work on steel plant construction. Re¬ 
member, those were the days wjten steel 
consulting engineers like Dastur dreamed 
of a hundred million tonnes capacity for 
steel by the turn of the century I And 
so HSCL literally went on a spree in 
recruiting men right and left and in 
about a decade it was loaded with a 
work force of something around 25,000 
on its rolls. 

Major Strain 

The first major strains were felt by 
the company when the peak phase of 
construction was over at Bokaro, and 
with no big programmes on hand on 
expansion of capacity of steel, it tried 
to tide over tjie problem by taking to 
diversification : It took to the cons¬ 
truction of large factory sheds such as 
the one it did for Hindustan Cables and 
the Mishra Dhatu Nigam in Hyderabad, 
construction of bridges and even dams. 
Unfortunately for it, the prestigeous dam 
construction work it tendered for and 
obtained at Supa for the KaJinadi Power 
Project under the Karnataka Power 
Corporation got stuck due to severe 
foundation problems. Here again it had 
to keep costly equipment and a large 
work force idle due to the prolonged 
delay in sorting out the problems of 
foundation for a massive concrete dam 
across the Supa river. It became thus 
a twin problem. On the one hand 
it has been finding it difficult to lay off 
or retrench the large work force it has 
gathered; on the other local pressures 
are so high that the company has not 
been able to redeploy its employees from 
one project to another. 

The HSCL, therefore, took to the alter¬ 
native so successfully practised by other 
large private contractors, of subcontrac¬ 
ting large chunks of work on piece-rate 
contracts. Under the difficult circums¬ 
tance* HSCL faced it did not seem to 
have an alternative to do this and this 
solution suffered from two m^jor defi¬ 
ciencies : it runs counter to the philo¬ 
sophy of a large construction organisa¬ 
tion developing over a period of time 
high levels of skills in constiuction and 
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tMs tyjJeflf parceling oat jabs on piece 
contracts and save considerable amounts 
they spend on • large construction 
agency like HSCL. 

The situation at Visakhapatnam was 
naturally quite tense. The 435 employees 
who had hem brought from Bokaro are 
housed at the RTC complex in Visakha- 
patnam where the HSCL office is locat¬ 
ed. They could not be provided any 
decent accommodation and due to 
pressure from the locals the RTC objects 
to the crowding of so many of these in 
| its premises. Understandably even basic 
* amenities in the form of water supply, 
ifWilet facilities and food could not be 
provided. Since HSCL and the project 
authorities claim that the major unions 
agreed at a meeting with management in 
its discussion in November for the 
transfer of workmen from Bokaro and 
that it was in porsuance of this agree¬ 
ment that these workmen had been 
brought from Bokaro, naturally HSCL 
bad to defray the wages on this sizable 
work force which could not be employed. 

In the meantime other unrelated issues 
are also surfacing, such as the demand 
from the locals for deploying even for 
managerial force only Andhras. One 
of the demands made by a strong local 
Union is the removal of the energetic 
V. Subramaniam as Managing Director. 
And for Vizag this is nothing new. A 
decade ago, militant trade unions mid 
the local leaders brought similar pres¬ 
sure on another public sector undertaking 
the Bharat Heavy Plate & Vessels for 
the removal of some of the top manage¬ 
ment personnel who happened to be 
non-Andbras. They succeeded in demo¬ 
ralising a highly dedicated and talented 
team which built up the project in a 
remarkable short time, and which had 
intelligent plans of rapid expansion on 
the model of the Trichi unit of BHBL. 
Both these plans had the equipment 
supplied by Czechoslovakia, and the 
lay-out and facilities were comparable. 
The forced departure of this bright 
management personnel caused a vacuum 
and so much decelerated the growth of 
BHPV that almost for a decade it was 
atthebuttend of bitter criticism from 


ferge fertilizer phtjjk*' which suffered 
enormous delays m the receipt of equip- 
meat from BHPV. 

Unfortunately in the Indian set up 
we are, only too familiar with the diog- 
noses on the high price of delays, cost 
escalation. .But we seem to be dogged 
in refusing to prescribe the right reme¬ 
dies. And the recent happening in Vizag 
is one more instance of our incapacity 
and refusal to learn from past experience 


Indo-Soviet Trade 


The Ind vSoviet trade protocol for 1982, 
signed here last week, envisages an in¬ 
crease of li per cent in the two-way turn¬ 
over to Rs 3,260 crores from the target 
of Rs 2,940 crores for 1981. As the actu¬ 
al trade during 1981 is expected to 
be around Rs 2,600 crores—about 10 per 
cent lower than the projection—the turn¬ 
over in 1982 should go up by Rs 660 
crores, provided, of course, the next 
year’s target is fully accomplished. 

Exports from India are slated to be 
raised in 1982 by 22 per cent or Rs 320 
crores over the 1981 target to Rs 1,760 
crores. The Soviet Union, thus, will be 
exporting to India goods worth Rs 1,500 
crores—the same level as envisaged in 
the 1981 protocol. Larger exports from 
India obviously have been projected to 
liquidate partially the rupee balances ac¬ 
cumulated in favour of the Soviet Union. 

Substantial increases have been pro¬ 
posed in India's exports of manufactured 
products and non-traditional items which 
already account for about 60 per cent of 
total imports by the Soviet Union from 
this country. These include power cables, 
dry batteries, steam boilers, machine 
tools, freight containers, textile machi¬ 
nery, garage equipment, machinery and 
equipment from the Soviet-assisted pro¬ 
jects, readymade garments, bed lenin 
and towels, printed cotton cloth, woollen 
carpets, finished leather, shoe uppers, 
cosmetics, detergents, fresh and canned 
fruits, fruit juices and cigarettes. Several 
new*items have been identified to be ex¬ 
ported to the Soviet Union for the first 
time. These include water purifying 
plants, pumps and compressors, specta- 


15 


delenses, shoe polish, woollen fabrics, 
blankets, natural silk fabrics and cut 
flowers. India also exports to the Soviet 
Union sizeable quantities of such tradi¬ 
tional items as coffee, tea, spices and jute 
manufactures. 

The Soviet Union, as usual, will be 
supplying to India, by and large, crude 
oil and petroleum products, fertilisers, 
newsprint, non-feirous metals and 
machinery and equipment specially re¬ 
quired for the Soviet-assisted projects. 

As a sequel to the 92 per cent growth 
in India’s exports to the Soviet Union; 
in 1982, the latter will consolidate its 
position further as the largest customer 
of the former. It is a largest trading: ’; 
partner of India at present. 

Meanwhile, external trade figures now 
available reveal that the seven months to 
October witnessed a 14 per cent increase 
in India's overall exports to Rs 3,S60" 
crores from Rs 3,472 crores during the ; 
corresponding period last year. Imports. j 
registered an increase of only four per 
cent to Rs 6,883 crores from Rs 
crores. The trade deficit during thest f; 
months thus narrowed down to Rs 2,923 * 
crores from Rs 3,144 crores. 

Exports during the whole of the cur- 1 
rent financial year are anticipated tpy: 
register, a growth of 18 per cent. Thta | 
implies that this years* target of pushing: 
up exports to Rs 8,400 crores will prove 
elusive by a significant margin, as la$tV 
year’s exports exceeded Rs 6,700 
only marginally, even though till lately it-, 
was expected that they would have befcity!? 
around the target of Rs 7,100 crores, v.V 




Collaboration 
with FRG 




Indo-German economic collaborate©^ 
dates back to 1867 when Siemens laid the' 
telegraphic line between Calcutta atxT 
London. The partnership since then 
prospered and the recent visit of Dr Otto : 
Graf Von Lambsdorff served to highlight 
this fact. Dr Lambsdorff paid a singulai| 
compliment when he pointed out that 
had found far fewer complaints of r< 
tapistn. In fact he said he had not ev< 
heard FERA mentioned. How nice. 

On the matter of the multi-fibre arran; 
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nent (MPA), a subject which is of great 
nterest to India, Dr Lambsderff said that 
*$G followed less protectionist policies 
ban the other countries of the EEC. He 
jsaid that be had asked the Government* 
of India to exert pressure on the other 
members of the EEC to follow a less rigid 
line. 

At present there are 300 German com¬ 
panies having agreements with over 300 
Endian firms for more than 500 collabora¬ 
tion projects. A total of over 1100 colla¬ 
borations have been sanctioned between 
1957 and 1980, German private investment 
registered an increase of 7.4 per cent in 

1980 over 1979. With that the total Ger¬ 
man private investment in India rose to 
DM 191.9 million. In the first half of 

1981 a further DM 10.6 millions were in¬ 
vested so that the total now has crossed 
DM 202.5 million. 

Indian capital has also been invested 
in FRG since 1977 when Indian enter¬ 
prises started to invest in that country. 
Capital investments have grown to DM 
22.7 million in 1980. The areas covered 
ate mainly banking and engineering. 

Volume of Trade 

The total volume of trade in 1980 bet¬ 
ween India and the FRG was Rs 1,000 
crores. Indian exports to Germany in 
1980 were up 13,1 per cent over the pre¬ 
vious year and came to a total of DM 
1,13 billion. FRG’s exports to India in 
1980 registered an increase of 7.7 per cent 
imd came up DM 1.38 billion. The first 
half of the 1981 has witnessed of conti¬ 
nuation of the trend of expansion. Indian 
exports to Germany iose by 15.3 per cent 
(about Rs 281 crores) and imports from 
Germany rose to DM 986.7 million. The 
table below shows the trading pattern bet¬ 
ween the two countries. 


{Million DM) 1978 1979 1980 First 

half of 
1981 


Imports of FRG 

from India 764.6 1002.0 1130.0 702.6 
Exports of FRG 

to India 1271.2 1284.8 1380.0 986.7 
Balance trade 

deficit of India 506.6 282.8 250.0 284.1 


hi 1981 ,the to tal amount v df 
equity investments in India for the first 
time crossed the 200 Mio DM mark with 
an increase of DM 10.6 Mio during the 
first half of 1981. Thus the positive develop¬ 
ments of the last year, where after years 
of stagnation a revival of German private 
investment took place—with an increase 
of 7.7 per cent to 191.9 Mio DM—were 
continued. 

In 1980, out of a total of 526 newly 
sanctioned collaborations arrangements 100 
were Indo-German collaborations, out of 
which ten were with financial participation. 


Copper in the 
Eighties 


The Indian Copper Information Centre 
and the Non-ferrous Metals Manufac¬ 
turers’ Association, which have been 
rendering valuable service to the promo¬ 
tion of the copper industry in the 
country did well in coming forward to 
organise jointly an International sympo¬ 
sium in Bombay early in December on 
‘Copper and its Alloys in the Eighties*. 

There is no other non-ferrous metal 
whos; metallurgy has attracted so much 
of interest in the last few years. Copper 
and copper alloy products are of vital 
importance for the growth of several 
other industrial sectors including power 
generation and distribution, road, rail 
and water transport, defence and arma¬ 
ments, process and general engineering, 
etc. There have been concerted efforts 
for the last two decades to substitute 
copper by alternative materials, but this 
versatile metal has been maintaining its 
superiority and indispensability for seve¬ 
ral applications on technical grounds. 
In fact, production and consumption of 
copper have been recording a steady 
increase in the country year after year 
and at present, consumption of copper 
in ail its forms is close to 100,000 MT 
per year. 

Indigenous production of copper is at 
a comparatively low level with regard to 
total demand, necessitating import of 
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effort has; t therefore, to be made to 
increase production of copper in the 
country. The proposed expansion pf the 
smelter and refining capacity $$ both 
Ghatsila and Khetri complexes of 
Hindustan Copper Limited, coupled 
with the rapid progress of the Milaj- 
khand mining project, will no doubt help 
increase indigenous productions signifi¬ 
cantly during the present decade. Not¬ 
withstanding the efforts at increased 
production, because of the increase in 
the total demand for copper in the 
context of all round industrial growth, 
(at an estimated compound growth Tate 
of 8%) we have no option but to conti¬ 
nue imports. This may be of the order 
of 60 to 75 per cent of the total demand 
for the metal. 

The copper based industry in the 
country, from its humble beginning of 
making cast and wrought products such 
as hardware and utensils, has today 
come to a stage of making sophisticated 
products by employing advanced pro- 


T.T. Vijayaraghavan writes 
from Bombay 


cessing techniques with superior pro¬ 
perties. Copper foundries have also 
come a long way from manufacturing 
essentially decorative items to a complete 
range of fairly large to relatively smgll 
c> ideal components by a variety of cast¬ 
ing techniques which ensure better 
quality of the products. Facilities also 
exist for relatively novel and advanced 
techniques. 

Currently the major copper producing 
units in India are located in the States 
of Bihar, Rajasthan and Madhya 
Pradesh. The copper industry besides 
actively supporting its inhouse research 
and development maintains close inter¬ 
action and collaboration with other 
industries and laboratories. These indi¬ 
genous efforts have been instrumental in 
leading to output of some of the by¬ 
products of copper processing, viz., 
molybdenum, nickel, silver and sele¬ 
nium. There is a gjeat deal of interest 
in the development of hydromctallurgi* 
cal processing routes for copper sources 
in the country. The national labor* 
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country are actively engaged in the 
development work in this field. 

As Mr K.S. Rajan, Secretary (Techni¬ 
cal Development) pointed out at. the 
symposium, with our highly sophisticat¬ 
ed infrastructure, we are poised for a 
big leap forward in the non-ferrous 
metal industry and particularly copper 
and copper alloy industry. By pooling 
ail the resources of such facilities avail¬ 
able in the country, we can reduce the 
gap for demand and availability of vari¬ 
ous sophisticated components in the very 
near future. 

R & D Effort 

Mr Rajan, however, warned against 
any sense of complacency. There exist¬ 
ed vast scope for further improvement 
of the facilities through modernisation 
and adoption of latest fabricating tech¬ 
niques so as t j compete with the inter¬ 
national standards. In this connection, 
he drew attention to the great scope for 
R & D efforts in the field of fabricating 
processes, newer materials and quality 
improvement to meet the ever increasing 
stringent requirements and also to con¬ 
serve the valuable non-ferrous metals. 

There is also another important as¬ 
pect, The geographical position of the 
country provides a great advantage in 
exporting both technology and products 
to the neighbouring countries, especially 
in Wast Asia and the Far East. But wc 
have to compete with several other 
industrially advanced countries and 
especially Japan and this means wc have 
to improve our standard substantially 
so as to get into the market and also to 
stay in the export market effectively. 

It is heartening to know that in view 
of the scarce resources of copper and 
the relatively high cast of mining and 
conventional pyrometallurgical proces¬ 
sing, copper production at lower cost is 
receiving maximum attention. Hindustan 
Copper Limited have made a beginning 
in this direction by establishing pilot 
scale facilities at their Malajkhand Cop¬ 
per Project. On successful completion, 
it is hoped that this activity will be ex¬ 
panded to other similar deposits in the 
country, which will increase the pros- 
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pects of producing more copper at lower 
cost. 

The list of industrywise applications 
of copper and its alloys as it stands 
today is long and shows a definite 
growth pattern. However as Dr H.N. 
Sethna, Chairman of the Atomic Energy 
Commission, pointed out while inaugu¬ 
rating the symposium, a continuous pro¬ 
gramme of research is essential for not 
only aiming at alloy development but 
also fabrication technology develop¬ 
ment for topper and its alloys. The 
demand forecasts predict continuous in¬ 
crease in the consumption rate of copper 
during the 80 ? s and beyond, and this 
situation has been anticipated to strain 
the present sources of supply. In this 
context recovery of copper from secon¬ 
dary sources should gain more detailed 
consideration. That is why in addition 
to our present dependence on land-based 
sources, attention should be directed 
towards exploitation of other sources 
such as deep sea nodules and develop¬ 
ment of their economic processing route. 

Yeoman Service 

The Indian Copper Information Centre 
has been doing useful service in the 
field of copper and copper alloys by 
bringing into focus the latest technologi¬ 
cal developments, the pattern of demand 
and supply for future requirements as 
well as evaluation of the existing facili¬ 
ties and those which are coming up in 
the country by organising effective 
forums from time to time. Dr D.P. 
Antia, President of the Centre pointed 
out in his speech at the symposium that 
the major thrust of the work of the 
Centre was concentrated upon the 
most economical and the best use 
of this metal and its alloys and how 
to do so. A study of technology of 
copper and its alloys was an integral part 
of this thrust. An essential task of the 
Centre was to identify the problems 
faced by industry to resolve them as well 
as in the transfer of technology. 

Dr Antia also made the point that our 
need was not so much of basic research 
but a great deal of developmental work 
connected with technology used in 
various manufacturing units. Except in 
the case of our nuclear and defence 
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progammes where research and develop¬ 
ment had an immediate objective, much 
of the research work done was without 
clear-out objectives. The Copper Cen¬ 
tre also was a research and development 
oriented organisation, but its research 
and development was connected with the 
day-to-day problems of the industry. 
The Centre was also equipped to super¬ 
vise research on problems thrown up by 
industry. The constant and day-to-day 
interaction of the industry with the 
Centre made it possible to identify areas 
of investigation. 

RICCI Executives 
Meet 

Thl txi cimvL committee of the Federa¬ 
tion of Indian Chambers of Commerce 
and Industry, at its meeting held in 
Calcutta on December 23, considered 
the major impediments to industrial 
growth and made several suggestions to 
accelerate it. It particularly stressed the 
need to provide more credit both to 
industry and trade. The shortage of ; 
bank credit for industry was estimated 
at Rs 1000 to 1700 crores and for ; 
wholesale trade at Rs 1100 to 1200 . 
crores. The Committee observed that, , 
in view of the excessive rates of cor¬ 
porate taxation, ceilings on interest on 
debentures, curbs on company deposits 
and the meagre provision for deprecia¬ 
tion, the corporate sector was left with ■ 
inadequate resources. 

Other industrial organisations in : 
Calcutta have also drawn attention to ; 
the acute hardship arising from the 
scarcity of credit. The Association of ) 
Indian Engineering Industry, in a recent : 
survey, pointed out that the non-avail- w 
ability of adequate finance was among 
the major causes for the crisis of confi- ■ 
dence confronting many units. The; 
Indian Chamber of Commerce during ■■ 
its meeting with the Reserve Bank i 
Governor, Mr l.G. Patel, in Calcutta, i 
on December 16, emphasised that thejt 
credit requirements of industry andj 
trade had increased sharply due to the I 
rise in the prices of raw materials ap4jf 

wages as well as the need to build np'k 

•t 

£ 

JANUARY l f 1982 5 




■ larger inventories on account of the 
recessionary conditions-, in many indus¬ 
tries, Dr Patel told theT Chamber that 
*the time had not yet come to make 
basic changes in the monetary policy. 
But how long is the Reserve Bank going 
to ignore the warning signals given by 
several major industries like cotton 
textiles, jute, tea, and engineering about 
the onset of recession ? The economic 
development of the eastern region conti¬ 
nues to be sluggish and if industries arc 
once again caught in a severe recession, 
it will take a long time for them to 
recover. The Government of India and 
the Reserve Bank therefore should take 
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serious notice of the difficulties high¬ 
lighted by the FICC1 and the other 
organisations and udopt timely mea- 
; sures so that production in industry and 
agriculture can gather greater momentum 
in the coming months and the trade also 
Can play its role effectively in augment¬ 
ing supplies and holding the price line. 

TheFICCl’s executive committee met 
Mr J.B. Patnaik, Chief Minister of 
Orissa, who explained the incentives 
and facilities offered by his Government 
to premote new industries and expand 
the existing ones. Mr Patnaik said that 
the State Government expected an in¬ 
vestment of about Rs 1000 crores to take 
place in Orissa in the private sector in 
the next few years. Though the actual 
, investment may not be as large as en¬ 
visaged by Mr Patna'k because of the 
infrastructural constraints, the Chief 
Minister deserves credit for taking some 
energetic initiative to attract entrepre¬ 
neurs. He revealed that the Orissa 
Government would treat investment pro¬ 
posals from Calcutta-based entrepre¬ 
neurs more liberally for setting up 
medium and small scale industries. But 
vwhy this partiality towards Calcutta- 
based industrialists ? Is Mr Patnaik 
trying to encourage the flight of capital 
from West Bengal ? What is Mr Jyoti 
Basu’s reaction to this move ? The 
FICCI assured Mr Patnaik of its assis¬ 
tance to his Government in speeding up 
Orissa's industrial development, inci¬ 


dentally, the 'timer* exacuil# com* 
mittec could have broadly discussed the 
investment outlook in the eastern 
region as a whole and made some re¬ 
commendations to be carried out by the 
Government of India and the State 
Governments concerned with a view to 
creating a more congenial climate for 
industrial growth. 

The FICCI’s executives expressed 
concern at the spread of goondaism, 
violence and damage to property which, 
if unchecked, would give “a major jolt 
to industrial growth”. Both the Central 
and the State Governments were urged 
to take firm measures to promote indus¬ 
trial harmony. Meanwhile, employers 
also should contribute their best to 
avoid industrial unrest. 

But the FICCI Committee's plea to 
the Central Government to set up a 
joint cansultative group to identify the 
problems and take advance action is 
not convincing. There arc already many 
advisory bodies to deal with the affairs 
of industry, foreign trade, direct taxes, 
customs, excise and so on. There are 
also development councils for many 
important industries. The FICCI should 
urge the Government to take the dis¬ 
cussions in these bodies more seriously 
and implement their recommendations 
more promptly and effectively. There 
is at present an urgent need for 
closer cooperation and greater under¬ 
standing between Government and 
industiy for which frequent dialogues 
are essential. But these can take place 
in th; existing forums. 


Engineering industry 
in Eastern Region 


Addri ssing a press conference in 
Calcutta on December 23, the President 
of the Association of Indian Engineer¬ 
ing Industry (AIEl), Mr T.D. Siriha, 
explained the major problems confront¬ 
ing the industry in increasing production 
and exports and in implementing the 
schemes of expansion and deversifi- 
calion. He pointed out that though 
there had been some improvement in the 
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the industry continued to face uncer¬ 
tainty in regard to the supoly of power. 
Other constraints like scarcity of credit 
end lack of orders also stood in the 
way of the faster growth of the industry. 


Mr Sinha described the findings 
of the latest survey conducted by 
the AIEl in regard to the perfor¬ 
mance of the industry and suggested 
that the Government of India and the 
State Governments should pursue more 
piagmatic policies to accelerate the 
development of the engineering industry 
which has assumed greater importance 
in the country’s economy especially 
from the point of view of export promo¬ 
tion, import substitution and creation 
of employment. 


Declining Importance 

An important aspect highlighted by 
the AIEl's survey relates to the declining 
importance of the eastern region in the 
growth of engineering industry. In 
1972, West Bengal occupied the second 
place in respect of the number of indus- 
ti ial licences issued to the engineering 
industry but in 1980 this declined to 
7 per cent. The four States of 
Maharashtra, Karnataka, Gujarat and 
Tamil Nadu accounted for 61 per cent 
of the licences issued in 1980, their 
respective shares being 24 per cent, 13 
per cent, 13 per cent and 11 per cent. 
The States which have witnessed a boom 
in industrial activity in the engineering 
sector in recent years arc Karnataka, 
Andhra Pradesh, Tamil Nadu and 
Madhya Pradesh. Why is West Bengal 
not included in this category? The 
existence of a strong and stable govern¬ 
ment in West Bengal should have been 
a powerful factor in promoting the 
growth of the engineering industry in 
this State since it has many unrivalled 
advantages like a vast marker, plenty of 
skilled labour, a major port, and many 
other facilities. But the engineering 
industry has failed to take off in West 
Bengal mainly because of the constraint 
of power. 

The AIEl has revealed that plant 
capacity utilisation in the thermal power 
stations in 1980-81 was 92.4 per cent in 
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Rnuwigar, 83 per wot BrSarJCfo per 
cent in Amarkantak, 72 per cent id 
Dhuvaran, 71 per cent in Utran and 71 
per cent in Satpura. West Bengal and 
the other States in the eastern region 
therefore should not remain satisfied with 
their poor capacity utilisation. The 
State Governments should take more 
energetic measures to tone up the work¬ 
ing of the electricity boards so that, 
apart from generating more power, they 
will be able to place more orders with 
the engineering industry. Mr Sinha 
said that all over the country the manu¬ 
facturers of electrical equipment were 
facing hardship and uncei tainty because 
of the failure of the electricity boards to 
place regular orders and ensure prompt 
payment. The outlay on the power 
sector increased from 7.6 per cent in the 
first five year plan to 19.fi per cent in 
the sixth plan. But the achievement of 
the planned targets declined from 84.6 per 
cent in the first plan to 66.4 per cent in the 
fifth plan. The Planning Commission 
should take particular care to see that 
the funds allotted for power are effecti¬ 
vely spent. 

Phoney Claim 

The AIEI’s survey of the industry’s 
performance and prospects reveals cer¬ 
tain trends which do not support the 
Union Government’s claim of having 
brought about the recovery of the 
country’s economy. The survey shows 
“a distinct deterioration in the general 
business climate” in the six months 
October-March 1981 -82. In October 1981 
only 44 per cent of the respondents ex¬ 
pressed optimism about the business 
situation in the engineering industry 
compared to 55 percent in April 1981. 
■‘The engineering industry as a whole”, 
says the A1EI, “does not expect the 
investment climate to improve during 
the next twelve months”. The signifi¬ 
cance of the survey consists in the fact 
that it covered 228 responding firms in 
the public and the private sector, re¬ 
presenting 15 per cent of membership, 
17 per cent of members’ capital invest¬ 
ment and 31 per cent of employment. 

The Planning Commission and the eco¬ 
nomic ministries should examine why 
the AH, which represents the most 



dynamic sector of thecountry’s econo¬ 
my, should take such a gloomy outlook 
of the prospects ahead. 


ITDC: Catalyst in 
Tourism 

Ravindra Sath 


Fifteen ^ ears ago, a unique organisation 
came into existtneo in our country, entrus¬ 
ted with the task of promoting tourism 
alongside developing the infrastructure 
—Jndia Tourism Development Corpo¬ 
ration or ITDC for short, its sym¬ 
bol of the letter ‘f has become synony¬ 
mous with tourism as a result of patient 
and sustained promotional efforts both 
within India and abroad. 

Tourism in India has taken rapid stri¬ 
des since J966 when ITDC was set up. 
Tourist arrivals went up from 160,000 

800,000 and foreign exchange earnings 
from a mere Rs 23 crores to Rs 482 
crores. This spectacular growth indicates 
the Corporation's success as a catalyst 
in the tourism industry. 

ITDC’s most significant success has 
come from the growth it has stimulated 
all over the country. Today Khajuraho, 
Bhubaneswar, Kovalam and Mahabali- 
puiam, Patna, Kaziranga to name only 
a few—feature on tourist itineraries that 
once did not go beyond the beaten track 
of Agra and Jaipur. Each of the previo¬ 
usly untapped regions now has a modern 
new hotel at its gateway —and every one 
of them, by careful coincidence, is an 
India Tourism Development Corporation 
hotel. 

Traditionally, tourism in our country 
was concentrated in the north. ITDC 
broke new ground and extended the fron¬ 
tiers of Indian tourism. It was in the city 
of Bangalore that the first major step in 
this direction was taken. The opening 
of the Hotel Ashok gave the southern 
region a tremendous boost. A whole new 
experience of India has opened to inter¬ 
national tourism, and private enterprise, 
following ITDC's lead came forward to 
build hotels in the South. The story is 
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tbe same when you look at the other 
regions of the country. 

It is necessary to emphasise that in 
opening new destinations or strengthening 
the existing ones, ITDC has not looked 
to profits but to the socio-economic needs 
of development. Despite this develop¬ 
mental role, the Corporation has consis¬ 
tently made profits right from its incep¬ 
tion. 

Let us take a look at how the ITDC 
has performed since 1969-70 when it , 
took its present form. Capital employ- ,, 
cd in that year was a little over Rs 1.(5 
crores. The figure for 1980-81 is over ; 
Rs31 crores. Turnover in the same; 
period went up from just over Rs 1 crons- 
to nearly Rs 31 crores. Operational profit# ! 
jumped from a mere Rs 11 lakhs to near* ; 
ly Rs 5 crores. The corporation which 
earned a meagre Rs 25 lakhs in foreign^ 
exchange in 1969-70 is today earning ^ 
estimated Rs 15 crores, the total in th\$) 
period coming to over Rs 80 crores. It’? 
has consistently paid dividends and gefie«4 
rated internal resources of the order of?; 
Rs 27 crores. . ■ j 

Ashok Group 

Today with nearly 3000 rooms, ITDC*j»? 
Ashok Group is India’s largest aceont^| 
modal ion chain, and the only one to pro*;f 
vid: tourist services throughout tho/ 
country. It operates 25 hotels, 2 beach? 
resot 1 hotels, 11 travellers lodges andf/i 
forest lodges, making a total of 41 accon& 
modation units. ITDC also runs 
independent restaurants, six of themjw 
airports. This unique chain is backed bg| 
a nation-wide transport system operatiuM 
from 17 centres with a fleet of 250 
conditioned and deluxe coaches, limo.Ug|| 
nes, and cars, soon to be strengthen#^ 
by more coaches and foreign-made carsj| 

A massive programme of renovaticffl 
and expansion of existing hotels is goilflii 
hard in hand with the building ofneS 
properties. In the capital, which is 
the midst of a hotel boom, thanks to tb| 
Asian Games, two new ITDC hotels afi 
nearing completion—the luxury Kanisltt 
and th? revolutionary common ma4. 
hotel, Ashok Yatri Nhyas. The Ash<$| 
Yatri Niwas or Janata Hotel as it wfi 
popularly called earlier, reflects ITDCf 
determination to give domestic touris4 ; | 

h 

JANUARY 1, 1982^ 



its due importance. Modelled on the 
YatrigNiwas two similar* low budget 
hotels are planned for Madras and 
Chandigarh. 

For the current sixth plan 1TDC pro-* 
jects will be dovetailed to the travel cir¬ 
cuits strategy of the Ministry of Tourism. 
In these five yeais the corporation will 
aim at a self-sustaining growth, fill in 
important gaps like Bombay and Madras 
cities and provide one hotel in each State 
capital apart from opening new tourist 
destinations. Of course there will be 
equal * emphasis on promoting domestic 
tburism. 

The corporation has been allocated 
Rs 42 crores. The 1TDC would indeed 
like this allocation to be doubled. It has, 
however, launched on a new strategy to 
enthuse the State Governments and even 
the private sector in a joint effort which 
Will on the one hand bring about faster 
&nd more widespread development of 
jtourism infrastructure even with limited 
Resources and on the other make it easier 
for more Indians to see their own coun¬ 


try. Happily this strategy has brought 
forth an enthusiastic response* Under 
this scheme, hotels and other infrastruc¬ 
ture will be developed as a joint venture 
between ITDC, State Governments, State 
Tourism Corporations and the private 
sector. The idea is to form a new com¬ 
pany in each State with nearly equal 
equity participation. The scheme also 
provides for augmenting the resources by 
way of loan from the financial institu¬ 
tions. This will enable the State agencies 
to involve themselves in a bigger way in 
tourism development, draw on the exper¬ 
tise of ITDC in planning, design, cons¬ 
truction, management and marketing as 
well as in training their personnel. ITDC 
would be happy to move on to new ven¬ 
tures as soon as the collaborating party 
feels confident it can run the property 
itself. 

Already, agreements for joint ventures 
have been signed with five State Govern¬ 
ments—Assam for a hotel in Gauhati, 
Madhya Pradesh for a hotel at Bhopal, 
Orissa for a hotel at Puri, Andhra Pra¬ 
desh for a hotel at Hyderabad and Bihar 


for a hotel at Ranchi. Similar agreements 
are being discussed with the Union Terri¬ 
tories of Goa and Chandigarh and the 
State Governments of Maharashtra, 
Gujarat, Tamil Nadu, Uttar Pradesh and 
Punjab. 

A word about ITDC ventures overseas. 
ITDC is associated with two hotel pro¬ 
jects in Iraq, in Mosul and Dekan and 
one in Cyprus, at Limmasol, In Iraq 
ITDC is the prime consultant to NBCC 
—National Building Construction Cor¬ 
poration which won the two turn-key 
projects in global tenders. The hotel in 
Limmasol is a joint venture between ITDC 
and a Cypriot company and ITDC has 
complete responsibility for planning, 
designing, construction, furnishing 
management and marketing. HDCs 
break-through overseas with barely a 
decade of hotclicring behind it has special 
significance. Of course as pioneer in this 
field ITDC has for the first time won reco¬ 
gnition for Indian designs in overseas 
hotel projects and has been associated 
with them right from the stage of plan¬ 
ning. 
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Reagan’s 

Sudhir Sen 

New York 


Economic 
Gamble Miscarries 


A stunning socialite, as the story goes, 
once told George Bernard Shaw rather 
seductively, “Wouldn’t it be wonderful 
if we had a child with my looks and 
your brains ?” To which witty Shaw 
promptly retorted, “And suppose it went 
the other way, madame, with my looks 
Knd your brains ?” 

The suggestion of a genetic miracle 
rejected outright by GBS is not dis¬ 
similar to the plan for an economic 
miracle President Reagan blithely es¬ 
poused. A stimulative tax cut would 
propel the economy to higher growth 
while a tight monetarist policy would 
squeeze out inflation, thus making the 
best of both worlds. Both Mr Reagan 
and his aides bet heavily on such a 
happy outcome. What was overlooked 
in their runaway euphoria is that things 
could easily go the wrong way with tax 
cuts boosting deficits and fueling in¬ 
flation and tight money rocketing in¬ 
terest rates and dumping the economy 
into a recession. Wish was father to 
the thought, and wish produced not 
dynamic prosperity, but a fresh bout of 
sickly stagflation 

Economic Recession 

The economic recovery programme, 
Mr Reagan had sold to the nation pro¬ 
jected a robust growth for the final 
quarter of 1981; th? GNP in real terms 
was supposed to expand at a 5 per cent 
annual rate. Instead, the economy is 
now in a recession. Mr Reagan him¬ 
self was the first to break the news to 
the nation; and he did so almost casual¬ 
ly, adding that the recession would be 
“mild” and “brief”. But soon he re¬ 
turned to the subject and said in more 
Categorical terms that some “hard 
times” lay ahead. The administration 
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now projects that in the October-Decem- 
ber quarter the GNP, instead of grow¬ 
ing, would decline by three to four per 
cent. Others believe the contraction 
will be more severe. 

The loudest campaign cry of Mr 
Reagan was also the sweetest: “Jobs, 
jobs, jobs !” The surge in jobs was sup¬ 
posed to replace an unhealthy system 
of federal hand-outs workers had come 
to rely upon. The cry was, of course, 
designed to attract labour votes to the 
largest possible extent, without which 
a Republican presidential candidate had 
little chance to win the election. The 
latest unemployment figure which has 
just been out, shows that the jobless 
rate jumped to 8.4 per cent. This is the 
highest rate since 1974; nine million 
people are already out of job, and the 
total is likely to go up by another mil¬ 
lion or more before the economy begins 
to turn around. 

Goal Given Up 

Mr Reagan had also promised to 
balance the budget by 1984. But the 
administration has already given up on 
this goal. The recession will cut into 
the revenues while expenditures will 
mount because of unemployment bene¬ 
fits and similar items. The budget fore¬ 
casts just released could hardly be 
gloomier. The deficit for 1982, origi¬ 
nally put at $45 billion and later lower¬ 
ed to $43.1 billion, is now expected to 
be $109 billion, the highest level since 
the deficit of $66 billion in the Ford 
budget of 1976. Worse still, the deficits 
are estimated at $152 billion for 1983, 
and at $162 billion for 1984. The dream 
of a balanced budget could not have a 
more dismal end. 

The Reagan programme which was 
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supposed to lead to sustained prosperity, 
is now yielding a bitter human harvest 
Protests are clearly on the rise. They 
have been coming loud and dear from 
Lane Kirkland, President of the American 
Federation of Labour and Congress of 
Industrial Organization. He has been 
a severe critic of the Reagan economic 
programme from the outset, protesting '* 
that it would benefit the rich and lead 
to a recession, also accusing the adminis^ 
tration of an anti-labour, union-busting 
policy. 

Principled Differences 

Recently, on an invitation from 
the President, he and other labour lea¬ 
ders met him in the White House. It; 
was apparently conceived as a symbolic / 
gesture to soften the President’s harsh : 
anti-labour image. But it had no notice- 1 
able effect on Mr Kirkland who venti- ;• 
tated labour’s grievances, pressed for a \ 
“strong anti-recession programme”, and " 
later indicated that “deep principled ;| 
differences” separated labour from the 
White House. 3 

Disenchantment is growing in the 
States and the cities which are caught in i 
a double squeeze. The developing reces* 
sion has intensified economic and finan- | 
cial pressure on them just when the J 
administration, hell bent on indiscrimi- 
nale budget-cutting, has slashed the | 
federal grants for essential social ser* ■ijj 
vices. Mr Reagan, in an attempt t&g 
sanctify his policy of pellmell decentrali- 
zation, calls it “new federalism”. But:; 
in reality, it is tantamount to camou4j 
flaged buck-passing. At a recent coii*§ 
ference of a National League of Cities^ 
Gov. Richard A. SncUing of Vermont^ 
a conservative Republican, sounded u§ 
sombre warning. The President’s prof 
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A Tale of Twb Chinas 

Much admiration has been expressed in recent times for the economic perform 
mance of Red China. In fact the other China—Taiwan—has done far better , as 
measured by virtually all indicators. We reprint below a brief tabular compari¬ 
son of the two economies. 

Red China's greatest achievement is not mentioned in this table. The 
achievement is the elimination of poverty despite a very low level of per capita 
income. But Taiwan too has eliminated poverty and boasts one of the best 
income distributions in the world. Of course Red China does e\en better in 
this respect , as it is not legally possible to be rich in that country , 



China 

Taiwan 

Population 

1,034,363,000 

17,987,000 

Population per square mile 

280 

1,323 

Literacy rate 

25% 

90% 

Total output per capita 

5535 

52,238 

Energy consumption per capita* 

1,845 lb. 

4,853 lb. 

Steel consumption per capita 

69.2 lb. 

588.2 lb 

Cement production per capita 

85.3 lb. 

1,409.6 lb. 

Workers in agriculture (of total ) 

75% 

25% 

TV set per 1,000 people 

1** 

78 

Radios per 1,000 people 

16** 

90 

Fish catch per capita 

14.8 /*.t 

108.5 lb. 

'Equivalent in coal **1976 f ^77 


Source : US News & World Report f December 14 1981. 
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gramme was leading the nation towards 
an “economic Bay of PffesU. 

Even religious leaders, in an unusual 
demonstration of their dissatisfaction* 
are protesting against the Reagan pror 
gramme. For example, 14 Christian 
and Jewish religious leaders of Balti¬ 
more have addressed a blunt letter to 
the President, deploring his budgetary 
programmes “as moving our Govern¬ 
ment away from its role of protecting 
the economic and social rights of all 
its people”. It went on to say that the 
poor “are being deprived of food, 
clothing, housing and medical care at 
the same time the Government is divert¬ 
ing billions in expanding defence pro¬ 
grammes”. Then came a forthright 
denunciation ; “We condemn a defense 
policy that promotes misery at home 0 . 

River-Boat Gamble 

Several months ago Senate majority 
leader Howard Baker called the Reagan 
programme “a river-boat gamble”, and 
then, perhaps to temper the damaging 
implications of the remark, he added 
that, in his own judgment, it would 
work. His characterisation was startl¬ 
ingly appropriate. But the puzzling 
question remains ; How and why did 
the nation stumble into such a high- 
stake gamble ? This question is worthy 
of intensive study by future historians. 
Suffice it to say here that the Reagan 
economic programme was sold to the 
nation not intellectually, but emo¬ 
tionally ; not through serious debates 
and discussions, but through a series 
of media blitz and relentless lobbying 
effort. In effect, it was packaged and 
mechandised almost the way sales of 
consumer goods like soap and tooth¬ 
paste are pushed in this country. Some 
Reputed conservative economists were 
kept in the forefront ostensibly as Mr 
Reagan’s advisers. The purpose, as is 
now clear in hindsight, was to lend an 
aura of respectability to his programme 
in the critical pre-election phase. But 
once victory was won, they became super¬ 
fluous and were quietly elbowed out of 
till scene. 

f The behaviour of many Republican 
Congressmen has been highly ambiva¬ 
lent. They have harboured deep mis¬ 


givings about the soundness of the 
Reagan programme—the Kemp-Roth- 
style tax cut and budget butchery in the 
name of budget restraint. Vet, in general 
they have followed the leader on all 
major voting occasions, partly out of 
fear of the punishment dissidencc might 
entail, but mainly because they have 
been “stroked” skilfully by the White 
House and have also been supplied with 
enough “pork”, when needed, to keep 
their mouths shut and to win over 
their votes. 

The attitude of Republican business¬ 
men has been essentially similar, and 
even Jess responsible if only because, un¬ 
like Congressmen, they can afford to be 
more independent both in speech and 
action. Officially, they have been almost 
uniformly effusive in their praise of the 
President's programme and his initia¬ 
tives, even as they expressed, sotto voce 
among themselves, grave doubts about 
its effectiveness for realising the promise 
ed economic goals. So it was left to the 
Wall Street to send a resounding vote of 


no-confidence to the White House, reflect¬ 
ing more faithfully the inner thoughts 
of business leaders. 

Apparently, in their case, too, loyalty 
to the party leader played a major role; 
and the nation is now paying the penalty 
for their excessive loyalty. In addition, 
they must have been swayed by yet 
another factor. The Reagan tax cuts 
gave a huge bonanza to the rich, which 
of course included the top echelons of 
business executives. How could they be 
critical, or even objective, about a Presi¬ 
dent who gave them so much ? And here 
is the great irony : The Reagan pro¬ 
gramme did far more for businessmen 
than for their businesses, and thereby 
it created, however unwittingly, a sinister, 
and wholly uncalled for conflict of 
interest between the two. 

The Congress, especially the Demo¬ 
cratic House, could have rescued the 
Reagan programme from some of its 
palpable follies. In fact, last summer, it 
did work out a sensible spending-cut, 
tax-cut package which was intrinsically 
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what had originally 


emerged from the White House. But tbe 


President would have nothing of the sort. 
He turned it down and launched a 
“bidding war*’ to mobilize votes in sup¬ 
port of his own programme which was 
substantially changed to accommodate 
special treatment for special interests. 
He won the war, but the victory back¬ 
fired; to no small extent this Pyrrhic 
victory has been responsible for today’s 
mess. The Speaker of the House, Thomas 
p. O’Neill, Jr., recently said in another 
context that past experiences with the 
Reagan administration did not inspire 
confidence in the White House’s “ability” 
to cooperate with Democrats in Cong¬ 
ress. They are concerned with victories,” 
he said. “The art of compromise is not 
in their lexicon.” 


Lack of Compromise 

The administration's inability to com¬ 
promise, even in its own interest, was 
illustrated strikingly in another area—in 
its own reaction to the Wall Street reac¬ 
tions to its recovery programme. Much 
was said and written last spring and sum¬ 
mer on expectationa) economics, an old 
idea with a new emphasis. Briefly, the 
argument ran as follows: economic beha¬ 
viour is determined largely by expecta¬ 
tions; for some time the expectations 
about inflation were running high, and 
this accounted for a high premium built 
into the extraordinarily high interest 
rates. Once the passage of the Reagan 
programme through the Congress with 
the massive spending and tax cuts was 
assured, inflationary expectations would 
come down fast and with them also the 
interest rates. This would lead to a 
surge in savings and investment, and the 
bond and stock markets would stage a 
roaring Reagan rally, all heralding a 
sustained, non-inflationary upswing in 
the economy. Reagan victories in Con¬ 
gress brought not robust hope, but 
thickening gloom to the financial markets 
with bears dominating the scene. It was 
the bitterest pill for the administration to 
swallow. Yet, the signals emanating from 
the Street were unequivocal. It was, 
therefore, time for the administration to 
scale down the exorbitant stake it had 
rashly placed on the highly speculative 


theory of ^ebtatjqfial: economics, to 
consult with bfisinessJeaders freely and 
frankly, and to make necessary adjust¬ 
ments in its policies. Instead, it castiga¬ 
ted the market for lacking faith in the 
recovery programme the President was 
fighting for. 

Will there be an “economic Bay of 
Pigs” for President Reagan ? The drift 
is clearly in that direction. It can still 
be halted and reversed, provided of 
course there is more rationality and less 
pigheadedness. The cry for a “mid- 
coursc” correction in the recovery pro¬ 
gramme is being increasingly heard in 
responsible quarters in order that it may 
recover from the morass it is sinking into. 
But so far there is no sign of any flexibi¬ 
lity. In fact, while returning from a 
week’s vacation on the West Coast, Mr 
Reagan, addressing a fund-raising Re¬ 
publican party at Cincinnati (Nov. 30), 
vowed that he would “not retreat oae 
inch” on his policies. 

But how long can he hang tough ? 
Early in the fall he had similarly vowed 
to keep the 1982 budget deficit at the 
projected level of $43 billion. This has 
now gone with the wind His earlier goal 
of balancing the budget by 1984 has al¬ 
ready receded out of sight. Mr Reagan 
may refuse to retreat one inch, but he 
may soon have to run for some terra 
firma once the ground underneath him 
begins to slip more ominously. 


Pakistan and the IMF 


On December 2, 1981, the IMF Execu¬ 
tive Board approved a second-year pro¬ 
gramme under the three-year extended ar¬ 
rangement with Pakistan for SDR 1268 
million agreed in November 1980. This 
programme aims at continuing the progress 
already made towards strengthening Pakis¬ 
tan’s balance of payments through struc¬ 
tural reforms to improve productivity. 

Along with many other countries. Pakis¬ 
tan experienced economic difficulties in 
the mid-1970s due to the unfavorable 
international economic environment. Ad¬ 
ditional problems arose from poor har¬ 
vests, the aftermath of the secession of 
Bangladesh, and the absorption of a large 


increase in the size of the public sector 
following a wave of nationalization. 

Pakistan’s financial programme for 
1979-80 fiscal year was supported 
by a first credit tranche drawing 
from the Fund and resulted in a 
substantial improvement in budgetary 
performance, which contributed to 
slowing credit expansion and to 
arresting the balance of payments deterio¬ 
ration. The programme also enabled Pakis¬ 
tan to obtain IMF Trust Fund loans 
totalling some SDR 132 million. Never¬ 
theless, it was recognized that many of 
the structural weaknesses in the economy 
were deep-rooted and could only bb 
satisfactorily tackled in the framework 
of a medium-term programme. 

Objectives of Three-Year Programme. Tbe 
progromme supported by the extended ar¬ 
rangement covers the three fiscal years 
1980/81 — 1982/83. Together with a further 
strengthen 5 ng of demand management 
policies the principal macro-economic 
objectives of the programme werA to 
sustain a rate of real economic 

growth of about 6 per cent, to! 

contain the underlying rate of price 
increase to 10 per cent, and gra¬ 
dually to improve the balance of pay- , 
ments. 

Supply-Side Policy 

Among the most important supply-side 
policies were the following : a reorienta¬ 
tion of the public sector investment pro¬ 
gramme; the strengthening of existing pro* ! 
grammes to enhance agricultural produc¬ 
tivity and the introduction of new ones; 
policies to improve the performance Ojf: 
public enterprises; incentives for private 
sector investment and exports; a reform 
of labour-management relations; new mea¬ 
sures to encourage energy production 
and conservation; rationalization of ad!^ 
ministered prices; and a liberalization 
the import system. 

It was recognized that such awidjhjj 
ranging programme would take time tobf^ 
implemented and bear fruit. The strategy 
was, therefore, to strengthen demapf 
management policies and to introduof 
some initial steps of structural reform ill 
the first year of the programme, wh^ 
conducting studies that would ena6]8 
more fundamental measures to be adopt*! 
in the second and third years. A furthest j 
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I improvement in fiscal performance and 
a reduction in the growth rate of the 
monetary aggregates were targeted on 
the demand management side. On the 
Supply side, agricultural incentives were^ 
improved, and a start was made in the 
process of liberalizing access to imports. 
Tt te public sector development programme 
was to be reviewed with World Bank 
assistance to produce a new three-year 
plan focusing less on major new expendi¬ 
tures in the industrial sector and more 
on programmes designed to encourage pri¬ 
vate investment and to enhance the pro¬ 
ductivity of the existing capital stock. An 
^Agricultural Prices Commission was to 
Reestablished. 

ft Resalts in First Year, In the first year 
kof the programme, Pakistan met, and even 
^improved upon, the basic objectives of 
;the programme (notably credit ceilings, 
'Ralanee of payments and fiscal targets). 
Pakistan was successful in consolidating 
f the economic gains made in earlier years 
Rnd in laying the basis for further pro¬ 
gress in economic performance in the 
Remaining period of the programme 
Respite diffiulties and uncertainties 
|fet the international environment and 
|tjhe burdens imposed by the need 
;tp obsorb additional Afghan refugees 
?(who now number over 2 million), 
^economic growth was almost 6 per cent, 
and the external position improved 
^markedly. These favourable results were 
assisted by the greater availability of 
needed imports, improved price incen¬ 
tives (particularly in the agricultural 
factor), and the Government’s success in 
adhering to its management objectives. 

The overall budget deficit, which had 
been about 9 per cent of gross domestic 
Iproduct (GDP) in 1978/79 and had de¬ 
clined to 6 per cent in 1979/80, was 
£tirt2xer reduced to 5 per cent in 1980/81. 
^his was achieved through further im¬ 
proving taxadministration and budgetary 
control, as well as taking a number of 
discretionary measures to strengthen 
public finances. The more satisfactory 
fiscal outturn enabled the authorities to 
achieve a significant reduction in the 
rate of growth in the money supply, 
ft cm over 18 per cent in 1979/80 to 14 
percent in 1980/81. 

Although the balance of payments was 
precast to daterioratc somewhat in the 


first year of the programme, it Was expec- 
ted that demand restraint, together with 
the impact of measures to enhance agri¬ 
cultural incentives, would contain the 
deficit to manageable proportions. With 
the availability of outside assistance 
(including debt rescheduling) and the 
substantial support available under an 
extended arrangement with the Fund, 
some initial import liberalization could 
be embarked upon without unduly strain¬ 
ing the international reserve position. 

In the event, the balance of payments 
benefited from more rapid growth in 
workers’ remittances than had been pro¬ 
jected and a less-than-anticipated im¬ 
pact of liberalization measures on im¬ 
ports. Exports also continued to perform 
quite well despite a significant appre¬ 
ciation of the exchange rate resulting 
from the strengthening of the US dollar, 
to which the Pakistan rupee is pegged. 
As a result, the current account deficit 
fell to about 3 per cent of GDP, against 
a projected rise to 5J per cent. The 
overall payments positior was in ap¬ 
proximate balance, and gross external 
reserves (excluding gold) rose by about 
8300 million to 81,058 million, a level 
equivalent to about two months’ im¬ 
ports. 

Concerning structural reforms, the 
review of investment strategy led to the 
formulation of a a three-year programme 
for public sector development expendi¬ 
tures up to mid-1984 with a changed 
emphasis. 

Programme for 1981/82. The programme 
for the current fiscal year provides for 
a continuation of restrained demand 
management palicies, together with a 
number of important new structural 
reform initiatives. 

Since the budgetary position in 
1983/8J was broadly satisfactory, the 
fiscal objectives for the current year 
provide for a budget deficit that, as a 
share of GDP, is little changed from 
1980/81. The Government is continu¬ 
ing its efforts to improve the tax struc¬ 
ture and administration and has adopted 
measures to tightly limit the growth in 
in expenditures. The resulting limitation 
of the Government’s reliance on financ¬ 
ing from the domestic banking system 
provides room for a moderate increase 
in the rate of credit expansion to the 


private sector ind pttbtib sector 
prises while keeping the overall rate of 
monetary growth about the same as it 
was last year. Although inflation was 
somewhat higher than the Government 
had hoped in 1980/81, there is a little 
reason to attribute this to monetary 
laxity; and the credit targets for the 
current year appear consistent with a 
further gradual moderation in demand 
pressures. 

On the supply side, the revised Annual 
Development Plan for 1981/82 provides 
fora shift in development spending to¬ 
wards the agricultural sector and social 
and economic infrastructure and away 
from the industrial sector and fertilizer 
subsidies. An action plan is being drawn 
up to improve the efficiency and financial 
performance of public sector enterprises, 
the first stages of which are to be imple¬ 
mented in the current year. These pro¬ 
vide for further improving ;the informa¬ 
tion system and for the devismg of 
systems to improve economic perfor¬ 
mance measurement and eventually, a 
performance incentive system. In the 
energy sector, the authorities are taking 
measures to increase Pakistan’s produc¬ 
tion. While incentives for oil explora¬ 
tion arc good comparable incentives for 
gas exploration are less adequate and 
problems have arisen in increasing pro¬ 
duction from existing oil and gas fields. 

In. public finance, the Government con¬ 
tinues to seek means of improving the 
tax system’s elasticity. 

In the external sector, the Government 
has, as was envisaged in the original 
three-year programme, drawn up an action 
plan to achieve its import liberalization 
objectives. 

The Fund staff has worked closely with 
the Pakistan authorities in assessing the 
impact of these various measures. The 
authorities’ objective of a rate of eco¬ 
nomic growth of 6 per cent can probably 
be attained, together with a further 
moderation in inflationary pressures and 
movement toward a sustainable external 
position. Import liberalization will, 6f 
course, have an impact on the aggregate 
import bill, and some increase in the 
current account deficit is foreseen in the 
current year, inasmuch as the global 
economic environment is likely to affect 
exports. 
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Point of View 


Company Deposits and 

P. Chattopadhyay Convertible Debentures 


Tht author has analysed In detail the pros and cons of the offers of 
company deposits and convertible debentures that have been flooding 
the market lately. He feels that neither company deposits nor 
debentures are a substitute for the financial assistance by the banks 
particularly for meeting current operational needs. Neither can be 
effective tools In containing inflation. The saleability of debentures 
has increased by cosmetic face-lift which makes it imperative to 
give similar concessions to company deposits all this at the cost 
of equity capital. 


The spate of offers to the general public 
for unsecured fixed deposits by a good 
number of companies in the private sec¬ 
tor and some companies in the public 
sector has had serveral background fac¬ 
tors that require sonic consideration. First 
of all, the rates of interest offered are 
higher than the current rates applicable 
to fixed deposits in banks for like periods. 
Second, the interest is payable half- 
yearly in general, though compound inte¬ 
rest lias also been envisaged and offered 
by several companies. Third, this device 
helps to tap funds outside the banking 
channels, thus facilitating mobilisation of 
additional funds. Last but not the least, 
this has considerably helped the compa¬ 
nies to tide over the liquidity crisis in 
the corporate sector. 

Inviting unsecured deposits from the 
public by companies, of course, is not a 
new or novel phenomenon in this country: 
it may be recalled that towards the begin¬ 
ning of this century, deposits from emplo¬ 
yees or directors and their relatives were 
invited and accepted by companies at 
fairly attractive rates of interest. At that 
time, it should also be mentioned here, 
banks were not as responsive to corporate 
requirements and they used to command 
much less significance in the Indian eco¬ 
nomy than now. Banking habits of the 
people then were extremely limited, tho¬ 
ugh even now a considerable part of the 
economy continues to be non-monetised 
The managing agency system that used to 
operate came in handy as a tool for mop¬ 
ping up and mobilising resources from 


one managed company to another in case 
need for such funds arose. The company 
deposit schemes started gathering momen¬ 
tum in the early sixties. Of late, this has 
assumed fairly significant proportions. 
The company deposit scheme was mooted 
with the idea, and it continues to have its 
relevance even now, of meeting short-term 
requirements of funds in amounts much 
larger than available from short-term ac¬ 
commodation by banks and rather lower 
than what would warrant floatation of 
shares and thereby compelling companies 
to enter into long-term commitments 
which they wanted to avoid. 

The Advantages 

In the present conditions in the coun¬ 
try these deposits have several advant¬ 
ages : (i) The return of and on company 
deposits is generally more attractive 
than investment in equity shares; (ii) 
generally payment of interest is on a half- 
yearly basis as against annual payment 
of dividend in the cases of shares; (iii) 
company deposits are guided and regula¬ 
ted under strict supervision of the Govern¬ 
ment and the Reserve Bank of India and 
so are assumed to be more secured than 
investment in shares; (iv) company depo¬ 
sits help mobilisation of additional re¬ 
sources from the people in view of higher 
attractions offered than investment in 
shares or alternative savings channels; 
and (v) company deposits imply mobilisa¬ 
tion of resources in addition to what 
banks are capable of doing. These ad¬ 
vantages are quite significant if one were 


to look at the general savings pheno¬ 
menon in the country, though how far the 
savings net is cast is a matter of doubt 
and dispute. To this aspect we come 
later. 

Diversion of Funds 

It is mentioned that instead of beilt$ 
additional savings mobilised, company 
deposits appear to divert normal sav¬ 
ings from the banking channels and 
thus the condition of additionality is 
not always present. It has been generally 
found that people who respond to 
company deposit schemes are also thojp$ 
who generally invest in shares and as sudft 
the larger sections of the people are not 
directly involved. It is also made out 
that since these are essentially short-term 
devices, company deposit schemes do not 
result in long-term canalisation of fund$ 
into the corporate sector. Companies 
earning moderate profits are likely to find, 
such deposits very costly, for, in addition 
to the declared rates of interest, they have 
to incurc costs of administration and 
other related expenditure. Moreover, the 
amounts collected from such deposits 
main under heavy constraints. A large 
number of regulatory provisions at pare* 
sent guide the amounts that can be collet 
ted, manner of advertisement and discK)* 
sure of information, payment of mterUgi 
and principal. All this has meant 
extra administrative burden for the wtff* 
pient companies, and of course addnt 
costs. 

For instance, no company can aece]}| 
or renew any deposit which is repayabw 
after the expiry of 36 months. On anq 
from April 1, 1980, the aggregate unsecuti 
ed borrowing of a company is limited tq 
only 25 per cent of its net owned capital* 
The ceilings applicable to different type* 
of deposits imply sho.t-term bon owing* 
repayable not earlier than six moiHM 
from the date of deposit or renewal 
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thereof, but seasonal demand shall not 
. exceed 10 per cent of the aggregate paid* 
Up share capital and free reserves of the 
Company. Upto a maximum of 15 per cent 
of the aggregate share capital and free 
reserves would be the limit for deposits/ 
loans against unsecured debentures or 
any deposit guaranteed by any person 
who is or was a director of the company 
at the time of such guarantee or their 
shareholders in the case of public compa¬ 
nies. The ceiling of 15 per cent is inclu¬ 
sive of any short-term deposits/loans 
of less than six months as mentioned 
earliey. Section 58A of the Companies 
Act and the directives issued from time 
to time by the Reserve Bank of India 
clamp tight regulatory provisions for 
Acceptance and repayment of deposits, on 
: the one hand, and interest thereupon, on 
'the other. The procedure for advertise¬ 
ment, the details of operations of the 
company to be included in the advertise¬ 
ment, audit certification, manner of ac- 
, ceptance of deposits and repayments, etc. 
have together made acceptance of deposits 
a rather costly affair, to say the least. 

Stringent Requirements 

The provisions guiding the invitation 
for public deposits as mentioned below 
show the elaborate and somewhat 
Stringent requirements of law and the 
regulations made thereunder : (i) invita¬ 
tion for deposits from the public mcn- 
tionablc in clear terms; (ii) the deposits 
scheme has apparently fallen into two 
jparts, namely, the cumulative deposit 
Scheme and the fixed deposit scheme; the 
former in terms of refund of the deposit 
money with interest at the end of the 
three-year period, i.e. Rs 2000 becoming 
Rs 3000 at maturity—in the other case, 
the rate of interest becomes variable for 
one year, two years and three years vary¬ 
ing from 11 per cent, 12 per cent and 13 J 
per cent in some cases and 14 per cent 
and 15 per cent in some others (15 per 
cent is the ceiling); (tii) the minimum 
amount of deposit acceptable and multi¬ 
ples of stated sums in addition to the 
minimum; (iv) mode of making the depo¬ 
sit, that is, by cash, cheque or draft, etc; 
(v) mode of payment of interest, half- 
yearly, yearly, etc, subject to deduction 
of tax at source; (vi) particulars as rc- 
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quired fender Companies (Acceptance of 
Deposits) Rules, 1975, such as name of 
the company, date of incorporation, 
business carried on, brief particulars of 
management of the company including 
names of directors, profits and profita- 
bility of last three years, nature of liabi¬ 
lities to which the company is committed, 
deposits taken earlier, statement of 
affairs, upper limits of amounts receiv¬ 
able by way of deposits, etc. 

Biting Shortage of Funds 

However, in spile of these limitations, 
companies not only in the private sector 
but also in the public sector have had to 
go in for acceptance of public deposits, 
particularly for the purpose of tiding over 
biting fund shortage for meeting different 
types of cash commitments. Whether 
from the overall point of view, this is a 
healthy trend requires close examination. 
There is a likelihood that the same in- 
vestible funds move from one mode to 
another. A number of fundamental 
questions are involved in all this and 
sooner or later, they will have to be 
faced squarely if the rough edges of cor¬ 
porate financial management are to be 
dealt with on a lasting basis. Particularly 
some of the rules and conditions that en¬ 
hance cash commitments of companies 
require reconsideration with specific re¬ 
gard to the fact that such commitments 
are binding on the part of the companies 
and irrespective of the paper flourish re¬ 
flected in their annual accounts, compa¬ 
nies find cash shortage almost invariably. 
The villain of the piece here is the accrual 
system of accounting which has been 
anchored on sound principles but not 
quite anticipative of the policy measures 
of Government. The result is that com¬ 
panies have found themselves at the 
tether’s end most of the time. No easy 
escape route has been open to them till 
they have fallen sick. After they have 
fallen sick, however, the whole picture 
has changed. But this is beside the issue 
here. 

Advance payment of tax on the basis 
of estimated operations for future periods, 
payment of dividend within three months 
after it has been declared and such other 
conditions have created hardships from 
which the companies find no escape, 
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Apairt frojri the high costa 
are to be procured for meeiing these com¬ 
mitments. The general belief that the 
Indian corporate sector earns high profits 
is belied by facts. There is hardly any 
industry where the general rate of profit 
has exceeded twelve per cent on the net 
assets. Considering the risks involved 
in corporate investment, at least in regard 
to return on capital if not of capital, it 
may be mentioned that it is overtly more 
profitable to put money in national sav¬ 
ings certificates which also would earn 
about the same rate of interest and would 
carry no risks at all. In such situations 
the desperate conditions in which the 
Indian corporate sector finds itself re¬ 
quire close examination for possible rela¬ 
xation of some of the constrictive regu¬ 
latory measures. 

Stoking Inflation 

It may be mentioned that such relaxa¬ 
tion may mean contribution to further 
inflationary pressures because of the ex¬ 
cess liquidity in the economy. Against 
such arguments, it may be mentioned 
that the excess liquidity in the economy 
is essentially in the non-corporate sector 
rather than in the corporate sector where 
all the cards are played on the table, or 
at least are supposed to be so played. If 
on the basis of stock valuations and un¬ 
realized sales revenue, a company has 
shown profit in the annual profit and loss 
account, it is driven to desperation to 
find cash because, in the meantime, the 
incomc-iax department, sales tax depart¬ 
ment and other authorities will immedia¬ 
tely jump upon it. Where from the 
money will come has hardly been any¬ 
body’s bother. Another factor which has 
eaten into the profitability of these com¬ 
panies is the cost of debt realization in 
conditions in which debts are shown to 
linger for periods of more than one year 
in many cases, inclusive of both private 
and public sectors. In such situation!* 
some concession or relaxation in the 
rules may allow the companies a leeway 
which is not illogical. 

The context of company deposit and 
the content and character that it has been 
given require a fresh look. Apparently, 
the law of diminishing returns has been 
in operation with this device as has ta&n 
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sensitive and 

acceptable convertible debentures. 
Though comparability between the two 
has been somewhat affected by their in* 
herent differences, from the point of view 
of the investor, the contrast between 
them has played a significant role in 
shifting preference for debentures as 
against deposits. The contrasting featu¬ 
res are underlined below for the stand¬ 
points they offer to the investor, the reci¬ 
pient companies and the Government. 
A certain extent of manipulation has also 
been there particularly in debentures, that 
may show up later, though not quite ob¬ 
vious initially. 

As stated earlier, there was quite 
a cognizable boom in company deposits 
that the country witnessed during the 
year 1979*80. This somewhat receded 
during the next year, while there was an 
apparent reverse trend in company depo¬ 
sits since April, 1981 which somewhai 
corresponded with a rapid growth in pub¬ 
lic response to equity and convertible 
debentures. Many factors are responsi¬ 
ble for this up and down of company 
deposits as against the new trend set by 
convertible debentures. If Government 
did not change the original stance with 
respect to debentures, the picture would 
have been fundamentally different. The 
noticeable lukewarm response to deposits 
has been due more to extrinsic than in¬ 
trinsic reasons. 

Window Dressing 

First of all, debenture interest was peg¬ 
ged earliet at a rate lower than allowable 
for company deposits. Second, deben¬ 
tures have all the advantages of company 
deposits but not some of the disadvanta¬ 
ges. Third, convertible debentures 
have been made more attractive than 
company deposits through a flexible 
policy adopted by the Government. Last 
but not the least, there has been an ele¬ 
ment of window-dressing in company 
debentures, particularly with reference 
to the convertibility clause. This issue 
has already come up in the context of 
TELCG Convertible Debentures, ft is 
possible to manoeuvre the convertibility 
clause even within the boundaries of the 
law. 

From the corporate point of view, 


offering litres'Seen economi¬ 
cally mom viable thafa deposits m so far 
as payment of interest need not be half- 
yearly, nor need it be entirely tagged on 
to the end of the period of tenure of 
deposits. The company deposits are for 
a period of 36 months or so while a 
longer tenure is applicable for deben¬ 
tures. The companies are afforded a 
better chance to manoeuvre in the con¬ 
text of Convertibility, payment of de¬ 
benture interest and appropriation of 
debenture interest towards adjustment 
for issue of equity shares at a later date. 

Repayment Difficulties 

Repayment difficulties have also acted 
as a damper to public deposits. In all, 
therefore, viability of convertible deben¬ 
tures has made companies offer this 
device rather than deposits. The in¬ 
terest rate being similar, the attractions 
from the point of view of the public are 
about equal in both the cases though 
companies have preferred debentures 
rather than deposits. After all, the de¬ 
bentures are secured and salable readily. 
Inthe circumstances there has been 
better response to debentures than 
deposits by the public. This itself is moti¬ 
vated by several factors, one of which is 
much less bother. In more ways than 
one, therefore, company deposits and 
debentures can be called competitors for 
acceptance by the public. The relatively 
higher attractions of debentures arc, 
however, not to be underplayed. 

The convertibility clauses as permitted 
by Government and adopted by seve¬ 
ral companies on the follow¬ 
ing lines: (a) interest at 13-1/2 per cent 
per annum or at 14-1/2 per cent if the 
equity dividend for the preceding finan¬ 
cial year is 15 per cent or moie—since 
the dividends for 1980 was 15 per cent, 
interest on the bonds will be at J4-1/2 
per cent for 1981; (b) interest to bond¬ 
holders will be paid half-yearly and 
interest to successful subscribers 
from the day next following the date of 
closure of subscription list; fc) option 
to redeem part of the bond money into 
one or more equity shares of stated face 
value at the end of some period of time 
from the date of allotment: (d)if the 

27 


cpthpaay makes" any bonus issuc(s) 
prior to the date fixed for exercising the 
option, that part of the money which is 
convertible into equity will stand pro¬ 
portionately reduced in the same ratio 
such bonus share capital bears to the 
expanded equity capital on account of 
such bonus issue and the entitlement to 
equity shares of bondholders shall stand 
augmented proportionately: (e) where 
the option to receive equity share is 
exercised, repayment of the balance 
face value of the bond is to be at the 
end of the seventh, eighth, ninth and 
tenth years respectively from the date 
of allotment of the bonds; (f) applies 
tion should be for a minimum number 
of bonds; half the face value will be 
payable on application and the remain¬ 
der half on allotment; (g) the bonus 
will be listed on stock exchanges; (h) 
the unconvertible portion of bonds to-' 
gether with interest thereon and other 
payments will be secured by an equitable 
mortgage in favour of the trustees and 
agents to be appointed by the Board of 
Directors in the form of a mortgage by 
deposit of title deeds in respect of the 
company’s immovable properties and 
hypothecation of all the movable pro* 
perties of stated descriptions. Such 
mortgage/charge will rank pari passu 
with other charges to be created in 
favour of other parties for security de¬ 
posit and deferred payment guarantee. 

Facelifting Operations 

Obviously, quite a few faediftiuf 
operations have taken place to make 
debentures more acceptable to the pu^ 
lie. Some of these are real but sopk 
others are not so real. Repurchase o; 
debentures at their face value either 
from the maiket or from the holders h 
an assurance against fluctuation in thefi 
prices both for genuine reasons and fa 
speculation. The declared assuranci 
that the interest rates applicable 6 
debentures would be revised upwards ii 
step with dividend or issue of bohtt 
shares has also boosted the attraction 
of debentures. The salability of die 
bentures and the context of buy-back a 
par have enhanced their liquidity I 
These cosmetics have had their imp^ 
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Stef* the growing response of the people 
to offers for debentures.,. The Straight 
debentures, bereft of all these condi¬ 
tions and carrying lower rates of interest 
Were naturally much less attractive than 
the new debentures, beating the company 
deposits in what can be called a leap¬ 
frogging game. By the same token, 
one may expect a similar face-lift for 
company deposits also once the deben¬ 
tures have had their heyday and are 
;past their prime. 

For instance, the period of tenure may 
be extended from three to five years. 
The yearly interest may be a little higher 
than half-yearly rates; there may be,no 
deduction of tax at source for deposits 
j£n small lots; the minimum amount of 
^deposit may be Rs 500 or even Rs 100, 
[making deposits attractive and accessible 
to rural folk; and expounding of in¬ 
terest may be totally exempt from in- 
cpme-tax. The leap-frogging game may 
t .be a continual one upto a certain point 
: &ttd in keeping with other policies and 
practices of the Government and the 
companies concerned. However, all 
;the$carc no substitute for a sensitive 
Corporate financial policy, on the one 
ihand, and banking and monetary policy 
■of the Government, on the other. 

Interesting Example 

! It is, however, not necessary that 
^companies convert the debentures into 
shares at a premium. A recent offer for 
convertible debentures by the Delhi 
0oth and General Mills Company 
limited, New Delhi, has the following 
to say: Several features of this issue 
make this an attractive investment pro¬ 
position. Firstly, the conversion is being 
offered at par and that too jusi about 
1-1/2 years after the debenture issue. The 
investor will hence be in a position to 
Inquire the equity share at a price much 
tower than its market price. Secondly, 
the company will offer a minimum inte¬ 
nt of 13.5 percent per annum. If in 
any previous year the dividend declared 
by the company is in excess of 12 per 
Cent, the debentureholders will be entitl¬ 
ed to an additional interest of one per 
cent in that year. As the company has 
already declared dividend of 15 per cent 
for the year ending June 30, 1981, 


the debentnreholddb TSiM; 
rest at the rate of 14,5 per cent for 
the first year. Thirdly, the company has 
a number of major expansion and diver¬ 
sification plans involving a capital out¬ 
lay of over Rs 90 crores, which are 
expected to be completed in the next 
few years. Consequently, the profitabi¬ 
lity prospects in the future are good and 
it can be safely expected that there will 
be no difficulty in servicing the enlarged 
equity capital in a satisfactory manner. 

Profitability Link 

It is essential to underline in this con¬ 
text that the entire picture is linked with 
profitability which has shown high varia¬ 
tion except in a few cases. With profit 
dipping, the conversion prices are likely 
to be higher than current market prices. 
In addition, current prices of equity 
share > may be even lower irrespective of 
piofit. Caution is, therefore, pleaded, 
pa;ticularly because a rup.c in hand now 
is-worth much more than two in the 
future, to distort the argument in dis¬ 
counted cash flow. Some authors have 
drawn attention to the brighter side of 
the coin. The unwary investor has t > 
remain conscious of the darker side as 
well. 

Company fixed deposits which stood 
at Rs 526.2 crores at the end of March, 
1977, have risen to as high as Rs 900 
crores at the end of March 1980. During 
1980-81, the incremental growth came 
down to Rs 200 crores. There are indi¬ 
cations that the incremental growth 
during the current year may be 
well below Rs 100 crores. The dicline 
in the incremental growth rate of 
company deposits has been lc>$ in 
the cases of non-financial than finan¬ 
cial companies. Thus, at the end of 
March 1977, out of the cumulative 
fixed deposits of Rs 526.2 crores received 
by all companies covered by the Com¬ 
panies (Acceptance of Deposits) Rules, 
1975, non-financial companies accounted 
for Rs 422.7 crore. Th; first seven 
months of 1981-82 witnessed a signi¬ 
ficant rise in the yield of issues of equity, 
preference shares and debentures to the 
tune of Rs 230 crores. It may be men¬ 
tioned here that during the whole of 
1980-81, the corresponding yield was 


fiimpirii 

sector undertaking* allowed to take 


deposits from the public have, so far 
been able tu.net only Rs 80 crore during 
the period from July, 1980, onwards. 


In a period of liquidity crisis, com. 
panics had desperately attempted to 
procure funds from many different 
sources and for this purpose whatever 
cost they have had to bear they were 
agreeable particularly in view of the fact 
that the opportunity cost of not having 
sufficient liquidity would have been 
disastrous. Thus, it may be a fact that 
it is not necessarily a set of economic 
explanations that can fully account for 
the rise or fall in company deposits, 
competition offered by debentures and 
deposits, guarantees and other funds 
received by companies. The villain of 
the piece is the biting shortage of work¬ 
ing capital, immediate requirement of 
honouring cas'i commi ments and stunted 
growth of funds from own operations. 
That company deposits and deben¬ 
tures eat into the vitals of the 
operational economics of companies and 
that the cost < f these funds has been 
higher than the profitability rate cannot 
be gainsaid. The impact of all this on 
the profitability of these companies will, 
however, require some time to clearly 
manifest. 


Lasting Solution 

The growing ailment caused by shor¬ 
tage of funds even for meeting the 
genuine and demanding needs of business 
can and should be attacked on a lasting 
basis only by strengthening the equity 
base of companies, building up enough 
reserves and efficient and sensitive de¬ 
ployment of funds while, at the same 
time, devising sensitized credit manage¬ 
ment schemes so that they do not face 
cash shortage at moments of need and 
have to run helter skelter for funds at 
any cost. Company deposits or deben¬ 
tures are no substitute for devising 
means of extension of financial assis¬ 
tance by banks, particularly for meeting 
their current operational needs. This is 
a condition that applies with equal force 
in both public and private sector enter¬ 
prises. Neither company, deposits nor 
debentures can be a hundred per cent 
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guarantee of mobilization of funds for 
purposes of containing inflation. In 
many cases, because of attractions offer¬ 
ed by both company deposits and de¬ 
bentures, funds have been diverted from 
one channel of investment to another. 
In the circumstances, the impact on the 
economy at large in terms of boost in 


production, rise in employment, fall in 
prices and so on may not be immedia¬ 
tely calculable but over a period of time, 
the cost effectiveness of anti-inflationary 
measures by the Reserve Bank and the 
government will have to come up for 
proper reckoning. There is widespread 
suspicion that many of these anti-infla¬ 


tionary measures have willy-nilly contri¬ 
buted to inflation instead of checking 
it. Where productive effort should be 
given a spart, events and policies have 
conspired to nip : t in the bud. Time we 
took stock of what was happening and 
why. 


TRYSEM Needs a Trial A. K Rajula Devi 


The introduction of the National Schema of Training for Rural Youth 
for Self-Employment is a laudable effort at taking industrial enterprise 
to the countryside. The author who is associated with the National 
Institute of Rural Development, Hyderabad, as a Research Associate, 
has made a study of the working of the scheme in Visakhapatnam 
district and found that there is a lack of follow-up action which 
* could see that the trainees under the scheme are fruitfully employed. 
She suggests that a wholetime project official should bs appointed 
in each district where the scheme has been introduced to see to 
the implementation of the programmes under the scheme. 


Thj* National Scheme of Traning for 
Rural Youth for Self-Employment, popu¬ 
larly known as TRYSEM, was initiated 
in August 1979. Its main thrust is on 
equipping rural youth with necessary 
skills and technology to enable them to 
seek self-employment. The objectives are: 
(1) to achieve over-all socio-economic 
improvements in the rural scene, and (2) 
to provide facilities in modem and tech¬ 
nical know-how to increase produc¬ 
tion and thereby raise the per capita 
income in general. 

The programme of TRYSEM was intro¬ 
duced in Andhra Pradesh in Visakhapat- 
nam district. In order to have a sample 
idea of the field situation and assess the 
implementation of TRSEM, an indepth 
study was made. As regards the selec¬ 
tion of beneficiaries for training, the 
selection was made from the list of back¬ 
ward classes, scheduled castes, destitute 
women and the physically handicapped. 
Initial selection was done by the Village 
Development Officer. The major crafts 
pursued were rural electrification, poultry, 
carpentry, tailoring, toy-making and 
automobile repair. As part of the study, 
19 training institutes were visited and 
interviews of the staff involved were 
taken. Out of 65 trainees who were 
interviewed, as many as 40 (62 per cent) 
were drawn from the families whose total 
annual income was Rs 1500 or less (see 
tabic next page). Their average annual 


family income works to Rs 1,495 only. 
This is an indication that th: focus of 
TRYSEM is on the rural poor. 

A few glaring snags observed at the field 
situation are: (i) as far as post-training 
activities are concerned, a sizable number 
of candidates have indicated that they 
would like to have jobs rather than estab¬ 
lish their own units, (ii) about the capa¬ 
bilities of the beneficiaries selected for 
training, the stall' was of the opinion that 
only 10-15 per cent of the beneficiaries may 
be able to imbibe skills. The field experi¬ 
ence could be summed up with the com¬ 
ment that training, by and large, is quali¬ 
tatively weak even when related to the 
situation in the field. The perception of 
an average trainee is to find some job 
after training—an impression given to 
trainees at different levels, particularly in 
regard to Vizag Steel Plant. Therefore, 
the basic question remains unanswered- 
how to provide necessary inputs to the 
neglected group of the poor and bring 
about a change in their attitude so that, 
enterprises can really be visualised under 
‘TRYSEM’. 

Here are some suggestions, based on the 
case study, for strengthening TRYSEM. 

(/) Organisational structure: A com¬ 
mittee at the district level headed by the 
Collector, comprising heads of other 
departments such as Project Office, Gene¬ 
ral Manager of DIC, Training Institutes, 


< fficer f.om a bank and other financial 
institutions, selects the candidates, but 
th; same committee is unable to take up 
efFective monitoring except reviewing the 
posit on in general. It is, therefore sug- 
gesteJ that there should be some officer 
who would pursue this programme as a * 
whole-time activity. Since there is no 
industries expertise available with the 
Project Office at present, it is suggested 
that there should be a full-time Assistant 
Project Officer (Industries) in all district 
rural development agencies wherever 
such officers are not available. This would i 
enable the Project Office to set up ait v 
industries cell to monitor programmes : 
conn:cted with TRYSEM. 

(//) District Industries Centre (O/C): 

It is noticed that at present there is no 
specific officer to supervise TRYSEM ; 
programme in the DIC. It is suggested 
that a functional manager of DIC should ! 
supervise the entire programme from thfc)' 
angle of industrial extension in rural ( 
areas. The focus of TRYSEM so far has 1 
be;n only on training, with the result tba|| 
pre training and post-training operation^ 
arc neglected. The role of the Functional^ 
Manager should be to monitor existing^ 
training programmes and, while the train^ 
ing is on, he should chalk out the follow^ 
up to enable the beneficiary to set up his-? 
own establishment. He could very well) 
be in touch with such agencies as th«f\ 
AP Infrastructure Corporation and! 
could select sites fairly in advance sotbgi) 
sheds are made available by the time? 
training is over. The same should be 
case with machinery and equipment. 
the quantum of goods produced is likely* 
to be sizeable, there should be an agency) 
to look after marketing operation of| 
these units. It is suggested that besides! 
a Functional Manager for TRYSEM in ^ 
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the DIC at the district level, at least some 
one within the DIG should cater for 
marketing aspects. 

(///) Rural Marketing Centres : Pro¬ 
ducts in the traditional sector will have 
the problem of marketing and it is worth 
emphasizing that production is one aspect 
; of the total cycle of any industrial acti¬ 
vity. Again, critical inputs have to be 
; made available. So a Rural Marketing 
Centre should be set up in each block to 
provide storage facility for raw materials 
; and also to ma ket the goods produced 
^ in rural areas. It should also have a 
; small design centre so that an artisan is 
t helped in the simple improvement of his 
; design. 

;; ; (iv) Village Development Officer : The 
: role of VDOs is most crucial. Therefore, 

[ the specific suggestions made in respect 
|oftheVDO arc: (1) He should undergo 
i an industrial orientation programme so 
: that in the initial probing he is able to 
4give some idea to the beneficiaries about 
Sthe type of industrial units which could 
: be set up in the area. (2) The VDO 
[Should also be oriented towards, the 
parameters which would identify capa¬ 
bility of starting an enterprise—needless 
tp say, any enterprise failure would act as 
(!a damper on the entire programme, or on 
|$be other hand, any enterprise becoming 
^successful in the area will have considera- 
demonstration effect. (3) At present, 
% appeais there is no coordination bet- 
tyeen the BDO and the Project Office. A 
Suggestion regarding this is that the Pro¬ 
ject Office and the Office of the BDO 
[should belong to the same ministry. Orga¬ 
nisationally, therefore, some mechanism 
has to be evolved so as to have effective 
coordination between the BDO and the 
; Project Office on the one hand, and bet¬ 
ween the Project Office and the D1C on 
the other. Unless some such approach is 
r adopted, chances are that all these 
departments might be working at eross- 
) purposes. 

(v) Strengthening the State level orga¬ 
nisational structure: At present the ope- 
1 rational side of TRYSEM is looked after 
by a Deputy Secretary in the Rural 
Development Department. He has no 
professional expertise. The TRYSEM pro¬ 
gramme is extended to all the 346 blocks 
in Andhra Pradesh. If the revised target of 


Annual Income of Trabtees biterviewed 


Range of Income 
in Rs 

No of Candidates 

Mid-value 
of income range 

Total income 
in Rs 

500- 700 

7 

600 

4200 

700- 900 

5 

8C0 

4000 

900-1100 

12 

1000 

12000 

1100-1300 

6 

1200 

7200 

1300-1500 

10 

1400 

14000 

1500-1700 

3 

1600 

4800 

1700-1900 

8 

1800 

14400 

1900-2100 

5 

2000 

10000 

2100-2300 

2 

2200 

44C0 

2300-2500 

3 

2400 

7200 

3000 

2 

3000 

6000 

4000 

1 

4000 

4000 

5003 

1 

5000 

sooo 

Total 

65 


97200 


Average income of the family of a beneficiary =Rs 1495.38 


100 trainees per block are to be identified 
in a year, it would imply that about 34,600 
beneficiaries have to be trained. Besid¬ 
es training these beneficiaries, monitoring 
and appropriate follow-up would have to 
be maintained and also should ensure the 
success of enterprises set up by the trai¬ 
nees. It is, therefore, suggested that there 
should be a full-fledged cell in the Depart¬ 
ment of Rural Development with major 
divisions. Another suggestion is that if 
TRYSEM programme has to be of a conti¬ 
nuing nature, it should have a structure 
similar to a Directorate or a Corporation, 
example—Directorate of Industries, 
Backward Class Corporation, etc. 

Tentatively the following major divi¬ 
sions are suggested in the organisational 
set-up at the State level for meeting their 
total requirements of TRYSEM pro¬ 
gramme! 

(a) Industrial Extension : To identify 
the right type of ben:ficiaries who can 
really start an enterprise is a challenging 
task. Even if various inputs are made 
available, it is idealistic to expect that all 
the enterprises would succeed. Only those 
beneficiaries who show relatively greater 
initiative and innovative capability are 
likely to succeed in t^eir ventures. The 
quality of enterprise and initiative which 
is often seen in an urban entrepreneur 
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is often missing within the poverty 
groups. 

Even though TRYSEM is part of IRDP, 
the linkage is often missed. Industries 
work is taken up separately. Today the 
selection of the trainees is done on an 
ad-hoc basis by a committee but in the 
long run the approach has to be scienti¬ 
fic. This can be done by an enumeration 
of persons below the poverty level, assess 
the occupations suitable for the identified 
persons and build up an infrastructure 
with forward and backward linkages. As 
to win will dv> the industries part of the 
work has to be decided by the Government 
taking into consideration the man-power 
in the district or the block. 

( b ) Project Division: As in the past, 
the project division without harping on 
traditional crafts, should identify pro¬ 
jects which could possibly be made viable. 
As regards tertiary sector it has got tre¬ 
mendous potential and there is no agency 
working on viable projects/ideas. 

(c) Infrastructure: At present data is 
lacking as to what type of inputs could 
be made available to the artisan type of 
units. Since the development of working 
shed has to be a concurrent activity with 
that of training, a division should work 
on the economical site of shed and should 
work with corresponding agencies to make 
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dard working sheds. Small-scale units 
are covered through a programme of 
industrial estates, but cottage type of 
industries are not. This is due to want 
of a total block plan wherein these occu¬ 
pations get the necessary infrastructural 
support as part of the departmental acti¬ 
vities. 

(d) Raw Materials : With the emer¬ 
gence of an important programme like 
TRYSEM, there is the necessity of a 
division which would ensure prompt sup¬ 
ply of various inputs and raw materials 
to village industries as a whole. 

(e) Marketing: The concept of Rural 
Marketing Centre is in an embryonic 
stage. Its role has to be activated. A mar¬ 
keting division in the Industries Depart¬ 
ment may be able to negotiate on behalf 
of entrepreneurs with various State and 
Central agencies and may try to book bulk 
orders which in turn could be allocated 
to various blocks in the State. Ultimate¬ 
ly a Marketing Corporation for rural 
industries products has to emerge. 

(/) Training Division : Without identi¬ 
fying the opportunities of an enterprise 
in an area, the major focus of agencies 
concerned with TRYSEM is to achieve 
the target in respect of training. Opportu¬ 
nities should be identified settlement-wise 
and they should be linked with the bene¬ 
ficiaries. Training institutions should not 
only be concerned with the imparting of 
skills but also of the post-training events. 
Also the TRYSF.M instructors should 
be thoroughly oriented on the objective 
of the scheme and they in turn have to 
orientate beneficiaries on the concept of 
self-employment, which presently in 
missing. 

The duration of training has to be 
made flexible The major task is not 
only to cover the syllabus but also the 
development of skills. It is, therefore, 
suggested that the duration and the mode 
of training should be left to the Project 
Office with broad guidelines from the 
Department of Technical Education. 

As regards the quality of training in¬ 
frastructure, there needs a sustained 
effort to train trainers, to strengthen trai¬ 
ning institutions and to maintain a conti¬ 
nuous follow-up, 

Training: The training institutions need 
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ting trainees; if this is not done the re¬ 
sult would be that, right from the incep¬ 
tion, training organisations would have a 
feeling that their task is only to train a 
beneficiary. The focus of training has to 
be on self-employment and not on mere 
employment. 

To train TRYSEM participants, addi¬ 
tional personnel and equipment arc requir¬ 
ed. Some nucleus staff on a wholetime 
basis would not only be needed to train 
beneficiaries but would also maintain the 
follow-up of the progress made by each 
trainee in the midst of training. These 
trained instructors would form part of 
Rural Enterprise Cell of that particular 
institute. 


areas where demand for skills has been ' 
identified. 

Organisation of Units : The organic 
sational pattern of proposed units as 
per the block plan under 1RDP would be 
the cluster approach, where in-service, 
and input facilities would be provided. 
A more practical way of facilitating them 
to organize themselves could be through 
partnership as they would provide sup¬ 
port to each other and at the same time 
would develop a functional specialisa¬ 
tion. For example, one may look after 
production, another will look after in¬ 
puts needed for the units and the third 
may focus attention on marketing and 
sale. 


According to the Sixth Five Year 
Plan, 500trainees would be expected to 
be covered per block; hence a training 
institute will have to equip itself in two 
directions; (a) to impart training to fresh 
candidates and (b) to impart training to 
those who have already been trained 
and need further training. 

Infrastructure: An important reason 
why most of the trainees have not been 
able to set up any unit is that there is 
no agency which takes care of infra¬ 
structure needed for units to be set up 
under TRYSEM. And this is largely 
due to the want of a systematic block 
plan visualising the trades and locations 
for employment. So there should be a 


x 

x 
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Selection oj Beneficiaries : The most 
important part of the programme is the 
selection of candidates as the success of, 
the entire programme depends upoi* 
their aptitudes and the skills they 
acquire. Identification of bencficiartelj 
through a baseline survey appears to b& 
the answer. Since TRYSEM has td 
cover rural areas the selection criteria 
are crucial. It is, therefore, suggested 
that (i) some sort of simple aptitudj; 
test suited to this poveity group, may b| 
undertaken which may not be difficult 
for any vocational institute to evolve] 
and (ii) there should a test as to whetife 
the candidate displays some entf^ 
prencurial ability, which would en&bll 
him to make a success of the venture! 
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. Problems of Scheduled Castes aud Scheduled Tribes in India : A.N. Bhardwaj; 
Light & Life Publishers, New Delhi, Pp 117; Price Rs 50. 

Eight Furlongs to Freedom : T.K. Ravindran; Light & Life Publishers, New Delhi; 
Pp 372; Price Rs 100. 

f Medicine for the Masses—A Window on Pharmaceutical Industry : Madan Gaur; 

■y. Press and P.R. Services, Bombay; Pp 233; Price Rs 150. 


A Critique of the Finance Commission : G. 

bad; Pp 2C2; Price Rs 40. 

School and Mental Abilities : P. Sandeep; 
I 205; Price Rs 80. 

Freedom Movement in Kashmir : Ghulam 
j New Delhi; Pp 523; Price Rs 140. 

ji'’; It ts paradoxical that the problem ol 
untouchability has been assuming mc- 
I nacing proportions after more than 
f thirty years of independence. Belcchi 
;i in Bihar, Barahiya, Darmapkra, Jama- 
| tand, Pathodha and Deoli have all come 
f to signify possible caste war. Mass con- 
version of Harijans into Islam and the 
possible danger which such a movement 
ij poses for the future of India appear to 
! have given a rude shock not only to 
'j Hindu reformers but even to con&erva- 
ly fives among them. A.N. Bharadwaj has 
| therefore done well to draw attention in 
t his Problems of Scheduled Castes and 
f Scheduled Tribes in India to the prob- 
jj lems of these sections of our society and 
5 suggest some constructive measures to 
; solve this problem. 

, The authoi has rightly pointed out 
\ that the existing policy of the Govern¬ 
ment needs drastic change. This is ob- 
l vious from the fact that its working 
over more than three decades has failed 
to ameliorate their wretched economic 
and social conditions. 

The financial outlays, expenditure ip- 
. curred during various Five Year plans 
jin d achievements of physical and finan¬ 
cial targets have all been discussed at 
- length. The analysis reveals the gloomy 
picture showing that the actual achieve- 
! ments fell far short of the targets and 
how these unfortunate people continue 
to be the victims of ignorance, back¬ 
wardness and exploitation by various 
sections of society and political parties 
for their selfish ends. 


Thimmaiah; Wheeler Publishing, Allaha- 
Light & Life Publishers, New Delhi; Pp 
Hassan Khan; Light & Life Publishers, 

Reviewed by Academicus 

On the basis of his analysis, the author 
lias emphasised the necessity of com¬ 
plete reorientation of approach towards 
the problem of scheduled castes and 
scheduled tribes. He is of the opinion 
that the problem of scheduled castes and 
scheduled tribes should be treated as a 
problem of economic backwardness, not 
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however on the basis of class or caste 
but as individuals. This is because while 
many belonging to scheduled castes and 
tribes are financially quite well off, the 
so-called upper castes have many among 
them who are much be!ow r the poverty 
line. The author feels that when the 
extremely poor from the so-called upper 
castes find themselves discriminated 
against in spite of their brilliant acade¬ 
mic and other records in regard to jobs 
and promotions, they express resentment 
and look upon preferred members of 
scheduled castes and scheduled tribes as 
usurpers of what legitimately and mo¬ 
rally belongs to them. This, according 
to the author, can be averted, if prefe¬ 
rential treatment in regard to jobs and 
allotment of housing sites and such other 
concessions are given purely on the 
basis of economic backwardness and not 
on the basis of caste. There is no doubt 
that there is a certaip amount of vali¬ 
dity in what the author says. The up¬ 



risings by upper class students in Gujarat 
and Bihar are a proof of this. 

As an immediate step the author has 
suggested that the village headman, 
police official and gram panchayat 
should be held responsible for atrocities 
committed on Harijans in their area and 
should be suitably punished in case of 
their failure to protect them. He has 
also suggested that mass fines be imposed 
on areas where such atrocities take 
place. 

There is no doubt that caste prejudices 
and conflict s are on the increase since 
independence. Various political parties 
are exploiting casteJdifTerences for gaining 
political power and patronage. There is 
also no doubt that the policy of reserva¬ 
tions and concessions has not borne ex¬ 
pected fruit. If anything, the problem 
is assuming increasingly menacing pro¬ 
portions threating t he unity of the counti y 
and its political stability. 

One good thing that has resulted from 
recent mass conversions of Harijans 
into Islam is that Hindu leaders are 
awakened to dangers of such a pheno¬ 
menon and have become aware of the 
need of some immediate and effective 
reforms in Hindu society. The youths 
should come forward and work with 
missionary zeal for the upliftmenl of 
these oppressed classes, if they are not to 
be compelled to leave the Hindu fold. 
Also huge trust funds of Hindu temples 
such as Tirupati should be devoted to 
the economic and social amelioration of 
the Harijans and scheduled tribes. Un¬ 
less these long-oppressed castes feel a 
sense of economic and social security in 
the Hindu fold, they are bound to feci 
alienated and think of drastic measures 
which would be most unfortunate, both 
for the Hindu society and the country. 

SORDID ASPECTS 

Perhaps the most sordid aspect in the 
history of human relations concerns the 
social evils of untouchability which 
prevented the members of the so-called 
lower castes in Hindu society from 
enjoying even the normal right to the 
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use of pubfte roads, w$H$, sciiooib, law 
courts and temples* 

It would seem that among all the 
parts in India, Kerala for Jong was the 
worst sinner in practising untouch- 
ability. T.K. Raviudran in his Eight 
Furlongs of Freedom has attempted to 
analyse the great socio-political move¬ 
ment for securing freedom to the un¬ 
touchables to move along public roads 
around the Vaikkam temple in Travan- 
core. 

Problems Analysed 

The author has tried to analyse several 
aspects of the problem of pollution and 
attendant social and religious diabilities 
of the low castes among Hindu society, 
the efforts of eaily reformers to remove 
the evils, the motive of the Indian 
National Congress in taking up the issue 
for a final settlement, the mode of con¬ 
duct of the campaign launched under the 
patronage of Gandhiji in 19-4, welcome 
change that the movement brought about 
in the attitude of the Government and of 
the masses and the final outcome of the 
struggle at Vaikkam. It might be said 
that Gandhiji launched his first campaign 
of satyagraha at Vaikkam for securing to 
untouchablesS the right of free movement 
along public roads. It is therefore strange 
that most historians of the Indian Natio¬ 
nal Congress are silent about this pioneer¬ 
ing movement in Vaikkam. 

The author has shown how Vaikkam 
satyagraha grew out of the conflict and 
contradictions inherent in the Hindu social 
order rooted in the caste system and 
mounting demand for social and civil 
equality by the large majority among 
Hindus who were treated as outcastes in 
the princely State of Travancore not only 
by the people but even by the Government. 

Spread of education, acquaintance with 
the British sense of justice, contact with 
the liberal English traditions displayed by 
the British administrators in India and 
the role played by some of the enlightened 
Hindu social reformers gradually brought 
about awakening among the oppressed 
classes among the Hindus. The Vaikkam 
satyagraha in 1924 was only the eruption 
of the gradual process of awakening 
among the untouchable classes in Travan¬ 
core. 
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As a result of the Vaikkam satyagraha 
about eight furlongs more were added to 
free roads (and hence the title of the 
book). 

The decision of the Government of 
Travancore to throw open the prohibited 
roads on three sides of the Vaikkam tem¬ 
ple keeping the one on the eastern side 
closed to untouchables among the Hindus 
and non-Hindus can, according to the 
author, by no means be interpreted 
as a remarkable success for the movement 
or the Congress which spearheaded the 
movement. Not only were not all roads 
declared open for untouchables but it 
must be remembered that the satyagraha 
movement was started with higher objec¬ 
tive viz, gaining recognition to absolute 
right of all citizens to move about freely 
on all public roads. That still remained 
a far cry and therefore the author calls 
the result of the satyagraha a moral de¬ 
feat for both the Congress and Gandhiji. 
But on the other hand it might be said 
that the Vaikkam satyagraha succeeded 
in creating an atmosphere of free political 
discussion and increasing awakening 
among the untouchable in Travancore. 

One feels agonised when reading the 
book which explains the travails of the 
untouchables in the country. Caste feel¬ 
ing is extremely deep-rooted in the coun¬ 
try and one wonders whether the evil can 
be destroyed completely within the demo¬ 
cratic framework adopted by the country. 
The plight of untouchables is growing 
worse even thirty years after indepen¬ 
dence. One is left wondering, whether, 
how and when the evil of untouchability 
would be totally eliminated. Desperate 
diseases appear to need desperate reme¬ 
dies. Hindu'culture and temperament 
appear to be congenitally incapable of 
radicalism in any sphere of human acti¬ 
vity. 

DRUGS IN DOLDRUMS 

The pharmaceutical industry in India 
is very much in the news for quite some 
time. Madan Gaur has in his Medicines 
for the Masses—A Window on Pharma¬ 
ceutical Industry made an attempt 
to go into the causes of the numerous 
problems which the industry has been 
experiencing. He has made a number 
of suggestions to make this vital industry 
viable and prosperous. 
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The man in the street reads about the 
conflicting picture of the pharmaceutical 
industry in India in the newspapers and 
is hardly aware of the developments 
which are taking place in an industry 
which for him might mean a matter of 
life and death. It would therefore be 
instructive to know the real facts and 
problems of this industry. 

The author has contended that Govern* 
ment has been flouting the laws of econo¬ 
mics and putting restrictions and cons* 
traints which are not only obstructing 
gradual progress of the industry but has 
actually made its future bleak and un¬ 
certain. Government appears to have 
learnt nothing from the disastrous conse* 
quences of its intervention in textile, jut$ # 
sugar and cement industries. ;; 

Unremunerative Prices 

According to the author, the Drug 
(Prices Control) Order (DPCO) of 1979 
by fixing prices of a number of essential 
drugs at unremunerative level, has at one ; 
stroke shaken the very foundations of.. 
the phaimaceutica! industry in the 
country. » 

The pharmaceutical companies hav^;? 
contended that while issuing the drug ; 
control order, the affected companies 1 
were not given any opportunity to present ■ 
their point of view. This is contrary tq ‘ 
natural justice. The affected companies ’ 
contend that the Government has assmp* 
cd the availability of certain inputs at 
fixed prices. But this is not actually■' 
ensured, sugar being a case in poitit; 
Similarly, processing charges in upgrad- ■ 
ing quality of inferior goods available i&.' 
the market have not been taken into/; 
account. While the companies are gC* 
cused of neglecting R&D, expenses i»k; 
curred on research and development are, 
not allowed to be added to costs. The 
bonus payment in excess of the statutory’ 
minimum has also been disallowed fqjr, 
purposes of cost calculation. But the 
drug units have to pay higher bonus than 
the statutory minimum as otherwise they 
will have to face strikes and lockouts and 
disruption of p/oduction. Further, re* 
placement costs at current prices am 
not granted which means many drug 
units are compelled to work with 
efficient equipment leading to higher cosl 
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Iicrf production. Again, though petro- 
■k leuim prices have been raised twice since 
j; April 1979. the drug pribes have not 
; been allowed to be reflected in the prices 
j of products based on petroleum derivatives 
used in various drugs. The author con¬ 
tends that, “The prices of bulk drugs 
f had long remained static which eroded 
| the profits of many of the units. The 
^concept of 12 to 14 per cent post-tax 
|'return on net worth for the manufacture 
of bulk drugs has turned out to be 
J illusory.” 

jj? : Some six well-known pharmaceutical 
ft: companies in India have filed separate 
ytiWrit petitions in Delhi High Court seeking 
14 legal remedy against pricing and eer- 
|:|lta other provisions of the Drug (Price 
§ Control) Order of 1979. 


Legal Relief 


Whatever the outcome of the legal 
kettle, it appears that the aggrieved 
I'.pdmpanics have done well in asserting 
J'tbe right of industrial manufacturers to 
. *;§4t at least cost of production as also a 
Reasonable margin of profit enabling them 
^ remain in business. The author right- 
Jp^'feels that the textile industry should 
&jpve taken this course long ago when it 
jpifcg- compelled to produce certain per- 
iiWiitage of coarse cloth and sell it at con- 
|trclled price which step got the tex- 
Iftito industry in the country in deep 
|brouble. 

jfy Pricing policy in respect of drugs has 
^made the industry chary of investing 
^tjbpre in controlled items. As a conse¬ 
quence consumers are suffering from 
ViwHircity of essential life-saving drugs. 
JWhile production of life-saving drugs in 
fthc country has slowed down, their im¬ 
port has been gradually rising. Further, 
4the Government decision to abolish 
[brand names has given rise to manufac- 
of spurious drugs, adversely affecting 
Jteftlth of the community. 

$ It is unfortunate that some pharmaceu- 
ttlcal companies have been forced to take 
■Ifecourse to law. 1 his has resulted in a 
■sort of confrontation between the Govern¬ 
ment and this vital industry. The author 
;!fcai rightly maintained that what is need¬ 
led is a sense of harmony between the 
ijQovernmcnt and the industry and a joint 
^effort to make the industry economically 
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.viable making ai&llabie to tbe general 
public various drugs at reasonable prices. 

The common man who is much baffled 
to read in newspapers the woes and tra- 
vails of the pharmaceutical industry and 
the continual conflict which is going on 
between the Government and this indus¬ 
try will be much enlightened on this cru¬ 
cial subject by this book. 

FINANCE COMMISSIONS 

Though a number of books and arti¬ 
cles have been published over the years 
on the Finance Commission, there ap¬ 
pears to be no critical examination of 
the Finance Commission’s methodology 
and of the effects of its recommendations. 
In his A Critique of the Finance Commis¬ 
sion , G. Thimmaiah has made an attempt 
to fill this gap. 

According to the author, all Finance 
Commissions appointed so far were 
characterised by a conservative attitude. 
According to him there is need to sug¬ 
gest a new methodology for future 
Finance Commissions for two basic rea¬ 
sons. 

In the first place, there is growing dis¬ 
satisfaction among some of the States 
in India like Kerala and West Bengal 
over the manner in which financial re¬ 
sources are transferred from the Centre 
to the States and therefore growing de¬ 
mand for financial autonomy for the 
States. 

There has also been controversy over 
the respective roles of the Planning 
Commission and Finance Commission in 
regard to transfer of financial resources 
from the Centre to States and whether the 
Finance Commission should or should 
not be made a permanent institution, ins¬ 
tead of being appointed once in five 
years and wound up after making its re¬ 
commendations which may or may not 
be accepted by the Government. 

The author feels that various Finance 
Commissions have worked only on an 
ad hoc basis suggesting only marginal 
adjustments. They have not successfully 
evolved what may be called a methodo¬ 
logy for assessing tax efforts by States, 
their deficits on revenue and capital ac¬ 
count, need to bring essential services 
on par with those in progressive States 
and for basing their recommendations 
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transferred from the Centre fd various 
States. The author rightly feels that If 
the federal structure in India is to en¬ 
dure and national unity is to be strong* 
thened, there is urgent need for evolving 
a scientific methodology which should be 
adopted by future Finance Commissions 
with a view to enable each State to attain 
its legitimate goals while at the same time 
guaranteeing that they are not lax in their 
revenue collection with the hope, as at 
present, that the Finance Commission will 
make good the anticipated deficits in their 
revenue and capital budgets. 

We notice in India operation of two 
institutions of dissimilai nature—one 
constitutional and the other extra-consti¬ 
tutional - which have been distributing 
federal financial resources in the form of 
Central financial assistance among the 
States. This situation has given rise to 
both overlapping of functions and con¬ 
flicting recommendations. 

Extreme Alternatives 

The third Finance Commission exami¬ 
ned this issue but suggested an extreme 
alternative of merging one with the other 
without considering the middle course, 
namely, retaining both the institutions by 
bifurcating their responsibilities and 
coordinating their functions. It was the 
fourth Finance Commission which accep¬ 
ted this de facto bifurcation, though the 
Chairman of the Commission insisted 
on giving it a de jure status through a 
constitutional amendment. But the Cen¬ 
tral Government does not appear to have 
made up its mind on the issue of defining 
constitutionally the scope and function* 
of the Planning Commission and the 
Finance Commission. Possibly, according 
to the author, the Central Government 
is averse to this policyon the ground that 
such a step would create rigidity in the 
planning process. 

But the author rightly fears that this 
flexibility may not continue for long in 
the context of the changing political scene. 
Also the present arrangement provides 
room for interpreting the powers and 
responsibilities according to personal 
prejudices of individual members of the 
Finance Commission and the Planning 
Commission. 

And therefore the author's suggestion 
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MK-ifk-tiiAw'lb thw'livjiAt dioubts and 
avoid the possible conflict of interests bet* 
ween the Centre and the States on the one 
hand and between tbe Finance Commis¬ 
sion and the Planning Commission, on. the 
other “it is necessary to demarcate consti¬ 
tutionally the respective scope of recom¬ 
mendations of the Finance Commission 
and of the Planning Commission in re¬ 
gard to the distribution of federal finan¬ 
cial resources among the States.” If this 
is done, the author feels confident that 
“the major problems of co-ordinating the 
functions of the Finance Commissions 
and of the Planning Commission and 
avoiding overlapping of their recommen¬ 
dations will have been solved.” 

The author has suggested that in future 
“the Finance Commission should be made 
purely an advisory body to enquire into 
the finances of the Centre and the States 
quinquennially and to recommend the 
distribution of tax-shares and uncondi¬ 
tional grants under Article 275 and also 
on any other matter relating to the Centre- 
State financial relations referred to jt by 
the President. And the Planning Com¬ 
mission should be made to recommend 
regularly the distribution of plan grants 
under Article 282 and Central loans to 
States after taking into account the re¬ 
commendations of the Finance Commis¬ 
sion” 

Avoiding Rivalry 

According to the author, the above 
suggestions, if implemented, would avoid 
future rivalry between the Planning Com¬ 
mission and the Finance Commission, 
avoid duplication of work, enhance the 
status of the Planning Commission vis-a- 
vis the Finance Commission, and streng¬ 
then the hands of the Planning Commis¬ 
sion, in the field of distribution of Central 
assistance among the States. 

One very much doubts whether all the 
States will accept the suggested dominat¬ 
ing position of the Planning Commission 
which will always be influenced by the 
political party in power. 

If India is to assume the status of a 
truly federal State closely bound toge¬ 
ther by strong feeling of unity, the only 
remedy appears to be to bring all the 
essential services in backward States to 
tbe level of those in relatively advanced 

..... 
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States. And while care will have 
to be taken to see that all States includ¬ 
ing the backward ones make maximum 
effort to mobilise their own potential 
financial resources and avoid wastages 
of all sorts, distribution of financial re¬ 
sources from the Centre to States and 
among States must aim at bringing 
essential services in backward States on 
par with those in relatively more deve¬ 
loped States and providing equal oppor¬ 
tunities for all Slates for rapid economic 
development. It is unfortunate that 
the debate has long been centred on 
secondary or even irrelevant issues 
while the most fundamental issue 
is pushed under the carpet. 

SCHOOL EDUCATION 

School and Mental Abilities which is a 
revised version of the author’s thesis 
for Ph.D. deals with the question of 
what the school does to develop abili¬ 
ties of young children. The question 
assumes importance from the point of 
view of educationists, parents, and 
administrators since primary education 
has been made compulsory as a matter 
of State policy. 

Does the school achieve anything 
more than giving mere literacy to its 
pupils and cannot the same aim of 
making children literate be achieved by 
means other than formal schooling? 

While it is possible to make children 
read and write without compelling them 
to join a school, the research points to 
the evidence that the school develops 
cognitive abilities like command over 
written and spoken language, ability to 
think and reason, ability to learn and 
absorb new ideas, processes and acti¬ 
vities and so on. The evidence, accord¬ 
ing to the author, goes to show that 
while some schools develop these 
abilities of children better than others, 
there is however basic difference bet¬ 
ween children going to schools (espe¬ 
cially good school) and those not going 
to school at all. 

Considerable research is being done 
these days on whether home is not 
contributing to differences found between 
school-going children and non-school- 
going children as also between children 
studying in good schools and in poor 


or nol-so-good schools. There is in¬ 
creasing evidence to show the dominat¬ 
ing influence of home and contribution 
of home to above differences. Of course 
all homes are not alike and there are a 
number of variables like level of income,, 
quality of language in use in homes, 
level of learning of parents and the 
interest shown by parents in the edu¬ 
cation of their children. 

Much research is being conducted ati 
present on different variables both dt 
home and in schools that go to influence 
the process of education of children ai*4: 
that of building up of their personality. 
Environment in class rooms is being 
analysed critically to assess its impact on 
the process of teaching and learning of; 
children. 

In this book Dr Sandeep, having 
analysed the complexity of learning: 
situations in different types of schools in: 
the country and cognitive abilities^ 
children of different age groups and; 
environment in different types of school^ 
has come to the conclusion that among 
various types of schools “the Central? 
School does much better than others’^ 

Different Influences 

It is observed that schools around '.p* 
differ in both physical resources 
student composition. Thus although 
content of education to be taught is 
same in different primary schools, due tci! 
differences in physical amenities and 
variation in factors like motivation^ 
classroom organisation, method of 
sessment and instructional methods,, 
is noticed that children's educationajl 
development and their personality are? 
influenced differently in different school#* 

The author found that “the better- 
equipped and highly organised and 
motivated class room instruction o|i 
Central, private and Montessory school 
atmosphere generally provided betteg^ 
opportunities to children in acquiring^ 
knowledge and building personality”;, 
Children in Government schools afld'J 
Government-aided schools were founa£ 
to be lagging much behind children ini 
schools in the first category. 

While the Government has given due;* 
importance to primary education in? f 
India with its democratic set-up, precis 
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( Oiii little is being done to improve the 
I quality of education in pximaiy schools, 
especially in rural areas. While much 
: research is being conducted in the held 
of primary education and a number of 
Visual and other aids are already avail¬ 
able in the field, we in India appear to 
follow mostly the traditional pattern of 
imparting education to children with the 
consequence that we have been produc¬ 
ing every year large number of students 
df standard type. If education implies 
the process of arousing curiousity among 
children about various phenomena that are 
taking place around them, the system of 
primary education in India hardly 
attains that objective. Children should 
fee 1 attracted to schools and not 
driven to it like cattle. As in several 
Other fields, great amount of confusion 
'reigns in the sphere of primary education 
also. This is most unfortunate because 
She children of today arc the makers of 
future India. 

A CRITICAL SURVEY 

' Freedom Movement in Kashmir con¬ 
tains a comprehensive survey of the his¬ 
tory of freedom movement in Kashmir 
from 1931 to 1940. 

The author has analysed the general 
.political and economic conditions of the 
people in Kashmir of whom majority have 
Always been Muslims and various other 
forces which were directly or indirectly 
responsible for the long struggle of the 
: people against the Dogra rule in the State. 

The author begins his study by provid¬ 
ing the historical background describing 
£he founding of the Jammu and Kashmir 
State in accordance with the provisions 
of the Treaty of Amritsar. He has ana¬ 
lysed the socio-economic and political 
conditions of the Muslims under the 
Dogra rule, the charac cr of its adminis¬ 
tration and its impact on the masses in 
general and peasant!y in particular. 
This background is supposed to reveal 
the causes of the political trumoil that 
overtook the State. 

i : The author then proceeds to deal with 
pe early socio-economic reforms and 
political movements of the Muslims and 
non-Muslims in the State. The move¬ 
ments such as the Arya Samaj movement, 
Yuvak Sabha (which was an organisation 
pf native Kashmiri pandits), Dogra 
( 
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Sardar Sabha and a number oFMttslim 
organisations fa Jammu and Kashmir 
have all been described and critically 
analysed. The author has examined the 
early socio-religious reform movements 
among the Muslims which according to 
him were significant in that they created 
social and political consciousness among 
the backwaid Muslim community in the 
State of Kashmir. 

Elementary Rights 

The author has shown that these early 
political movements were an assertion on 
the part of the people of the State that 
“the autocracy should at least treat the 
subjugated people on humanitarian 
grounds giving them the elementary rights 
of existence in its political system.” Thi 
resistance of tribals of Gilgit and Ladakh 
against the Dogra ascendency, demons¬ 
tration by shawl-weavers in 1865 against 
the exploitation and oppression by Kash¬ 
mir officials, people’s demonstration 
against food crisis in the first d ’cade of 
the present century, the Khilafut move¬ 
ment in 1922-23, presentation of charter 
of demands by Muslims in the State to 
Lord Reading in 1924, and the silk fac¬ 
tory workers' rising against the State 
officials in 1924 all these reveal the gro¬ 
wing political aspirations of the Muslims 
in the State of Kashmir. It is against 
this background that the subsequent free¬ 
dom movement in the State can be pro¬ 
perly understood and assessed. 

The author has then proceeded to 
examine the demand for establishment of 
representative insittutions and for basic 
civic rights to the people in the State of 
Kashmir. In course of time, demand for 
constitutional reforms led to the demand 
for popular and responsible Government. 
The author has critically examined the 
fight for responsible Government within 
and outside the legislature in the State. 

Coming to the main topic of freedom 
movement from 1931 to 1940, the author 
has dealt with the problem of seculari¬ 
sation of politics in Jammu and Kashmir. 
He has analysed the various pressures 
and counter-pressures responsible for 
carrying on the political struggle on a 
broader plank of secularism and nation¬ 
alism. He bas dealt with the rise of natio¬ 
nalism and the role pftayed by Muslim 
and non-Muslim radicals in the State all 
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Jammu and Kashmir National 
and bringing about the Kashmir freedom 
struggle in line with the freedom move* 
ment of the Indian National Congress, 
Throughout the freedom movement of 
the State, the name and role of Sheikh 
Mohammed Abdullah inevitably stands 
out as the most important. 

This is a historical work of the highest 
quality. The author has been objective 
and impartial in his approach and bis 
analysis is supported by abundant wealth 
of material from various sources. The 
study of the book should be useful in 
informing us where the two major com- , 
munities in the State went wrong and 
how and why the distrust between them 
continues to this day defying satisfactory 
solution to the long-standing problem of 
Kashmir. While the external forces are 
bound to exploit the situation to their 
advantage, it is up to ihe people concern¬ 
ed to solve the problem t > the satisfac¬ 
tion of all parties concerned and remove 
the festering sore in the body politic of 
tne Indian subcontinent. This excellent 
study would surely be of help to all con¬ 
cerned in finding an equitable solution to 
the problem. 
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Tractor Output and Prices 


With THE rapid growth of population 
in India, production of foodgrain$ has 
assumed the utmost importance. It is in 
this context that an ambitious programme 
for mechanisation of agriculture was 
launched. Initially, the basic need of 
equipment for mechanisation had to be 
met with imports. Due to concerted 
efforts made during the last two 
decades a large number of units have 
been set up to manufacture the needed 
agricultural machinery. 

$ Over 70 per cent of the inputs for trac¬ 
tors arc bought out from ancillaries. 
Tractor manufacturers state that they 
have very limited control on the ancil¬ 
laries and other bought-out items, where 
prices are determined by market forces 
and supply is often very limited. This 
also contributes to the increase in trac¬ 
tor prices. 

Tractor manufacturers have question¬ 
ed the Union Industry Ministry's claim 
that tractor prices have gone up by 111 
per cent during the last seven years. A 
note sent by the industry to the Govern¬ 
ment described the tractor price index 
published by the Office of the Economic 
Adviser in the Industry Ministry as mis¬ 
leading. Maintaining that the index does 
not reflect the actual industry situation, 
the note stated that tractor prices as on 
October 1981 went up by 83 per cent 
over those in 1974. 

The official index is said to have pre¬ 
sented an inflated figure as it is based on 
the price of a single tractor model which, 
for example, in 1980 accounted for about 
10 per cent of the total production. The 
industry's estimate of an 83 per cent 
price hike over this period is based on 
prices of all tractor models. According 
to the note, the weighted average tractor 
price (inclusive of excise duty) went up 
by nine percent annually between 1974 
and 1981 on an average. A major price 
increase of 23 per cent took place bet¬ 
ween 1974 and 1975 soon after the price 
decontrol owing to pent-up cost pres¬ 
sures. 

Agricultural tractors are manufactured 
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by 13 units in the organised sector with 
a total annual installed capacity of 
60,000 tractors in the 15 to 74 HP range. 
In addition to the units already in 
production, one more unit in the public 
sector has been licensed to manufacture 
agricultural tractors. In the small scale 
sector, one unit is reported to be manu¬ 
facturing mini-tractors in 10 HP and 15 
HP range. The production of agricul¬ 
tural tractors in the organised sector 
during the last few years has increased 
from 33,272 nos in 1975-76 tu nearly 
63,000 in 1980. 

Most of the established manufacturers 
have already achieved indigenous content 
of over 80 per cent. As the Indian trac¬ 
tor industry is in a position to meet the 
present demand, no import of tractor is 
being allowed. 

The present licensed capacity of the 
industry is 138,750 nos per annum. Con¬ 
sidering the known expansion program¬ 
mes of different units involving an addi¬ 
tional investment of about Rs 40 crorcs 
during the last few years the installed 
capacity of the industry is expected to 
cross 80,000 nos by 1982-83 This is 
considered adequate to ensure a produc¬ 
tion of 70,500 tractors in 1982-83 against 
a target of 68,000 nos set by the Working 
Group on Transport, Earthmoving and 
Agricultural Machinery set by the Depart¬ 
ment of Heavy Industry. 

The estimates of demand for tractors 
in the next few years vary considerably 
as evidenced by the requirements assess¬ 
ed by different working groups set up by 
the Planning Commission and as asse^cd 
by the Ministry of Agricul lure. The assess¬ 
ment of the Indian Society of Agricultu- 
ial Engineers also differed from the exis¬ 
ting estimates. More reliable estimates 
of installed capacity for 1985-86 has been 
placed at more than 1 lakh units a year. 

The major objectives of the farm mecha¬ 
nisation programme in India a e to in¬ 
crease the power availability, raise the 
cropping intensity and improve farm pro¬ 
ductivity. For intensive agriculture under 
condi tions in India which often call for lift 


irrigation, we should aim at an installed 
power capacity of at least 1 HP per 
hectare. Taking into account the popula¬ 
tion of bullocks, engines, electric motors 
and tractors on the farms, India now has , 
about 0.4 HP per hectare. It is required : 
to multiply the power input on our farms j- 
by two and a half t'mes. It is not possible ; 
to reach these aims by the use of animat :; 
power. India hardly has any choice but; 
to take to mechanical power. 

The export of agricultural tractors and, 
parts duling the last few years has been ,; 
around Rs 1( 0 lakhs every year. 

Ancillary Sector 

Some important components have^ 
b.:en in short supply either due to' 
inadequate capacity, non-availability!; 
of raw materials and other reasonS.V 
Such items include pistons, rings and> 
liners, special castings, steering gea^ 
and tyres. Action taken so far has ydtj 
to show its effect. Often the situation re?^ 
quires to be reviewed on all ancillarj^ 
items so that items available today ma^f; 
not be in short supply tomorrow. It ijS| 
necessary to create adequate productjo|| 
capacity not only to meet the original 
equipment requirements but also oFth^ 
replacement market. 

In a representation to the Heavy lndti$$ 
try Ministry recently,the Tractor Man^t 
facturcrs' Association has pleaded raj| 
inclusion of the agricultural traddfe 
industry in the highest priority sector. If 

The Association has also suggcstd|| 
withdrawal of control on the prices at^§ 
distribution of the tractors manufacture^ 
by Escort Tractois Ltd and Tractors &i$§ 
Farm Equipment Ltd. It says the agritf 
cultural tractor industry is highly edrai 
petiti\e with 12 manufacturers ai$f 
around 20 models. Each horse poWds 
(HP) class has at least five competitors; 

It is clear from the monthly producttcfjl 
data that each manufacturer has be<S 
changing its production volume so th|| 
stocks do not exceed its capacity to hoI$i 
Under these circumstances, it is “entirt^ 
ly unnecessary” for the Government td 
exercise any control over the industry. 

JANUARY 1, 19821" 


37 



STATE OF THE 
ECONOMY 


Sukhadia Panel 

THe Finance Minister, Mr R. 
Venkataraman announced in 
Parliament the setting up of 
& committee headed by 
fbrmcr.Rajasthan Chief Minis¬ 
ter Mohan Lai Sukhadia 
to study the financial impli¬ 
cations of replacing sales tax 
with excise duty. 

/ The decision to appoint a 
Committee was taken in prin¬ 
ciple at the Chief Ministers 
conference in February last, 
but the Finance Minister 
took 10 months to imple¬ 
ment it. 

The terms of reference of 
the committee arc: (1) to 
study the financial implica¬ 
tions of the proposal for in¬ 
clusion in the list of declared 
goods and for levy of addi¬ 
tional excise duty in lieu of 
sales tax on vanasputi, drugs 
and medicines, cement, paper 
and paper board and petro¬ 
leum products and the man- 
i : ktr in which the financial 
Interests of the States can be 
Safeguarded; (2) suggest neces¬ 
sary changes in the relevant 
FCentral and State tax laws 
|-to give cifect to the commit¬ 
tee’s recommendation; and 
U3) to make recommendations 
|regarding any other related 
[matter. 

\ The members of the com¬ 
mittee are Dr P.H. Prasad, 
^Professor of Economics, Anu- 
jgrah Nar*ian Sinha Insti¬ 
tute of Social Studies, Satna, 
|and Mr N.V. Krishnan, Joint 
’Secretary (Plan finance). 

,* Mr Venkataraman said 
J ^hc report of the committee 
l^ould be ‘placed before a 
iference of Chief Ministers 
o be called for this purpose. 

The Finance Minister in his 
statement said there had been 
widespread demand by va- 
ious chambers of commerce, 
ssociations of industry and 
fade and general public for 


basic reforms in the sales 
tax system. The matter had 
also figured in both the Hou¬ 
ses of Parliament from time 
to time. He said sales tax was 
primarily a State subject and 
therefore any reform in the 
sales tax system could be 
undertaken only in consul¬ 
tation with and with the co¬ 
operation of the States. 

Purchase aff Container- 
Oriented Vessels 

There is no ban on acquisi¬ 
tion of container or contai¬ 
ner oriented vessels by private 
sector. In fact proposals for 
the acquisition of 6 contai¬ 
ner vessels costing about 
Rs 55 crore have been appro¬ 
ved by the Shipping Deve¬ 
lopment Fund Committee 
during the first twenty months 
of f he Sixth Plan period. The 
Government also was concen¬ 
trating on the modernisation 
of our Shipyards so that 
Indian shipyards themselves 
can contribute handsomely 
to the growth of national 
tonnage. The above announ¬ 
cement was made by the 
Minister for Shipping and 
Transport, Mr Veerendra 
PatiI while presiding over the 
inaugural function of the first 
International Marine Equip¬ 
ment Exhibition and Boat 
Show organised by the Madras 
Port Trust in connection with 
the centenary celebrations of 
the Madras Port. The exhi¬ 
bition was inaugurated by Mr 
Pranab Mukherjee, Minis¬ 
ter of Commerce & Steel in 
Madras. 

Mr Veerendra Patil said 
that there is every reason 
for our nation to plan and 
augment the national tonnage 
substantially. The Minister ad¬ 
ded, tfc A large and grow¬ 
ing merchant fleet is very 
necessary from tht point of 
view of economic self-re¬ 
liance and national security 


considerations. There are 
other reasons also why we 
should expand fast. As I men¬ 
tioned earlier, we have a vast 
reservoir of trained and com¬ 
petent seamen who are at 
present very much under¬ 
employed and expansion of 
shipping can provide employ¬ 
ment. In fact both ship-build¬ 
ing and ship-repair have vast 
employment potential. Realis¬ 
ing all these aspects. Go¬ 
vernment have set a target of 
acquisition of 2.5 million CRT 
in the Sixth Plan period. This 
would in effect mean the 
acquisition of new tonnage 
to the tune of nearly 3.4 
million GRT taking into con¬ 
sideration the estimated scrap¬ 
ping of 0.9 million GRT dur¬ 
ing this period”. 

Efficiency in 
Public Sector 

The Union Minister for In¬ 
dustry and Labour, Mr Nara- 
yan Datt Tiwari has asked 
the public sector chiefs to 
honour their committed de¬ 
livery schedules to infrastruc¬ 
ture sectors. Mr Tiwari 
was addressing the Chief Exe¬ 
cutives of Public Sector Un¬ 
dertakings under the Depart¬ 
ment of Heavy Industry re¬ 
cently. Mr Tiwari pointed out 
that the instances were not 
lacking of delays extending to 
more than a year, often or¬ 
ders were sought and accep¬ 
ted with the knowledge that 
the committed delivery sche¬ 
dules will not be met. This 
was very distressing. There 
has to be a sanctity to com¬ 
mitted delivery. The Minis 
ter reminded them on their 
responsibility to take into ac¬ 
count the circumstances and 
environment which were with¬ 
in or outside their control 
and to introduce scientific sys¬ 
tems of production planning 
in their organisations. While 
offering all help from Govern¬ 
ment, Mr Tiwari said that 
the Government was not in¬ 
clined to accept any alibis in 
this regard in future. 

The Minister asked the 
Chief Executives to see that 
the impediments in achiev¬ 
ing higher levels of produc¬ 
tion were removed and los¬ 
ses were reduced and/or pro- 
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fits increased. Mr Tiwari 
said that as a result of sus¬ 
tained drive a perceptible im¬ 
provement with regard to 
i nfrast ruct ura 1 facilit ies, 

power, availability of raw 
material inputs, particularly 
steel and transport had al¬ 
ready been brought about. 
For instance, during the 
period April-October 1981, 
the power availability in¬ 
creased by about 13 per cent 
and saleable steel produc¬ 
tion by about 16 per cent over 
the corresponding period of 
last year. Production of pet¬ 
roleum products and crude 
petroleum has increased sub¬ 
stantially. With the improved 
investment climate, better 
industrial relations the in¬ 
flationary pressures have 
been curtailed. The order book 
position of public sector 
undertakings m many cases, 
the Minister said, was 
betier now than ever and the 
economy was thus poised for 
accelerated growth. 

In aggregate terms the to¬ 
tal production of public sec¬ 
tor heavy engineering units 
during April-October, 1981 
has increased by about 22 per 
cent and the yearly target of 
about Rs 1600 crores was ex¬ 
pected to be met, Mr Tiwari 
said. Some of the public sec¬ 
tor undertakings have shown 
considerable improvement 
in their performance. A 
few have even exceeded 
their targets. There were, 
however, others who, despite 
the favourable factors men¬ 
tioned earlier have not yet 
shown satisfactory production. 

Boost for Small 
Industries 

Mr Bhagwat Jha Azad, 
Minister of Supply and 
Rehabilitation, announced re¬ 
cently a number of steps to 
encourage the small scale in¬ 
dustries. Addressing the first 
meeting of the newly consti¬ 
tuted Consultative Committee 
of Members of Parliament 
foi his Ministry, Mr Azad 
said a wide range of new 
items had now been reserved 
for purchase exclusively from 
the small sector. The pur¬ 
chases from the small spate 
units, the Minister said, had 
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|%adiiy up during the 
last two years. The purchases 
made in the year 1978-79, he 
said, were of the order of Rs 
f )14crore$; in 1979-80 these 
Were Rs 135 crores and during 
1980-81 the provisional figure 
was Rs 196 crores. 

A number of innovations 
to increase the efficiency of 
the department had been in¬ 
troduced during the last one 
year, the Minister said. 
For example, registration of 
firms which was important 
from the point of view of 
timely supply of reliable goods 
used to take a long time. 
Now, he said, a time limit 
of 60 days had been fixed 
from the date of receipt of 
all papers for the registration 
of firms. Instead of provi¬ 
sionally registering them 
for one year, Mr Azad 
said, now they were regis¬ 
tered for three years and if 
the performance was good 
they would have automatic 
renewal of their registration. 
Registration by the National 
Small industries Corporation 
had also been accepted as 


equivalent to tlw registration 
by the DGS St D and the 
single point registration sche¬ 
me by the NSIC was becom¬ 
ing very popular with the 
smajt scale units spread over 
the entire country. 

Rising Role of HUDCO 

The Parliamentary Com¬ 
mittee on Public Under¬ 
takings has recommended to 
the Government to enlarge 
the role of the Housing and 
Urban Development Cor¬ 
poration (HUDCO) to make 
it the principal financial ins¬ 
titution for co-ordination and 
development in the matter of 
housing and urban develop¬ 
ment with powers on the 
lines of IDBI and the pro¬ 
posed NABARD. 

In its 26th report submit¬ 
ted to Parliament recently the 
committee regretted that no 
serious attempts had been 
made to tap external financ¬ 
ing for rural housing. It 
has noted that no internatio¬ 
nal funding agency, not even 
the World Bank, is interes¬ 


ted in financing rural hous¬ 
ing at a reasonable rate of 
interest. 

According to the commit¬ 
tee, HUDCO's performance 
in respect of its assistance is 
disappointing. The assis¬ 
tance covered only 10 States 
of which three (Karnataka, 
Kerala and Gujarat) recei¬ 
ved 75 per cent of the total 
loan of Rs 55.12 ciore sanc¬ 
tioned, and 12 States and 8 
Union Territories had not re¬ 
ceived any assistance at all. 
There was no feed-back as to 
how many houses were cons¬ 
truct red in the States. 

On the whole, the opera¬ 
tion of HUDCO in the 
field of rural housing has been 
marked by an unduly cau¬ 
tious approach instead of be¬ 
ing development oriented. Pau¬ 
city of funds has been ad¬ 
duced as one of the reasons 
for the late starting of the 
operation and rural housing 
accounted for only Rs 55.12 
crore out of the total loan 
of Rs 763.09 crorc sanc¬ 
tioned by HUDCO up to 
1980-81. 


At present only 15 per cent 
of the resources is earmarked 
for rural housing. According 
to the committee “a ratio 
of 85:15 for allocation of 
resources between urban 
and rural areas is to say the 
least not doing justice to the 
rural areas”. It has sugges¬ 
ted, that the rural areas be 
given a higher allocation of 
at least 50 per cent. 

Industrial Ferrites 

Central Electronics Limi- 
ted, a Government of India 
(Department of Science and 
Technology) enterprise is to 
expand its capacity of indus¬ 
trial ferrites from the present 
50 tonnes to 150 lonnes pet 
annum in a year's time. This 
expansion programme wili 
cost the enterprise Rs 80 lakh. 

The company is produc¬ 
ing ferrites worth Rs 6 
lakh per month and currently 
has orders on hand worth Rs 
70 lakh. Thus, to cope with the 
increasing demand the com* 
pany has now decided to im* 
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add it iona 1 machinery 
|>6rth Rs 60 lakh, 
j According to Mr N.R, 
{"Hair, Divisional Manager, 

g eirites division), CEL, 

.$ 1.3 crorc had already been 
Unvested in the ferrites plant 
japd efforts were afoot to 
^obtain the maximum pro¬ 
duction from the present re¬ 
sources. Once capacity in¬ 
creases to 150 tonnes per 
'annum the company would 
| be in a position to meet the 
(domestic demand. 

: ‘ Ferrites are class or ceru- 
I’tttic materials which exhibit 
ffliagnetic properties. They are 
j^jBdlid solutions of inorganic 
|;6xides mainly of iron, manga¬ 
nese, nickel, barium and 
with additions of other 
Elements such as cobalt, lead, 
Strontium, calcium and 
Magnesium. 

Export of Leather 
Goods 

V, Maintaining a steady up¬ 
trend leather and leather good 
Sports have touched a level 
:|>f Rs 250 crore during the 
{.first eight months of the cur- 
!;|tent financial year ending 
November. This is 22 per 
||ent more than the exports 
{achieved during the same pe- 
jribd last year. Exports of 
Unished leather have staged 
»ly a marginal recovery 
am the near stagnation wit- 
BSsed during the first three 
|p four months. During the 
driod under review exports 
finished leather including 
jflrQte leather rose by Rs 10 
Ignore to Rs 138 crore. 

^ The rise in El tanned hide 
ijtjQd skins was around Rs 22 
iprore and the increase in lea¬ 
ther goods sector was 
Rs 14 crorc. 

The leather industry is 
bopeful that if the current 
li$hd was maintained it would 
M possible to touch an ex- 
foort level of Rs 3.50 crore in 
the leather sector but it might 
|t 0 t be able to hit more than 
its 370 crore level. The Com¬ 
merce Ministry had fixed a 
target of Rs 425 crore, a le¬ 
vel which was reached in 
|978-79. According to leather 
jdustry sources exports 
|ve just begun to pick 
following improvement 
[ the market situation abroad 
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after two successive years of of priority sectors tow per feasibility rej.. , 

slump. There is still resis- cent of their aggregate credit up of an enterprise in Giya 

by 1985. Agriculture has to 
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lance to price increase and 
hence it would take a few 
months more before the situa¬ 
tion became clear. 

Conical Drilling Unit 

Mitsui Engineering & 
Shipbuilding Co Ltd (MES) 
with the cooperation of 
Mitsui & Co, Ltd, recently 
concluded an agreement with 
Gulf Canada Resources Inc, 
for the construction and 
delivery of mobile offshore 
oil drilling rig, so-called 
“Conical Drilling Unit" to 
be used in the Beaufort Sea. 

This Conical Drilling 
Unit comprises an extremely 
special cone-shape base, 
designed for decreasing ice 
loads and to permit operation 
under severe conditions in 
the ice-bound sea, having an 
icejresistant double hull cons¬ 
truction incorporating a do¬ 
zen of mooring system. 

Financial Assistance 
for th8 Poor 

The banking system has a 


receive at least 40 per cent 
of this enlarged priority sec* 
tor credit, iv) Guidelines have 
been issued to the banks on 
the ways and means of render¬ 
ing assistance to the benefi¬ 
ciaries of the 20-Point Prog¬ 
ramme. The State Govern¬ 
ments have also been addres¬ 
sed to provide supportive 
action in the form of identi¬ 
fication of borrowers, pro¬ 
vision of infrastructural faci¬ 
lities, technical support in 
preparation of bankable sche¬ 
mes and provision of neces¬ 
sary inputs and assistance in 
marketing the products of the 
beneficiaries. 

Pre-fabricated 
Components for Canals 

The Government of Guja¬ 
rat and the USSR signed 
recently an agreement for sett¬ 
ing up an enterprise in Guja¬ 
rat for the production of pre¬ 
fabricated components in ca¬ 
nal linings and canal struc- 


rat for the production of 
pre-fabricated components for 
construction of canal struc¬ 
tures and canal linings 
by Silkhosprom-export, 

Moscow, USSR. This project 
will be experimental in na¬ 
ture. It will have a capacity 
of 9,000 cubic metres of pre¬ 
fabricated components per 
annum. The pre-fabricated 
components to be manufac¬ 
tured eventually, once this 
enterprise has been set up, 
will be used for the construc¬ 
tion of canal linings and canal 
structures of the gigantic 
Narmada multi-purpose irri¬ 
gation project proposed to be 
constructed in Gujarat State. 

Export of Khadi 

It is proposed to increase 
the export of Khadi and 
village industries products 
from the level of Rs 1.52 
crores in 1979-80 to Rs 50 
crores by the end of Sixth 
Plan period. Similarly, ex¬ 
port of khadi is proposed to 
be raised from Rs 0.01 cro¬ 
res in 1979-80 to Rs 3 crores 
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visages the preparation of a 
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rated economic development. | 
Keeping this in view, steps J 
have been taken to direct the | 
efforts of the banks in the I 
area of priority sector lend- ^ 
ing towards increasingly meet- | 
ing the credit requirements * 
of the weaker sections within | 
the priority sectors. Specific * 
steps taken in this direction i. 
arc as follows : i) The bene- | 
ficiaries of the 20-Point Pro- | 
gramme have been identified * 
within the priority sectors, ii) * 
The concept of ‘weaker see- % 
tion’ has been introduced in % 
two sectors viz. agriculture t 
and small industry. As a con- f 
sequence of this, the credit | 
requirements of the rural poor i 
such as small and marginal | 
farmers, landless labourers, | 
artisans, craftsmen and vil- | 
lage and cottage industries * 
will now be met by the banks, f 
iii) The banks have set a 
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w 198445. diving this la- 
forffiation in reply to a writ¬ 
ten question in the Rajya 
Sabha recently, Mr Belash- 
War Rant, Minister of State 
for Agriculture and Rural Re¬ 
construction said that the 
items for export under khadi 
would consist of cotton, wool¬ 
len and silk including ready¬ 
made garments. 


Indo-Nigerian 

Cooperation 

The visiting Nigerian Com¬ 
merce Minister, Mr. Aihali 
Bello Maitama Yusuf has 
urged Indian entrepreneurs to 
set up industries in Nigeria 
I and also to participate in joint 
} venture project in his country. 
Ihis was indicated when Mr 
Yusuf called on Mr Pranab 
Mukherjee, Union Minister of 
Commerce, Steel & Mines, 
recently. The Nigerian Minister 
who had intensive discus¬ 
sions with the industrialists 
and businessmen of India, 
expressed great admiration for 
the tremendous development 
made by India in the held of 
technology. Mr Mukherjee 
also gave a general account 
of progress made by India in 
this field since independence. 

The two Ministers also dis¬ 
cussed ways and fmeans of 
increasing and diversifying 
Indo-Nigeria trade and econo¬ 
mic cooperation. The Com¬ 
merce Minister said that India 
could offer various projects 
in Nigeria for the development 
of their railways and in 
setting up other industries in 
that country. He also referred 
to offer of supply of iron 
ore to Nigeria by MMTC. 

The Nigerian Minister wel¬ 
comed India’s participation in 
various projects in Nigeria and 
said that there was enormous 
scope for increasing such 
cooperation. Mr Mukherjee 
also offered India’s know-how 
in setting up steel plant there. 

India’s exports to Nigeria 
were worth Rs 29.57 crores 
in 1979-80 as compared to 
Rs, 27.10 crores in 1978-79. 
India’s import from Nigeria 
were worth Rs 1.07 crores in 
1979-80 as compared to 
Rs. 1.50 crores in 1978-79. 

India exports a wide range 
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m gobda to iTigeria inch as 
cotton manufactures/ jute 
manufactures, plastic goods, 
medicinal and pharmaceutical 
products, manufactures of 
metals, furnitures, bicycle 
and spare parts, machinery 
other than electrical, motor 
vehicles, transport equip¬ 
ment, footwear, agarbatis, 
developed cinematographic 
films, food preparations and 
miscellaneous manufactured 
goods. 

India’s ma»n import from 
Nigeria earlier was cocoa. 
Recently, we have also star¬ 
ted importing crude petroleum 
oil from Nigeria. 

The Indian Institute of 
Foreign Trade and Federation 
of Indian Chamber of Commer¬ 
ce and Industry have conducted 
separate market surveys in 
Nigeria. Some of the areas 
identified for ihe study are 
plantation research, river valley 
projects, fisheries, industrial 
estates, cement and sugar in¬ 
dustries, synthetic fibre plant, 
oil refineries, transport, electri¬ 
fication, diesel engine and 
electric motor units, pottery 
and chinaware industries etc. 

Indo-GDR Trade 

The Indo-German Democra¬ 
tic Republic Trade Protocol 
for 1982 was concluded recen¬ 
tly, envisaging 23 per cent grow¬ 
th in India’s export to GDR. 
The protocol was signed by 
Mr S.K. Sarkar, Joint Secre¬ 
tary in the Ministry of 
Commerce, on behalf of India, 
and Mr H. Marx, Director 
General, Ministry of Foreign 
Trade, on behalf of GDR, 
in terms of Trade and Pay¬ 
ments Agreements of Decem¬ 
ber, 1980. The trade protocol 
envisages a total turnover of 
approximately Rs. 260 crores 
both ways, which represents an 
increase of 15per cent over the 
provisions made for the trade 
protocol in 1981. Exports to 
GDR from India have 
increased by about Rs 25 
crores i.e. 23 per cent com¬ 
pared to trade plan provi¬ 
sion in 1981. Imports from 
GDR into India have also 
increased by more than Rs 10 
crores. 

Items of exports from 
India for which major increa¬ 


ses liave been agreed upon 
include textile machinery, 
machine tools, ossein, shoe 
uppers and leather goods, 
oilseed extractions, pepper 
and jute goods. For the first 
time, the Trade Plan has 
provided allocations for items 
like electronic components, 
sport goods, etc. Exports 
from GDR, for which major 
increases have been provided, 
relate to items like steel 
products, printing machinery, 
machine tools, diesel genera¬ 
ting sets, equipment for power 
stations, cinematographic 
films etc. 

India's trade with Gorman 
Democratic Republic, is con¬ 
ducted within the frame 
work of a Long-term Trade & 
Payments Agreement which 
provides for the settlement 
of all commercial and non¬ 
commercial transactions bet¬ 
ween India and GDR in 
non-convertible Indian rupees. 
This is a balanced form of 
trading and imports and 
exports are expected to balance 
each other over a period of 
time. The current Trade & 
Payments Agreement with 
GDR was signed in Decem¬ 
ber, 1980 and is valid upto 
December 31, J 985. 

Indian Coffee for 
USSR 

A contract for export, of 
25,000 tonnes of green coffee 
to USSR during the year 
1982 was signed in Ne w Delhi in 
December between Coffee Board 
of India and M/s. V/oSojuz- 
pJodoimport, Moscow. In terms 
of value, the contract is worth 
nearly Rs 50 crores. Export 
earnings from coffee recor¬ 
ded a peak of Rs 215 crores 
in the year 1980-81 compared 
to Rs 19.62 crores a decade 
back. The volume of exports 
have also been showing an 
increase to 89,018 tonnes 
in 1980-1981 from 32,383 
tonnes in 1969-70. 1 he 

volume of exports are expected 
to increase further in the 
years to come with increase 
in production as a result of 
various schemes contemplated 
under the Sixth Plan. 

USSR has been one of the 
single largest buyer of Indian 
coffee and has been consis¬ 


tently buying Indian coffee 
during the last decade. In 
conformity with the trade 
agreement signed between the 
Government of India and 
USSR for exchange of goods 
between the two countries 
during the year 1981-85, the 
Coffee Board of India and M/sf 
V/o SOJUZPLODOIMPART, 
Moscow signed a protocol on 
December 20, 1980 for export 
of Indian coffee during thi# 
period as agreed to both the 
parties last year. Following! 
this protocol, USSR bought 
a total quantity of 23,000 
tonnes during 1981. In addfc 
tion, USSR also bought 1300 
tonnes of instant coffee from 
Iniia during 1981 which was 
the peak level of export of thl# 
value-added product to USSR, 


Macmillan Expands 

Macmillan and Co, the 
internationally-known publish* 
ingfirm, has decidedto ex¬ 
pand its export - oriented 
activities in India. Mr Maur&$ 
Macmillan, Chairman, MacmiL 
lan, UK recently laid the foun* 
dation stones for Macrailla^ 
India’s new commercial coi^ 
plex as well as a printittoi 
press in Madras. ■ ?’ 

According Mr Macmilla^ 
son of former British 
Minister, Mr Harold Macmil* 
lan, the office complex and f^| 
priming press were expected 0 
be completed by the middle w 
1983. When the printer 
press on which an outlay 
Rs 1.5 to Rs 2 crore is prtS 
posed is completed, 
millan India’s exports 
educational books from 
galore and Madras wlj 
have already reached a 16$ 
ofRs 1.1 crore are exp 
to go up by another tup 
one crore. 

Mr Macmillan said tim 
presently composing was doM 
in Bangalore and the printiijM 
in Hong Kong, Taiwan, Soutf 
Korea and other countries^ 
The markets for 
India included the USA, <h| 
UK, West Germany and 
Australia. I 



Trade with Italy 

Mr Luigi Deserti, Chairman 
of the 15 member Italian trade 
delegation, stated recently 
that there “is new atmosphere' 
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fo* expanding economic re- felt thatltaly and India could 
Jations between the two conn- take up joint ventures in 
tries. * India, as well as in third 

' “We can do a lot more, for countries. Italy was looking 
increased trade, and this has around the world for co- 
oeen cemented further by the operation jn this area. India 
: recent visit to Rome of Prime had big manpower, workers 
Minister Indira Gandhi’*, Mr and ’’intelligent, skilled and 
Deserti pointed out. hard-working” people. India’s 

Mr Deserti, who is President domestic market was expand- 
pf the Institute of Foreign ing. The two countries could 
Trade stated that ‘complicat- come together to take projects 
I ed* laws could not help trade in third countries, such as 
{to flourish. Zambia. 

| “The Indian economy is 
| more open now, and the , 

|present, discussion between NaittflS III the NOWS 
Indian Government and our 

entrepreneurs will go a long Or P.K. Narayanaswamy 
way”, Mr Deserti said. assumed charge as Chairman 

The groups of entrepreneur and Managing Director of 

! liad reported ‘good progress’ Indian Petrochemicals Gor¬ 
in their discussions here. He poration Limited recently. 


He succeeds Dr £ : Vatu- % Mr 
darajan who has been Chair- the position of an officer id 
man A Managing Director 1958. He was the Regional 
of IPCL from June 1974. Development Manager fbt 

Delhi region frorii l£7L 
Dr Varadarajan is now to 1976 and was appointed 
Chairman A Managing as Deputy General Manager 
Director of Engineers India for Delhi zone in 1976. 
Limited. Dr Narayanaswamy 

has been the Chairman & Mr Manmohan Shenol 
Managing Director of Fer- has been appointed as one of 
tilizers & Chemicals, Tra- the General Managers of 

vancore Limited from January Syndicate Bank. Mr Shenoi, 
1977. Under his stewardship a graduate in Law, joined 
FACT became a profitma- Syndicate Bank in 1962 
king organization in 1979-80 and headed the Depart* 

for the first time in ten years. ment of Law till 1979. He 

was also holding charge of 
Mr P.S.V. Mallya has the Planning and Develop* 
been appointed as one of ment Department for some 
the General Managers of time. He took over as 
Syndicate Bank. Joining the Chief Personnel Manager in 
bank as a probationerv clerk 1976. 
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Kothari (Madras) Limited 

Kothari (Madras) Limited 
has received the con¬ 
sent of the Controller of Capi¬ 
tal Issues for issue of 10,00,000 
13.5 per cent secured con¬ 
vertible debentures of the 
face value of Rs 100 each 
for cash at par, with pre¬ 
ferential allotment as under: 
existing equity shareholders 
Rs 325 lakhs, existing pre¬ 
ference shareholders Rs 1 
lakh; deposit-holders of 
the company Rs 24 lakhs and 
directors, employees & busi¬ 
ness associates Rs 50 lakhs. 
Of the total of Rs 400 Jakhs 
the unsubscribed portion, 
if any, on the preferential 
allotment will be added for 
the public subscription. 

The company expects to 
issue the debentures some 
time towards end of January, 
1982. 

The debentures will carry 
an interest of 13.5 per cent 
per annum, and an addi¬ 
tional one per cent per an¬ 
num will be payable in any 
year, if for the*immediately 
preceding year, the company 
declared a dividend on its 
equity at a rate of 20 per 
cent or more. 

The debentures are con¬ 
vertible on July 1, 1983 or 
such date as may be fixed by 
the Board of Directors. The 
Board of Directors of the 
company have fixed October 
1, 1983 as the date of conver¬ 
sion. On conversion,the deben¬ 
ture-holders will get, two 
equity shares of Rs 10 each 
at a premium of Rs 8 per 
share in respect of every de¬ 
benture held by them and 
the balance amount of 
Rs 64 per debenture will be 
repaid in 4-equal annual ins¬ 
talments on the 7th, 8th, 9th 
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and 10th year respectively, 
from the date of allotment. 

In the event of the company 
issuing bonus shares prior 
to the date of conversion, 
the entitlement of debenture 
holders to the equity shares 
in the company shall stand 
augmented in the same pro¬ 
portion in which the equity 
capital of the company is 
increased by issue of such 
bonus shares and the premium 
on equity shares to the issued 
shares shall stand reduced pro 
tan to. 

Walchandnagar Industries 

The Directorsof Waleliand- 
nagar Industries Limited 
have declared an interim., 
dividend of 16 per cent on w 
equity shares for the year" 
ended September 30, 1981: 

7 n he amalgamation formali¬ 
ties relating to Copper En¬ 
gineering Ltd arc completed 
in all respects. In the case of 
Tiwac Industries Ltd, the 
Bombay High Court has 
approved the amalgamation 
and the approval of Banga¬ 
lore High Court for the amal¬ 
gamation is awaited. 

As per the scheme of amal¬ 
gamation, the sharehol¬ 
ders ofTiwec Industries Limi¬ 
ted would be entitled to inte¬ 
rim dividend declared above 
upon allotment of equity 
shares to them. 

The total sales of the com¬ 
pany in 1980-81 are higher 
by Rs 190 lakh at Rs 5817 
lakh over the previous year's 
sales of Rs 5627 lakh. 

During the year, Walchand¬ 
nagar Industries Ltd, signed 
a contract of about Rs 50 
crorc for setting up a large 
scale cement plant at Padang 
in West Sumatra, Indonesia. 
This plant, with a capacity 


W 2000 tonnes per day, is a 
major breakthrough in the 
export of a complete cement 
plant from India. Work on 
the project is well under way 
and is due for completion in 
about three years. 

Another prestigious turn¬ 
key project, a sugar plant at 
Kagera, Tanzania, under¬ 
taken by the company in 
J977, is progressing well and 
is due for commissioning by 
middle of 1982. 

Metal Box 

Metal Box India Limited 
reported good growth in 
sales for the year ended Sep¬ 
tember 1981. Sales for the 
year were Rs 1255 million as 
compared with the sales of 
Rs 1109 million in the pre¬ 
vious year representing a 
growth of 13 percent. Operat¬ 
ing profit at Rs 96.8 million 
was an improvement on last 
year’s Rs 83.1 million. How¬ 
ever, the interest burden for 
the year rose sharply from 
Rs 61.2 million to Rs 87.3 
million depressing the profit 
before tax to Rs 10.4 million. 
In view of reduced profit and 
reed to conserve cash, the 
board has recommended a 
dividend of eight per cent. 

Hero Fibres' New Issue 

Hero Fibres, promoted by 
the Hero group, is entering 
the capital market on January 
14 with a public issue of 13.23 
lakh equity shares of Rs 10 
each for cash at par. The 
company is to go into full 
commercial production by 
the end of June next year. 
In 1982, it expects to have a 
production worth nearly Rs 
6 crorc, with its year ending 
with the calendar year. The 
production in 1983 has been 
estimated at Rs 13 crore. 

The Rs 7.15-crore fibre unit 
is being set up in Sangrur 
district of Punjab, a back¬ 
ward area. The unit will have 
an initial capacity of 17,136 
spindles and will manufac¬ 
ture cotton carded, hosiery, 
acrylic and polyester and vis¬ 
cose blended yarns of various 
counts. The capacity will later 
be raised to 25,000 spindles. 
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Consumers of its products 
will be next door at and aroud r 
Ludhiana. Russia has, for 
1982, placed order worth Rs 
120 crore for Ludhiana hosi¬ 
ery products. 

Of the total cost of R$ 
7.15 crore, the equity capi¬ 
tal will be Rs 2.70 crore and 
term loans, including a Cen¬ 
tral cash subsidy of Rs 15 
lakh, will be Rs 4.45 crore, 

Mr Brij Mohan Lai Mun- 
jal, Chairman and Managing 
Director, said that the ftexir 
bilily built into the product 
mix through judicious select 
tion of plant and machinery 
will provide a protective cq? 
ver to the company against 
marketing fluctuations in the 
supply of main raw materials 
and demand for finished pro¬ 
ducts. 

Vallabh Glass 

The Chairman of Shree 
Vallabh Glass Work*, Mr 
Jayvudan Takhtawala, has 
pleaded for the inclusion of 
the glass industry in the list 
of industries eligible for use 
of natural gas. He has hopect 
that the company’s boiler 
plant will be allotted natural 
gas from the Bombay High* 

The company’s boiler plant: 
is expected to commence pro* 
duct ion by early 1982. Bc*f 
cause of the delay in the 
commissioning of the prof 
jeet the cost has gone up 
from the original estimate dl 
Rs K) crorc to about Jj(j 
17.50 crore. 

Meanwhile, the compattjf 
has maintained the improve*! 
rate of sales during the 
rent year. Its sales during 
the first five months of 
current year have amount 
to Rs 12.41 crore agath^l 
Rs 9.26 crorc in the corres¬ 
ponding period of last ye&ir 
The company achieved a turiir 
over of Rs 25.49 crorc dunnj 
1980-81 recording an ia> 
crease of 100 per cent ov$ 
that in the comparable peripf 
of last year. 

Telangana Paper Mills 

Telangana . Paper Mitt: 
Limited is setting up $ 
plant for the manufacture o 
various varieties of paper in 
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[eluding printing and writing 
f with annual capacity of 10,000 
(tonnes. The unit is located 
5 at Naikangudcm Village in 
1 Khammam District a noti- 
I fied industrial backward area 
| eligible for Central subsidy, 
i* The cost of the project is esti¬ 
mated at Rs 5.95 crores. The 
;j new venture has been promo¬ 
ted jointly by Andhra 
'HPradcsh Industrial Develop- 
j ment Corporation Ltd and 
'the private entrepreneurs. 
lv The required raw material 


namely rice straw, bagasse 
and industrial wastes, are 
" available from nearby sources. 

The issue of equity capital 
by the company will be for 
Rs 1.8 ervres while term loans 
from Central financial insti¬ 
tutions and Central Govern¬ 
ment subsidy will account for 
Rs 4.15 crores. Out of the 
issue equity capital of Rs 1.8 
crores, the promoters M/s 
APIDC and the co-promolers, 
their friends and associates 
led by Mr V. Krishna Mohan, 


1 \ \ A if # tv Y\ k 

i urector, have coa* 
tributed to and paid up a 
sum of Rs 90.40 lakhs, pend¬ 
ing APIDC contributing a 
further sum of Rs 1.60 lakhs 
along with the public. The 
company is coming to the 
market with the balance of 
8.8 lakhs equity shares of 
Rs 10 each for cash at par. 
The subscription lists will 
open on December 30, 1981. 

In view of the constant 
rise in the demand for writing 
and printing paper, with ris- 


mg : ^population ' ai6r ; -i_ 

tin literacy, fa spite of iwge 
imports, the capacity for manu¬ 
facture of paper expected to; 
be created would be far less 
than the demand. Hence the 
company expects a fair share 
in the market for its products, 
at competitive rates. 

Arihant Steal Interim 

Arihant Steel and Alloys, 
Muzaffarnagar, has declared 
an interim dividend of 15 per 
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NOTICE 

(UNDERRULE 4-A OF MRTP RULES, 1970) 


[JvIt is hereby notified for the information of the public that 
[{[Hindustan Electro-Graphites Limited propoi.es to make an 
^.application to the Central Government in the Department of 
[{[Company Affairs, New Delhi under sub-section (2) of Section 
f| 22 of the Monopolies and Restrictive Trade Practices Act, 
[j: ; ^9j69 for approval for the establishment of a new undertaking 
jK/lbf the production, supply, distribution or control of Cotton 
I^Yarn and blends with an installed capacity of 20,000 spindles 
|per annum for manufacturing cotton yarn of the estimated 
Vfttae of Rs. 8 crores per annum. Other particulars of the pro- 
fposed new undertaking are as under 

|' , (i) Name of the proposed undertaking : 

.J —The proposed undertaking will be a unit of HINDUS- 
| TAN ELECTRO-GRAPHITES LIMITED, Regd. 

$ Office: 24 Community Centre, East of Kailash, 

| New Delhi-110065. 

(ii) Names of person(s) or authority/authorities proposing 
to establish the new undertaking. Where it is a body 
corporate, furnish details of its management stiudure 
together with those of the proposed undertaking : 

— HINDUSTAN ELECTRO-GRAPHITES LIMITED 

BOARD OF DIRECTORS 


1 1. Shri L N Jhunjhunwala 

Chairman 

j} 2. Shri Michel Jaoul 

Director 

f 3. Shri Andre Masson 

Director 

, l Shri P J Reaud 

Director 

j 5. Shri N V Khote 

Director 

f 6. Shri Manish Bahl 

Director 

jjjL 7, Shri A R Wadia 

Director 

| 8. Shri V BHaribhakti 

| Director 

*1.9. Shri VK Mehta 

Director 

10. Shri K L Kapur 

Director 

11. Shri S J Mehta 

Director 

] ;!2. Shri S S Betrabet 

Director 

$T3. Dr. B K Madan 

Director 

i 14. Shri Ravi Jhunjhunwala 

Director 

r 
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(iii) Capital structure of the applicant person or authority 
and of the proposed undertaking : 

AUTHORISED Rs. 

I, 00,00,000 equity shares of Rs 10/- each. 10,00,00,000 

J, 25,000 Redeemable cumulative prefe¬ 
rence shares of Rs 100/- each. J ,25,00,000 


ISSUED SUBSCRIBED & PAID UP 

39,98,850 equity shares of Rs 10/- each. 
1,04,000 Redeemable cumulative pre¬ 
ference shares of Rs. 100/- each 


11,25,00,000 

3,99,88,500 

1,04,00,000 

5,03,88,500 


(iv) Proposed location of the new undertaking : 

IN NOTIFIED BACKWARD DISTRICT OF 
MAHARASHTRA STATE. 

Final location will be decided in consultation with 
SICOM. 

(v) Brief outline of the cost of project, the scheme and 
sources of finance ; 

—The estimated cost of project will be Rs 9 crores com¬ 
prising of the following : 

Land : RsO.lOcrore 

Building : Rsi.20crore 

Indigenous & imported machinery. Rs 6.5 crores 
Other assets : Rsl.20crore. 

It is proposed to finance the project as follows : 

— Issue of share capital : Rs 3.0 crores 

— Long term borrowing from financial 

institutions. Rs 6.0 crores. 

(2) Any person interested in the matter may make a repre¬ 
sentation to the Secretary, Department of Company Affairs, 
Government of India, Shastri Bhawan, New Delhi within 14 
days from the date of publication of this notice, intimating his 
views on the proposal and indicating the nature of his interest 
therein. 


Date : 14.12.’81 


LN JHUNJHUNWALA 
CHAIRMAN 
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10 per cent for tbe previous 
^year. Sates have increased by 
y0 per cent and the profit has 
Jumped from Rs 6.60 lakh of 
1979*80 to about Rs 10 lakh, 
after depreciation, for the first 
eight months ending July 
1981. The paid up capital is 
Currently Rs 10 lakh and re¬ 
serves, as on July 31, 1981, 
are Rs 16.04 lakh. 

The company has under¬ 
taken a. programme of moder¬ 
nisation and diversification of 
its existing plant to stream¬ 
line the production and pro¬ 
fitability. The company is 
going in for manufacture of 
alloy steel of different grades 
Jand the diversification will be 
^mpleted by he middle of 
^fiext year. 

As there is a marked im¬ 
provement in the power sup¬ 
ply position in UP, the com¬ 
pany is expected to show 
still better results for the cur¬ 
rent year. 

Great Eastern 

Mr Vasant J. Shcth, Chair¬ 
man of Great Eastern Shipp¬ 
ing Company, has pleaded 
with the Government that 
Indian shipping companies 
should be allowed to operate 
with more freedom to be able 
to compete effectively with 
international ship-owners. 

In his speech at the com¬ 
pany’s annual general meeting 
in Bombay, he has sug¬ 
gested that Indian companies 
should be given freedom to 
acquire and sell ships as they 
like, borrow abroad against 
internationally acceptable 
mortgages, charter to who¬ 
soever and for however long 
as they like, repair and main¬ 
tain the ship wherever they 
find it convenient and sail 
the seven seas. 

According to him, the 
corporate tax laws should 
encourage investment and 
tax laws from the individual 
angle should retain the skil¬ 
led professionals for work in 
the country. 

, Referring to the Govern¬ 
ment assistance through 
soft loans from SDFC, Mr 
Sheth has suggested that 
SDFC should spell out 
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oily & air companies. 
The terms should not be 
restrictive but should en¬ 
courage growth of the shipp¬ 
ing industry and develop capi¬ 
tal markets for shipping in 
the country. 

In regard to his company’s 
Rs 200-crore expansion, 
which was conceived in Feb- 
ruary-March 1981, he has 
said he expects the company 
to get MR.TP clearance in 
February/March next year. 

DCM Profit 

Delhi Cloth Mills' estimated 
gross profit during the first 
four months of the current 
year was higher at Rs 4.6 crore 
against Rs 3 crore in July- 
October of 1980-81. The com¬ 
pany’s sales touched Rs 131.5 
crore (Rs 117.9 crore). Other 
income amounted to Rs 1.7 
crore (Rs 1.6 crore). 

According to the company, 
after providing Rs 3.3 crore 
for depreciation (Rs 3.1 crore) 
and Rs 70 lakh for taxation 
(nil), DCM’s estimated net 
profit for July-October 1981 
worked out to Rs 60 lakh 
against an estimated loss of 
Rs 10 lakh for the correspond¬ 
ing period last year. 

Punalur Paper 

Punalur Paper, a slack unit 
in Kerala, is being rehabilitat¬ 
ed by financial institutions and 
a nationalised bank. The 
Board of Directors has been 
reconstituted by inducting 
their nominees. Mr M.G. Bala- 
subramaniam, a nominee of 
ICICI, is the new Chairman 
of the company in place of 
Mr L.N, Dalmia who conti¬ 
nues as Managing Director. 

IDBI, IFCI and ICICI have 
agreed to grant term loans of 
Rs 100 lakh each and the 
Canara Bank has given cash 
credit, bill discounting and 
letters of credit facilities 
aggregating Rs 600 lakh and 
guarantees and other facilities 
aggregating Rs 100 lakh 
besides converting the borrow¬ 
ing of Rs 244.12 lakh into a 
working capital term loan. 

The financial institutions 
and the bank have stipulated 
that they will have the option 


ciai assistance into equity 
shares at par. The authorised 
capital of the company is 
proposed to be increased from 
Rs 4 crore to Rs 5 crore. 

With the additional funds 
at its disposal, the company 
will be able to complete the 


pulp mill, ifistal coal fired 
boilers and pollution control 
equipment. It will also have 
adequate working capital to 
utilise the capacity of the 
machines fully. Orders have 
already been placed for the 
import of 5,175 tonnes of 
pulp and the first consignment 


Tax Deduction at Source 
is Obligatory 

IF YOU are responsible for paying any 

• SALARIES 

• INTEREST exceeding Rs. 1,000/-by credit or otherwise 
(other than Interest on Securities) 

• AMOUNT TO A CONTRACTOR OR SUB-CONTRAC¬ 
TOR by credit or otherwise where the aluc of the contract 
exceeds Rs. 5,000/-. 

• WINNINGS exceeding Rs. 1,000/- FROM LOTTERIES 
OR CROSSWORD PUZZLES, OR FROM HORSE 
RACING in excess of Rs. 2,500/-. 

• OTHER SUM TO A NON-RESIDENT (other than Inte¬ 
rest on Securities or Dividends). 

? j 

You are liable : 

• to deduct tax at the appropriate rate theref r om. 

• deposit the tax deducted to the credit of Government within 
the time allowed. 

• file the appropriate statement with your I.T.O., indicating 
the deduction made. 

Meet your liability well in time 
DEFAULT ATTRACTS PENALTY 

For further details and guidance approach your LT.O. or 
the P.R.O. in the office of the Commissioner of Income-tax. 

For attention of recepients 

If you are in receipt of any income from the sources men¬ 
tioned above and your total income justifies deduction of tax 
therefrom at a lower or NIL rate, you can approach your 
I.T.O. for a certificate showing such lower rate applicable to 
you and the person paying the income will then deduct tax 
only at that rate. 

PAY TAXES RIGHT-BUILD NATION’S MIGHT 


H DIRECTOR OF INSPECTION 

(Research, Statistics & Public Relations) 

INCOME-TAX DEPARTMENT 


New Delhi-110001 
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is expected soon. Hiis w$l 
enable the company to in* 
crease its production/ A 
settlement has also Men 
arrived at with trade unions 
for a period of three years 
from June 30, 1981. 

During the year ended 
March 31, 1981, the company 
produced 10,251 tonnes of 
paper against 12,436 tonnes 
in the previous year and the 
installed capacity of 50,000 
tonnes. Total sales were only 
a shade lower at Rs 9.01 crore 
against Rs 9.05 crore but the 
outcome was a trading loss 
of Rs 88.12 lakh against a 


■ gross profit of 1 

in the previous year. With 
the fresh loss, the accumulat¬ 
ed deficit has gone up to 
R$ 2.84 crore to stand against 
a share capital of Rs 2.49 
crore and reserves of Rs 22.64 
lakh. There are also arrears 
of depreciation amounting to 
Rs 92.80 lakh and of pre¬ 
ference dividends amounting 
to Rs 23.75 lakh. 


Oil India 

Oil India Ltd, a recent 
entrant to the public sector 
and one of the two premier 


agencies in the country, cross¬ 
ed a significant landmark 
when cumulative production 
from its Nahorkatiya, Moran 
and Jorajan oil fields went 
over the 50-million tonne 
level in October this year. Oil 
India, incorporated in 1959 
to produce oil discovered 
earlier at Nahorkatiya and 
Moran in Assam, is currently 
operating in Mining Lease area 
of about 1,990 square. 

So far a joint venture com¬ 
pany, it was formally taken 
over by the Government on 
October 14 under an Act of 


India extended thmr o p e r a t ion 
to tho Mahahadi flatus and 
set up the Bay Exploration 
Project for coordinated tilt* 
shore and on-shore explora¬ 
tion there. Oil India/ who 
are currently producing at the 
rate of about 3-million tonnt 
per year from their existing 
fields in the eastern region, 
have an extensive exploration 
programme to detect new 
potential sources of oil in 
their Mining Lease area and 
plan to drill about 22 exlo- 
ratory wells during the Sixth 
Plan period. 


On behalf of the President of India, the Director, Directorate of Purchase 
. and Shires, Department of Atomic Energy, Bombay-400 001 invites tenders 
as detailed below : 

1. DPS : MAPP : O & M : 1EE : 46 due on 5.2.82 

Portable infrared analyser with interchangeable filters, and portable 
fixed filter infrared analyser for the determination of low levels of heavy 
water as per purchaser’s specifications. 2 Nos. 

2. DPS : TAPS : IEE : 154 due on 6.2.82 

Precision pulse generator and associated power supply as per pur¬ 
chaser's specifications. 1 No. 

3. DPS : BARC : IEE : 3922 due on 6 2.82 

Lock-in-Amplifier having frequency range of 1 Hz to 200 KHz as 
,per purchaser’s specifications. 1 No. 

4. DPS : BARC : BOON : 23260 due on 6.2.82 

Energy Storage Capacitors as per purchaser's specifications. Qty 

50 pcs, 

5. (a) DPS : BARC : GEN : 14252 due on 10.2.82 

Raincoats Khaki Double Texture 1,100 Nos. Raincoats Black 
Rubber I,8C0 Nos. 

(b) DPS : BARC : GEN : 14255 due on 12.2.82 

Tarpaulins 100% Waterproof. 14,000 Sq. Mtrs. 

6. DPS : NAPP : PPED : PPF : 370 due on 10.2.82 

Supply of Butterfly Type Control valves in different s;:zes as per 
purchaser’s specifications. Qty 12 Nos. 

7. DPS : BARC : GEN : 14253 due on 11.2.82 

Gumboots P.V C./Rubber. 2,900 Pairs, 

8 DPS : BARC : PPF : 5141 due on 11.2.82 

Supply of Seamless Austenitic Stainless Steel Pipe as per purchaser’s 
tender specifications, Qty 150 Mtrs. 

9. DPS : NFC : CAP : 754 due on 11.2.82 

Supply of bal ng press for preparation of bales from turnings/ 
borings of various grades of stainless steel like SS316, 316L, 304H, 316Ti; 
304, 304L, 321 and SS , J 47H as per purchaser’s specifications. 

10. DPS : HWP : PPF : 1166 due on 12.2.82 

Supply of High Pressure Needle valve w,th operating pressure 
640 KG/CM 8 as per purchaser’s tender specifications, Qty. 100 Nos. 

11. DPS : PPED : PPF . 1475 due on 15.2 82 

Supply of 12" Pneumatically Operated Carbon Steel control valves 
with spare parts as per purchaser’s tender specifications. Qty. 3 Nos. 


DPS : BARC : EEQ : 5153 due on 16.2.82 

Highspeed diiect current single pole Circuit Breakers as per 
puichaser’s specifications for Bhabha Atomic Research Centre at Trombay. 
Bombay-400 085. 

13. DPS : NAPP : PPED : PPF : 374 due on 16.2 82 

Supply of C.S. & S.S. Pipes and Pipe Fittings in different sizes as 
per purchaser's tender’s specifications. Qty 1. Pipes 320 Mtrs. 2 Fittings 
4874 Nos 

14. DPS : NAPP : PPED : PPF : 373 due on 16.2.82 

Supply of Stainless Steel Pipe and Pipe Fittings in different sizes as 
per purchaser's tender specifications. Qty. 1. Pipe 85 Mtrs. 2. Fittings 
1561 Nos. 

15. DPS : NAPP : PPED : PPF : 380 due on 18.2 82 

Supply of Carbon Steel Pipes and Fittings as per purchaser-! tender 
specifications. Qty. 1. Pipes in different sizes: 455 Mtrs. 2.Fittings : 54 
Nos. in different types and sizes. 

16. DPS : MHD : IKE : 134 dne on 26,2.82 

Lasre velocimeter for measurement of flow velocity in fluids as per 
purchaser’s specifications. 1 No. 

17. DPS : AMD : IEE : 243 dne on 26.2.82 

4 KW X-ray generator, diffractometer, including recorder vertical 
geniometer, scintillation counter as per purchaser’s specification. 1 No. 

18. DPS : HWP : FAB : U9 due on 1,3.82 

Design, Supply of all materials required, Fabrication, Testing, 
Guarantee and Delivery of High Pressure Heat Exchanger as per purchaser’s 
tender document. Qty. 1 No. 

Tender documents priced Rs. 10 each for item 2; Rs. 25 each for 
items I, 3, 7, 8,9, 10. 12 and 13; Rs. 35 each for items 4, 5, 6 and 14; 

Rs. SO for item lo Rs. 75 each for items 15, 17 and 18, and Rs. 103 for 

item 11 and General conditions of contracts priced 50 P. for all items 
except irem 18 can be had from the Finance and Accounts Officer t Depart* 
ment of Atomic Energy . Directorate of Purchase and Stores , 3rd Floor, 
Mohatta Building Faiton Road , Bombay-400 001 , between 10 a m. to 1 p*m. 
on all working days except on Saturdays. Import Licence will be ptovtded 
only if the items are not available indigenously to all items except items 
5 and 7. Tendeis will be received uplo 3 p.m. on the due date Shown ■ 

above and will be opened at 4 p.m. on the same day. The right is reserved *1 

to accept or reject lowest or any tenders in part or fiill without assigning 
any reasons. 
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Suppliers of: 

Plant 4 Machinery, Know-How, Technology, 
Management expertise and other services 

FOR 


MAN MADE FIBRE INDUSTRY 
Viscose staple fibre. 

Hl-performance fibre. 

Filament yarn. - 

Cellophane. 

RAYON AND PAPER GRADE PULP 
Chippers and digester house, 

Brown stock washing and screening, 
Bleaching and drying. 

Chemical Preparation, lime klin, 
Chlorine dioxide plant- 

COTTON SPINNING AND TEXTILES 
MANMADE FIBRE SPINNING 
AND TEXTILES. 


WATER TREATMENT 
DEMINERALISATION 
EFFLUENT TREATMENT 


HEAVY CHEMICALS 
Sulphuric acid and oleum, 
Caustic soda/chlorine and 
hydrochloric acid. 


INORGANIC CHEMICALS 
Potassium permanganate, 
Ferric chloride, 
Zinc chloride, 
Bleaching powder and alum. 


ORGANIC CHEMICALS 
Carbon-bl-sutphide 
Chlorinated paraffin wax. 
Chlorinated paraffins. 

FERTILIZERS 
Single superphosphate. 


INDUSTRIAL MACHINERY AND EQUIPMENT 

Conveyors "Blowers and Exhausters * Mixers and Dissolvers "'Filters 
"Evaporators "Heat exchangers "Rollers (Including Rubber lined) *Dryers 
‘Balers "Valves "Special Pumps "Castings (In ferrous and nonferrous 
metal) "F R P moulded and fabricated vessels and parts. 


EXPORT AWARDS 

1975*76 E.E.P.C. Award for outstanding export performance 
1976 t.M.C.A. Award for export of technology 
1976-77 E.E.P.C. Award for outstanding export performance 
1979-80 E.E.P.C. Award for outstanding export performance 


Q THE GWALIOR RAYON SILK MFG. (WVG.) CO. LTD. 

XUI^L Engineering A Development Division Phone : Nagda 38 & 88 

GRASIM N *» d * ■"<"* fZ I sSmKT N ” d ‘ 




/; ; . JP^tn^ed.a.n-ci Published by K,p. A$m wala on behalf of the Eastern Economist Md., United Commercial Bank Building, , 0; 

^. Ne* Delhi, at the JHw India Frew* K*BB*ck, CaunaugW Circus, New Delhi. ., 

fc.Atmr .. ■. « v,'.iW' 1 ' f.*' .•*V rw. j! 'if,.:*, ' ■ ., i 






at the OPO, UradoHi UceMed to MM MOant pfepaynem u-». *ww» mo. WM* 1 

» a tfcmwpei the ti«gtlo«pAir *4Mw*p*p«»^or (ndl« tmdter K». R,.N. S»«f7 

i 

___JL_...._._............._...._.. 


Century's 
Fashion Fabrics 



For lOOXCotton Textiles 


T he Century Spinning and Manufac luting Company limited Bombay 









The 

caterpillar 

indie 

teacup 


Oh’ said the princess. ‘What’s this in my tea? 1 Floating there 
in her exquisite china teacup was a piece of yellow fluff that 
had fallen off the bough of a tree. And as she watched 
spellbound in the wonder of it all, gossamer fine threads of 
a brilliant lustre magically began to unravel from it. 

Thus began the history of silk as we know it today and 
as tradition has it. 

From Textool comes another endunng tradition of India’s 
textile world ... quality machinery to turn the wheels 
of the flourishing textile industry. Fly frames, ring frames, 
ring doubling frames, cone winders and doubler winders. 
Machines to see a diversity of textiles through the crucial stages 
of spinning and winding. Rugged, modem machines from 
Textool that are running effortlessly in textile milk 
all over the country and in several parts of the world. 

The credentials of this premier Indian textile engineering 

organisation .over thirty years of an intense 

involvement with the warp and weft of the Indian textile world 

Cut into every piece of machinery that 
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January 1 

A gang of outlaws shot dead 10 Hari- 

jans, including women and children, 
in Sadhupur village of Shikohabad 
tehsil, Mainpuri district. 

Under the Ravi-Beas waters agree¬ 
ment signed in New Delhi, Punjab gets a 
new year gift in the shape of an addi¬ 
tional 0.72 million acre feet of water, 
taking its share from 3.50 MAF to 4.22 
MAF. The shares of Haryana and Jammu 
and Kashmir remain unchanged at 3.50 
MAF and 0.65 MAF respectively. 

L Rajasthan gets an additional 0.60 MAF, 
its total share going up to 8.60 MAF. 
Delhi will get 0.20 MAF. 

Flight-Lieutenant Jerry Rawlings 


took power in Ghana for the second 
time in three years, overthrowing Presi¬ 
dent Hillal Imann. 

January 2 

The “rasta roko” programme in Assam 
ended on a grim note at 5 p.m. amid 
reports of police firing at Singia 
Bhaktgaon (Nowgong district), Biswa- 
nath Charali and Tc/pur (both in Dar- 
rang district). 

January 3 

A massive silent procession was taken 
out within the university area at Jaluk- 
bari, to mourn the death of seven people 
killed in firing during the 36-hour road 
blockade. 


The Egyptian President, Mr Hosni 

Mubarak, dismissed his Cabinet and 
asked the Deputy Prime Minister, Mr 
Fuad Mohieddin, to form a new Govern¬ 
ment. 

January 4 

The prime Minister, Mrs Indira 
Gandhi, announced a three-pronged 
programme for the employment of quali¬ 
fied scientists and technologists. 

Poland's martial law rulers outlined 

a new dose of austerity for the country 
at the weekend but said planned increa¬ 
ses in the cost of food were negotiable. 

South Korea announced a major 

cabinet reshuffle, including the appoint¬ 
ment of a new prime minister and five 
ministers, in a raov ' aimed at dealing 
with the country’s economic tasks more 
effectively. 

January 5 

In an unusual peace-time action, the 

Assam agitators brought about a “black¬ 
out” in the Brahmaputra Valley after a 
day of closure of shops and markets in 
mourning for those who died in the 
police firing last week. 

India floated a global fonder to swap 

about 2 to 2.5 million tonnes of crude 
oil from the Bombay High for Arab 
light crude. 

Ghana's new military rulers arrested 

former president. Dr Hilla Limann, who 
was ousted in a coup earlier. 

January 6 

The Bangladesh Army Chief, Lt.-Gen* 
H. M. Ershcd, has said that the nine- 
member National Security Council, as 
formed by the Government a few days 
ago, was not acceptable to the Armed 
Forces. 

President Reagan’s National Security 
Adviser, Richard Allen, resigned even 
though he was cleared by Justice Depart¬ 
ment of any wrong doing in accept¬ 
ing $ 1000 from Japanese journalists. 
The American President appoints Mr 
Willian Clark, Deputy Secretary of State, 
as his new National Security Adviser. 
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Borrowing in the Gulf 


India has succeeded in floating Rs 92 crores worth of bonds 
in Kuwait to finance the Thal-Vaishet fertiliser complex. The 
first instalment of Rs 46 crores has just been remitted by the 
Kuwait International Investment Company, which is managing 
the bond issue for Rashtriya Chemicals and Fertilisers Ltd. 
The balance will be remitted by January 20. The bonds are 
guaranteed by the Indian Government, and carry 12.25 per 
cent interest. This is the first bond issue of its kind in the 
Gulf, and promises to be the fore-runner of an earnest attempt 
to tap petrodollar surpluses in the Gulf. 

India has now reached a position where it will have to 
depend on foreign borrowings for some years to come. The 
enormous trade gap caused by skyrocketing oil prices has 
come at a time when aid is going to shrink, thanks principally 
ta the Reagan Administration. Bankers in Europe are quite 
willing to lend large sums to India. But at a price. Interest 
rates in Europe have varied from 14 per cent to 20 per cent 
over the last year, and nobody can confidently predict that 
they will come down. Indeed, the experience of the last two 
decades has been that interest rates keep rising, with occasion- 
pal dips that invariably prove temporary. 

The capital-surplus countries of the Gulf have been depo¬ 
siting most of their funds in Western banks at the usual, 
deposit rates of interest. The banks have then re-lent the funds 
at a much higher rate of interest to borrowers like India. The 


Arab nations get little more than 12 per cent on their deposits, 
but borrowers like India have to pay 16 per cent or more for 
loans. Clearly, it makes more sense for India to float bonds 
directly in the Gulf, cutting out the bank middlemen. This 
enables the Gulf surplus countries to get a better return while 
making borrowing cheaper for India. The interest rate of 12.25 
per cent for the bond issue in Kuwait must be the lowest rate 
in the recent history of commercial borrowing. 

Of course, the rate is also low since it is designated in 
Kuwaiti dinars. This is a hard currency likely to appreciate. 
Some experts might argue that a “cheap” loan in a hard cur¬ 
rency can turn out to be more expensive than a high interest 
loan designated in a currency that depreciates. However, it is 
not easy to predict the patterns that currencies will take a dozen 
years hence. It is better simply to spread one’s risk by taking 
loans in an assortment of currencies. And since many large 
loans are already in dollars or SDRs, it makes sense for India 
to borrow in Gulf currencies. There are vast financial surpluses 
available at low rates of interest, and now that India has made 
a major breakthrough with the RCFL bond issue, others 
should follow more easily. There is now a proposal for an 
Indo-Kuwait investment company which could expand invest* i 
ment into equity. Already- a sizable amount of Gulf money 
has been raised by Gujarat Narmada. Fertilisers, and more has 
been mobilised for a new subsidiary of Southern Patrochcmi- 
cals (SPIC). This is a promising trend. 
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Helping the Investor 

The proper functioning of stock exchanges is imperative if ft will be presumptuous to assume that these amendments 
they are to play a useful role in spurring industrial growth, alone will help the streamlining so ditely required to foster the 
The recent directive of the Union Ministry of Finance amending recent revival in activity on the stock markets. The frequent 
stock exchange rules, requiring industrial undertakings to com- disruptions in the normal functioning of the Bombay Stock 
municate to stock markets in time their capital expansion plans Exchange in recent weeks suggest unhealthy manipulation 
as well as the disruptions in their working, must be welcom- by stock brokers. Trading has been suspended on numerous 
ed. The provision of authentic information to exchanges will occasions on one pretext or the other. Instances also are 
help prevent man ipulation in share values to the disadvantage known of stock brokers delaying remittances of sale proceeds 
of those who do not have easy private access to such informa- to investors. Such practices too have to be dealt with . 
tion. Manipulated fluctuations indisputably undermine the severely. 

confidence of the general investor. The interest among the general public in investments in in- 

Industrial enterprises will henceforth be required to inform dustrial securities needs to be fostered by amending income-tax 
the stock exchanges well in time about board meetings conven- legislation concerning deduction of tax at source on the interest 
• ed to consider issue of rights shares, convertible debentures, or dividends earned. With the raising of the exemption limit 
pionus shares, dividend, etc., and will have to take decisions from tax this year to Rs 1 5,000 income per annum, it does not 
on ty™ matters at least five days before the closure of transfer stand to reason that the limit for non-deduction of tax on 
books or the record date fixed for the purpose. All disruptions interest from company deposits should be kept at Rs 1,000. 
to production due to strikes, lock-outs, power cuts and such In the case of debentures, a 10 per cent tax is deducted at 
other causes will have to be communicated promptly to the source mandatorily. This entails unnecessary hardship for ; 
stock exchanges. Information about the resumption of opera- small investors in getting refund from the income-tax authori- 
tions, similarly, will have to be made available expeditiously, ties. The Union Government is reported to be seized of the 
Proxy forms will have to be sent to all share as well as deben- matter. An early decision on it will be of significant help 
ture holders irrespective of whether the proposals to be consi- to mobilisation of resources for development in the pri- 
dered at a shareholders’ meeting are of purely routine nature. vate sector. 

Mayhem in U.P. 


Killing Harijans in UP is becoming something likePaki- 
bashing in the UK. Strong, organised gangs pick on weak, 
unorganised victims to prove such dubious points as they see 
fit. The police, meanwhile, look on helplessly. 

The Sadhupur killing (ten Harijans gunned down in cold 
blood) follows on the heels of the Deoli massacre (24 Harijans 
treated likewise). Two theories are being trotted out. One 
says that the killings are politically motivated to discredit 
the Government of Mr V.P. Singh. The other says that the 
killings are by way of reprisals: the Thakurs or Yadavs (or 
whatever) are retaliating because the police are indiscrimina¬ 
tely killing bad characters in “encounters”. But theories 
don’t matter. Lives do. 

It would be easy to dismiss the incidents—as Mrs Gandhi 
has done—by labelling them as “ordinary village rivalry.” 
Perhaps it is village rivalry or perhaps it is castcism at its 
worst. But surely there is nothing ordinary about the cold 
blooded killing of 34 people. Even in a country where life is 
cheap, unrestrained mass murder should make some waves. 

The important thing is not merely that the notion to kill 
some helpless Harijans (or as in the case of Phoolan Devi, 
Thakurs) crosses the minds of the gun-trotters; it is also that 
suoh a thing can actually take place* Essentially, the problem 

-t ..W ■ 


is that the police is not viewed as a force to be reckoned with.: 
This is partly because their slow reaction time enables the cri- 
minals to get away, and partly because even after taking action*; 
the police often find themselves unable to have the criminals 
convicted. The result is impunity on the part of would-be and/ 
actual criminals. 

UP—and indeed other States—are therefore faced with the 
task of restoring the credibility of the police. This will become] 
possible only when the politicians stop interfering with it and^ 
political parties stop shielding (and sometimes rewarding^; 
criminals. Nothing, presumably, could be more galling and^ 
morale-shattering for a police officer than to be transferred for,; 
arresting a criminal who later ends up in the legislature. I\ 

This, however, is not something that will be achieved over*;, 
night. Credibility erodes quickly but is established slowly.^,. 
What must be done immediately is to make an example of the/ 
gangsters who perpetrated the massacres at Deoli and SadhU*/ 
pur. Merely arresting some or all of them will not do. The 
cases against them will have to be disposed of quickly while I 
the incidents are still freshen the public mind. Word must j 
jget around that such wantonness will no longer go unpunished. 
The cynicism with which a well-connected criminal regards the 
police must give way to respect. 
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S ikhs have a sense of humour. This “amritdharis”. There is no question of has now taken the offensive on this 
no doubt explains the fact that the his handing over these rivers of nectar issue too. He has demanded clemency 
most bloodthirsty man in the Sikh to the police—they will instead be kept for the hijackers. He has pointed out 
religion is called a saint. I refer, of for shedding rivers of blood. The Sant that two of Sanjay Gandhi's cronies 
course, to Sant Jarnail Singh Bhindran- has demanded that the policemen who who hijacked a plane during the Janata 
wale, who must be the only saint in fired on rampaging mobs at Mehta Party regime were subsequently reward* 
history to be arrested for murder in one Chowk and other places should be ed with legislative office. How, then, 
case and wanted for murder in another, handed over to the Akal Takht to be asks the Sant, can stern action be takety 
It can be argued that there are previous tried in traditional Sikh fashion. It is against Sikhs who similarly resorted to. 
instances of bloodthirsty saints. Consi- clearly a case of the dragon arraigning hijacking to dramatise a political de* 
fjdtr St. George, who slew the dragon. St. George. mand? £ 

But I must confess that Sant Bhindran- TTh is not alone in his defiance of the Mrs Gandhi has not answered the 
wale reminds me more of the dragon fl ru j e 0 f j aw , Mr Gurcharan Singh question, and 1 am not surprised.. 
than the saint. And if at alt a match Tohra, chief of the SGPC, has warned H is unanswerable. She herself hfci 
were possible, I expect the Sant would policemen that they as public servants destroyed old established canons 6# : 
make mincemeat of St. George and the are not “servants of Mr Darbara Singh”, selecting hijackers as party candidates^ 
dragon put together. and that they will have to bear the con- she has thus laid down the principle 

The manner in which he is defying all sequences if they obey the Chief Minis- that she and her supporters are entitled 
canons of law and order in Punjab is ter. There could scarcely be a more to trample on the law of the land 
incredible. The worst part of it is that seditious statement by a leading light of press home political points. The 
he is freely permitted—even encouraged— an important religion. Mrs Gandhi had is merely giving her a dose of her owh: 
to do so by some elements in the ruling no compunctions about imposing an medicine. He has warned that ifth& 
Congress. Some of them are merely emergency on the ground that Mr Sikh hijackers are harshly treated, it will; 
chicken-hearted, others are frankly Jayaprakash Narayan was making sedi- amount to discrimination against Sildjj& 
opportunistic. They want to ride on tious statements. In fact Mr Narayan an£ * confirm that the Hindus are out W? 
the tiger to chase away the mainstream merely asked the police and armed ^ e * r turbaned brethren. Mah$: 

Akatis. They will, of course, return forces not to obey directives that violat- turbans have nodded in assent at thW, 
from the ride with the Congressmen ed the Constitution. What the Sant statement / 

inside and a smile on the face of the tiger, and other wild Akalis are demanding is *D ajmohan Gandhi has brilliantly 
The CBI has strongly recommended quite specifically the subordination of analysed the real reason for Sikh 

that he should be arrested for complicity the law, the Constitution and everything tremism and separatism. “For aft 
in the murder of the Nirankari Baba else to their own sweet will. But this answer, we have to leave the Sikhs and 
last year. But the Punjab Government docs not unduly perturb Mrs Gandhi, look at the heart of India as a whole* 
has decided it would be politically it seems. It is only Mr Darba ra Singh’s The heart of our land is unable today ^ 
unwise to do so. This has naturally head that the Sikh extremists are how- evoke affection, admiration and loyafl$ 
encouraged the Sant to act as a law hng for, not hers. And so she can view from its limbs. Mediocrity, smallness 
unto himself, and set himself upas a with equanimity the open incitement to and moral compromise have invaded 
parallel dispenser of law and order. He violence by wanted criminals. What corroded the heart. The passion#^ 
was recently sent a letter by the police really upsets her is the perfectly consti- young Sikhs, like the passionate youtlf 
requesting him to please hand over any tutional attempt of the Janata Party and Indians of any other grouping, do no$ 
wanted gunmen who might seek refuge Lok to get together as a political feel drawn by a magnet of greatness, 
in his gurudwara. Since the very same alternative to her. It is the decay of ethics—first the 

police claim that the gunmen are in his There was a time when the country trayal and then the abandonment 
pay, the letter is a pathetic charade, was shocked by the hijacking of an norms—that has triggered thoughts df 
The Sant has naturally treated it as Indian Airlines plane by Sikh extremists, separation”. So if planes are hijack^ 
worthy only of wiping his arse with, and it was hoped that Mrs Gandhi an ^ cries for Khali sf an rend the all^ 
He has cnoUy told the Government that would capitalise on the atmosphere to blame not the CIA or some other foreign 
all the wanted men—accused of killing crack down on the Sant. Instead she Satan. Look first at the devil within. " 
Lala Jagat Narain and others—are merely wagged her tail, and so the Sant — Swavninathan 8. Aiyftt 
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TOWARDS MEDICAL CARE 
AT THE DOORSTEP OF ALL 

Delhi Administration is providing medical facilities through L.NJ.P. Hospital, 
G.B. Pant Hospital and through 110 dispensaries (Allopathic & Homeopathic) spread 
into the areas inhabited by low-socio income group viz. slum, resettlement and J.J. 
Colonies. Delhi Administration also exercises strict control over the manufacturing, 
sale of drugs through Drugs Control Department and also take measures to prevent 
food adulteration through prevention of Food Adulteration Department. The 6th 
Plan Schemes under Medical and Public Health Sector, involving an overall expendi¬ 
ture of Rs 3759.90 lakhs, aim at bringing integrated and specialised medical services 
at the door steps of the people. 

SALIENT FEATURES 

• One 500 bedded hospital at Hari Nagar and one at Shahdara under construc¬ 
tion. The latter will also have a medical college. 

• 300 bedded ward under construction at Guru Nanak Eye Centre, L.NJ.P. 
Hospital to provide more facilities for eye care. 

• Three 100 bedded hospitals are to be constructed in resettlement colonies of 
Mangolpuri, Khichripur and Jaffarpur Village. The work of Mangolpuri 
hospital is starting shortly. 

• 10 Dispensaries set up in resettlement colonies have been upgraded and are 
now provided with additional doctors/staff. 

• Two Poly-Clinics are already functioning at Moti Nagar and Tilak Nagar. 
Three more are likely to be started by March, 1982 at Jahangirpuri, Khichripur 
and Dakshinpuri. 

• School Health Scheme, involving medical check up of the students has been 
extended to West Delhi. About 60,000 students are likely to be covered by 
March, 1982. All school children in Delhi will get a medical cover by the 
6th Plan. 

• Prevention of Food Adulteration steps have been intensified. 


Issued by 

The Directorate of Information and Publicity 
Delhi Administration 
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Once upon a time, a high consumption 
of steel per head was taken to signify 
that a country was very prosperous. 
Today a high steel consumption is more 
likely to mean that a country is commu¬ 
nist. Of the dozen biggest guzzlers of 
steel in the world, no less than six are 
communist nations, as shown in the table 
below. The champion is—surprise, surprise 
—Czechoslovakia, at 718 kilos per head 
in 1980. But even more remarkable is the 
appetite of Rumania. This country is 
.officially classified as a developing 
nations, and had an income per capita 
of only 1,900 dollars in 1979. Yet 
it boasted the fourth largest appetite for 
steel, at 580 kilos per head. This was 
more than double the consumption of 
Britain (272 kilos per head). 

Largest Consumers of Steel 


Consumption 

Income 

per capita 

per capita 

(kilos) 

(dollars) 


1980 1979 


Czechoslovakia 

718 

5,290 

Japan 

675 

8,810 

GDR 

622 

6,430 

Rumania 

580 

1,900 

West Germany 

575 

11,730 

Canada 

573 

9,640 

USSR 

569 

4,110 

Poland 

551 

3,830 

Singapore 

544 

3,830 

USA 

537 

10,630 

Sweden 

530 

11,930 

Bulgaria 

483 

3,690 

Qatar 

475 

N.A. 

Finland 

460 

8,160 

Switzerland 

458 

13,920 

Italy 

457 

5,250 

Australia 

438 

9,120 

Austria 

413 

8,630 

Belgium/Lux. 

392 

10,920 

Norway 

391 

10,700 

Libya 

385 

8,170 


Source: The world steel map published by ths 
International Iron and Steel Institute; World 
Development Report 1981. 


Iron Diet of Communism 


Swaminathan S. Aiyar 

The table brings out clearly the 
contrast between Eastern and Western 
Europe Despite a far lower Jiving 
standard, Eastern Europe has a gargan¬ 
tuan appetite for steel. Another way of 
illustrating this is to look at the steel 
consumption of non-communist countries 
with income levels approximating to 
those of Eastern Europe. We find that 
these countries consume half as much or 
less than their communist counterparts. 

The phenomenon afflicts Asians as 
much as it does Europeans. North 
Korea consumes 278 kilos per head, with 
a per capita income of 1,130 dollars. 
South Korea, a richer country (1,480 
dollars per capita) consumes much less 
steel—154 kilos per head. 

A straightforward comparison between 
China and Taiwan would be misleading, 
as the standard of Jiving in Taiwan is 
many times higher. But, as the tabic 
below shows, China's steel appetite is 
greater than that of many developing 
nations with a far higher standard of 
living. 

China's Steel Consumption Compared 
with Selected Developing Countries 


Steel con sump- Income 
tion per capita per capita 
(kilos) (dollars) 

1980 1979 


China 

44 

260 

Columbia 

27 

1,010 

Nigeria 

23 

670 

Philippines 

32 

600 

Indonesia 

14 

370 

India 

17 

190 


Why is there such an outstanding 
correlation between communism and 
steel? One possible explanation could be 
that defence expenditure is very high in 
these countries. But this theory does 
not stand up to detailed examination. 
There can be no greater defence maniac 
than Israel^ yet it consumes only 258 


kilos per head, less than half the average 
East European level. Libya is another 
country with arms out of all proportion 
to its population; but it comes only 
in the list of steel guzzlers, at al¬ 
most half the level of Czechoslovakia. 

The Soviet Union can plead that it is 
still opening up Siberia, and constiuct- 
ing long railroads and pipelines. But it 
is using far more steel than the USA 
did at a similai phase of development. 
Note also that some of the pipeline pro¬ 
jects in North America are not much 
smallci than Siberian ones. 

The communist countries may be 
fugding their steel production figures, 
Steel is very much a status symbol in 
centrally planned economics, and thore 
must be a temptation to exaggerate pro¬ 
duction. But it seems doubtful whether 
the e\u£gcralion could be so universal 
or on such a large scale as to explain the 
high consumption figures. 

Wasteful Ussrs 

One ls finally left with the explanation 
that centrally planned economies are 
extremely wasteful and inefficient in using 
steel. Reared on giganticism, planner* 
tend to duplicate steel-intensive designs 
for smaller projects needing little or HO 
steel. There is a lack of cost conscious* 
ness, and the overdesigning of structures 
and equipment is commonplace. The 
money available to any company de¬ 
pends not on internal profits but OH 
Government allocations, and the belt 
wav to get the biggest allocations is to 
exaggerate costs, not to cut them. The* 
setting of targets in physical rather th*# 
financial terms means there is no incen* 
live for managers to economise on the 
use of materials. 

Is this the whole explanation for the 
iron appetite of communism? Probably 
not. 1 he equipment and construction 
techniques of communist nations am 
som<Avhat inferior to the best OECD 
ones, but the difference is not as* drama* 
tie is the difference in steel consumption* 


ftXMOMIST 


57 


JANUARY 8, 1982 








Economic Analysis 

Oil Shocks and Structural Adjustment 

T. C. A. Srinlvasa-Raghavan 


Ite 1970s will be remembered for the 
two oil shocks of 1973-74 and 1979-80. 
The first oil price increase was relatively 
mild ($ 8 per barrel). The second shock 
was far more severe (S 20 to 24 per 
;barrel). The resultant current account 
deficits for developing nations was 
around $80 billion in 1980. This has 
been bridged mainly by commercial bor¬ 
rowings, short-term loans from the IMF 
and reserve depletion. But this by itself 
only postpones the day of reckoning. In 
the long run, all oil importing countries 
will have to adjust their economic frame¬ 
work so as to balance their payments 
while paying the new price of oil. 

These measures have come to be 
known as structural adjustment. Very 
simply, structural adjustment implies 
that countries will have to pursue, 
single-mindedly, policies which will 
counter the most immediate problem- 
foreign exchange. This in turn means 
that the multiplicity of objectives that 
are to be found in countries like India 
will have to be temporarily given up. 
There has been great apprehension, 
perhaps rightly, that such a restructuring 
will lead to a shift away from distribu¬ 
tional objectives towards pure growth. 

Dr Bela Balassa of the World Bank 
in a paper has spelt out the policies that 
the affected countries will have to follow. 
These measures include production 
incentives to re-allocate resources, ad¬ 
justments in the exchange rate, export 
Subsidies, sensible pricing policies, in- 
$tment incentives, realistic (high) inte* 
i rates, competition among banks and 
er financial intermediaries, curtail- 


World Bank Staff Wjrking Paper No. 437 
j\ (Oct. 1980) entitled “The Newly Industrialising 
V : Developing Countries After the Oil Crisis”. 


ment of Government deficits (mainly by 
reducing expenditure on public consump¬ 
tion) and reduced Government borrow¬ 
ings from the country’s central bank. 
The objective of all these steps would be 
to accelerate growth through a more 
efficient allocation of resources. 

To leftists and other emotional people, 
structural adjustment has become a 
dirty word. This is largely due to the 
apprehension that adjustment will affect 
the poor most adversely. What would 
happen to them in the absence of such 
policies is often overlooked. 

The policies fbllowed and results 
obtained by some countries—which 
looked outwards and others who did not— 
during 1974-78 give a clue. Dr Balassa 
has worked out the economic effects of 
an outward looking strategy shocks after 
the first oil price increase for the period 
1974-78. The resulting analysis makes 
for very instructivereading. 

The NIDC’s are defined (in Dr 
Balassa’s study*) as those with per capita 
incomes in excess of $ 1100 in 

1978 and where the share of manu¬ 
facturing in GDP was 20 per cent or 
more. This definition covers Argentina, 
Brazil, Chile, Mexico, Uruguay, Israel, 
Yugoslavia, Hong Kong, South Korea, 
Singapore and Taiwan. India, though 
excluded by this definition, is included 
in the study on account of its large 
manufacturing sector. The countries are 
divided into four categories depending 
on the policies applied in the period 
preceding the fiFst oil shock. 

The study first examines the impact 
of the oil shock on the balance of 
payments of the NljpC’s in the form 
of terms of trade and export volume 
effects. Then it goes on to look at the 


economic effects of the policies applied 
after the 1973 shock. 

First, the effects. The countries stu¬ 
died all suffered terms of trade losses 
in varying degrees. The highest loss 
(in 1974) was experienced by S. Korea, 
Brazil, Israel, Yugoslavia (equal to half 
the average value of exports and 
imports), followed by Taiwan (onc-thiid), 
Singapore (one-sixth) and Mexico (one- 
fifth). India and Uruguay too expe¬ 
rienced heavy losses equivalent to 41 and 
48 per cent of average trade. Chile would 
have been severely affected except for the 
high copper prices during much of 1974. 
Towards the end of the period under 
study (1974-78) the terms of trade had 
improved for all these countries except 
Chile, Israel and Yugoslavia. 

Where export volume effects are 
concerned, the initial impact was negli¬ 
gible owing to strong world demand. 
But, subsequently, when the growth of 
world demand slowed down, export 
volumes shrank quite sizably by 1978. 
The terms of trade effects exceeded 
export volume effects by a rather large 
margin in all oil importing countries. 
The’ only exception seems to have been 
India where the buoyancy in international 
tea prices reduced the terms of trade 
Joss towards the end of the period under 
study. 

The second stage of the analysis deals 
with the effects of the policies applied 
after the oil price increase of 1973-74. 

The first group of countries (Korea, 
Singapore and Taiwan) experienced a 
combined balance of payment effect i.e. 
terms of trade effects and export volume 
effects together, equal to 18 per cent of 
GNP in Singapore, 10 per cent in 
Taiwan and 9 per cent in South Korea. 


++++++++ »+++»♦»♦ ♦+ ♦ ♦ »++»-♦♦»♦♦♦ ** ++++++ H44 +4 


EASTERN ECONOMIST 


58 


JANUARY!! 



All three countries carried on with 
i export-oriented strategies. 

For example, Korea went in for 
greater foreign borrowings, but it made 
sure that the incremental capital inflow 
was invested rather than consumed, by 
providing a set of incentives, by reducing 
the Government deficit and possibly 
most important of all, establishing posi¬ 
tive real interest rates. This resulted 
in the share of investment in aggregate 
expenditure going up from 23 per cent 
in 1971-73 to 27 per cent in 1974-76. 
Consequently, despite the exchange rate 
appreciation vis-a-vis the dollar, the 
,v adverse effects on the balance of pay¬ 
ments was offset in 1975, thus eliminat- 
\ ing the need for additional net external 
financing 

At the other end of tlie spectrum, are 
Chile and Uruguay, all of whom followed 
inward looking strategies. The combin¬ 
ed balance of payment effects came to 
two per cent of GNP in India in 1974, 
increased in 1975, declined a bit in 1976 
and 1977 and returned to the 1974 level 
in 1978. However, these adverse effects 
were more than offset by a wholly for¬ 
tuitous circumstance : inward remit¬ 
tances from workers in Middle East and 
other invisibles, particularly tourist 
receipts. In response to the oil price 
increase of 1974 India adopted defla¬ 
tionary policies with the real value pf 
money supply dipping sharply by 14 
percent in 1974. The slowdown in the 
rate of economic growth only partly 
offset the adverse effect of the negative 
import substitution caused by the 
weakening of the dollar against the 
rupee and the loss of export market 
shares. Correspondingly additional net 
external financing requirements exceeded 
the balance of payments effects by a 
considerable margin. This , situation 
persisted in the subsequent years except 
in 1976 when a real and substantial 
devaluation led to import substitution. 

Meanwhile foreign exchange reserves 
were accumulating owing mainly to the 
worker’s remittances and the net external 
debt ratio declined from 16 percent in 
1973 to 8 per cent in 1978. In the same 
period the gross external debt ratio 


decreased from 17 to 14 per cent and 
the gross debt service ratio from 27 to 
15 per cent. Perhaps the most impor¬ 
tant observation made by Balassa is 
the one saying “labour intensive manu¬ 
factures received few export incentives 
although they conform to India's com¬ 
parative advantage. Correpondingly 
India continued to lose export market 
shares, specially iV manufactured goods 
where actual exports fell to J 7 per cent 
of hypothetical exports calculated on 
the assumption of unchanged marke‘ 
shares, in 1978”. 

Predictably, the course of action 
advocated is the familiar Fund-Bank 
formula : when faced by the current 
account deficits caused by external 
shocks, the only sensible thing to do is 
to follow an outward looking strategy. 
To quote : “countries applying such 
(outward orimted) policies experienced 
increases in their expert market shares 
while losses in market shares occurred 
in countries characterised by inward 
orientation. Reliance on export promo¬ 
tion in response to external shocks under 
an outward oriented strategy, in turn, 
favourably affect economic growth”. 

Balassa finds a high correlation bet¬ 
ween relative export performance and 
the rate of economic growth. This, it 
appears, is due to the efficient use of 
resources and rapid technological change 
which are concomitant with an ontward 
looking strategy. Apparently, this pro¬ 
position is also supported by the high 
correlation between relative export per¬ 
formance and the incremental-capital 
output ratio. 

An interesting finding is the negative 
correlation between reliance on addi¬ 


tional net external financing and the 
rate of growth of GNP. The Spearman 
correlation coefficient between the two 
variables was—0.31. From this it would 
appear that using domestic policy 
measures in response to external shocks 
may be better than relying on external 
financing, 

The study also shows up the effects of 
changes in real exchange rates on exports 
and import substitution as well as on 
domestic saving and investment. It is 
apparent that in the inter-country 
context a 10 per cent increase in the 
reciprocal of the incremental capital 
output ratio is associated with a 9 to 
10 per cent increase in the GNP growth 
rate. Further, a 10 per cent increase 
in the domestic savings ratios is associat¬ 
ed with a threi to four per cent increase 
in the GNP growth rale. 

To conclude it is best to quote Dr 
Balassa again : “These findings have 
implications for the policy measures that 
may be taken in response to recent 
increases in oil prices. They indicate, 
first of all. the need to lessen the bias 
in the system of incentives against 
exports and in favour of import sub$ti»> 
tution. They further point to the need 
to maintain realistic exchange rates and^ 
interest rates, limit the budget deficit, 
and avoid using the proceeds of foreign^ 
borrowing to increase consumption and 
to carry out investments in industries■, 
that do not correspond to the country’s;; 
comparative advantage. More generally, 
the findings suggest the need to reduced 
distortions in product and factor marketer 
and to increase reliance on the market''; 
mechanism.” ,■ 

Quite so. 
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Centre does not appear to be enthusias¬ 
tic in promoting new investment in West 
Bengal in the present situation? 

While the conference regretted the 
attitude of the MRTP and FERA com¬ 
panies to the development of West 
Bengal, it complained that their actions 
were responsible for the difficulties of 
the small industries. The State CP1(M) 
Secretary, Mr Promode Das Gupta, 
explained that the small units had been 
facing a crisis as a result of the “on¬ 
slaught” on them by these companies. 
He did not say in what ways the latter 
were hurting the small units. He also 
pointed out that in many areas in the 
State, the trade union movement had 
been dominated by "economism” and 
that there was greater need for “politi¬ 
cising” them. He stressed the impor¬ 
tance of giving a stronger political 
orientation to the trade unions. 

The CPJ(M) may be expected to imple¬ 
ment this decision with greater vigour in 
the coming months. But it docs not seem 
to have considered what impact it will 
have on industrial relations, on the in¬ 
vestment climate and, abovvJ all, on the 
small industries. It is relevant to recall 
that in 1979 West Bengal had 418 indus¬ 
trial disputes resulting in a loss of 
mandays of over 18 million. West 
Bengal in that year occupied the fore¬ 
most position among all States in respect 
of industrial disputes and loss of man- 
days. If therefore the CPI(M) is really 
keen on strengthening small indus¬ 
tries, it should have offered some cons¬ 
tructive suggestions to the Government 
to enable them to survive and prosper. 

Worst Victims 

The party does not appear to realise 
that the small units have been the worst 
victims of the persistent power crisis in 
the State. West Bengal’s per capita 
consumption of power at 114 KWH is 
far below the all-India average of 130 
KWH. Although the chronic power 
shortage can be removed only on a long¬ 
term basis, surely, it should be possible 
for the State Government to provide 
some immediate relief by better utili¬ 
sation of capacity, for which there is 
enormous scope. The CP1(M) should 


analyse in depth the real reasons jferr the 
State’s stagnation in economic develop¬ 
ment and find out to what extent the 
State and the party can help to speed it 
up even with the limited powers and 
resources available under the present 
Constitution. If in 1979 Maharashtra 
could get 100 industrial licences and 
Gujarat 48, why should West Bengal 
recieve only 30? West Bengal secured in 
that year only 27 letters'of intent com¬ 
pared to 107 by Maharashtra and 118 by 
Gujarat. Do not these data show how 
State Governments can promote their 
development with their own efforts even 
with the existing constraints of various 
types? 


Railway Traffic 
Trends 


Encouraged by the uptrend in freight 
loadings during the current financial 
year, railways are stated to be planning 
for a target of moving 230 million tonnes 
of revenue-earning originating goods 
traffic during 1982-83. The target for the 
current year is 215 million tonnes, which 
is likely to be exceeded comfortably. By 
November-end, the entire incremental 
20 million tonnes originating goods 
traffic for 1981-82 as a whole had been 
moved. The total traffic likely to be 
catered for by March-end, thus, may be 
around 220 million tonnes. The next 
year’s target of 230 million tonnes 
revenue-earning originating goods traffic 
consequently will be 15 million tonnes 
more than the target for this year and 
about 10 million tonnes higher than the 
actual accrual. 


On calendar year basis, railways were 
able to cater for 216.6 million tonnes 
revenue-earning originating goods traffic 
during 1981. This was 13.5 per cent 
more than the 191 million tonnes moved 
in 1980. The movement of goods traffic 
in terms of tonne-kilometers has been 
even better. The increase on this basis 
been of the order of 14.3 per cent to 
over 162.9 billion tonnc-kilometer$ from 


142*51 billion 

This means that contrary to the Railway 
Minister’s budgetary expectations, the, 
goods traffic lead has been growing this 
year also. It averaged to 752 kilometers 
for 1981, as against 746 kilometers in 
the previous year. 

Higher Expectations 

Taking into consideration the lead, 
the increase in good traffic during the 
current financial year should be subs¬ 
tantially higher than the budget estimate 
which had taken into account a lead of 
only 710 kilometers. 

The increase in passenger traffic in 
1981 has been equally significant. 
Railways booked 3665 million passengers 
during this year, as against 3460 million 
in 1980 The growth in passenger traffic, 
thus, was six per cent. In passenger 
traffic also, railways are likely to exceed 
the target of three per cent growth in 
non-suburban traffic and six per cent 
increase in suburban traffic during 
1981-82. 

The above heartening trends in goods 
traffic have been attained primarily as a 
result of a significant improvement in 
wagon turn-round—the time taken by a 
wagon to complete a round trip. Whereas 
the average broadgauge wagon turn- 
round time in 1980 was 15.47 days, it 
was brought down in 1981 to 13.54 days 
—by about two days. It is estimated 
that a day less in wagon turn-round time 
benefits the national economy to the 
tune of Rs 500 crores. 

The traffic trends during the current 
financial year re-affirm the feeling that 
the deterioration in railway finances, 
which led to increasing the freight rates 
for the second time during the year last 
month (to be effective from January 1), 
has been due to the budget estimates 
going awry in so far as expenses were 
concerned. Despite the recent IhCfease 
in freight rates, a further fairly stiff raise 
in freight rates as well as passenger fares 
in the next year’s budget cannot be 
ruled out. The Planning Commission 
has approved only Rs 550 crores bud¬ 
getary support for the next year’s deve¬ 
lopment plan of railways, as against 
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WfMerortsa sked for. The 1982-83 
development plan of railways can be en- 
i olargednly if they are able to mobilise- 
additional internal resources. 


Integrating Cement 
Production Facilities 


Indian industry has grown in stature to 
maximise opportunities and derive advan¬ 
tages of specialisation by having a global 
j&utiook of capacities. Unfortunately the 
ttyailability of a large domestic market 
Jpd a system of controls that gave a 
great deal of protection to the Indian 
entrepreneur did not impel him to look 
beyond the confines of a domestic mar¬ 
ket; somehow despite the advantages of 
much lower cost of labour, persistent 
shortages kept him continuously in the 
seller’s market to the detriment of seri¬ 
ous and all-pervasive efforts to contain 
cost of production. Partly for this rea¬ 
son also he had not been much enthusias¬ 
tic about integrating production facilities 
with nearby markets. 

During the Janata regime, Union 
Minister for Steel and Mines, Mr Qiju 
Patnaik, thought about such a prospect. 
Biju was anxious to give a big momen¬ 
tum, among others, to the development 
of Orissa and he wanted to push several 
projects all at the same time- like an¬ 
other steel plant at Paradip; a large 
fertiliser plant, again at Paradip and a 
massive aluminium complex based on 
the extensive deposits of bauxite found 
in Orissa. In view of the resources cons¬ 
traint and of the massive requirement of 
power for producing aluminium he 
thought of producing alumina at Orissa, 
ship it to Iran where the copious avail¬ 
ability of power could be used to pro¬ 
duce aluminium, a good portion of which 
can be bought back. The economic via¬ 
bility of such schemes many not be ques¬ 
tioned. 

While massive tie-ups of this type are 
difficult, there is certainly lot of scope 
for looking out for opportunities in 
nearby countries for deriving maximum 


advantages of capacities and capabilities 
readily available. An interesting instance 
of this was provided recently by Mr M.P. 
Jain, Chairman of the Andhra Cement 
Company. The company concluded re 
cently a trilateral arrangement involving 
companies in South Korea, Nepal and 
India under which Andhra Cement will 
be importing 50,000 tonnes of clinker per 
year. This will help produce 75,000 
tonnes to cement at the Visakhapatnam 
Works of the Company which will be 
exported to Nepal. 

The arrangement is for a period 
of three years. The company deserves 
commendation for thinking of such 
an export of a commodity which 
has been in acute short supply and in 
which blackmarketing is rampant. Mr 
Jain is also pursuing vigorously a scheme 
to import clinker from Korea for the 
production of cement for the domestic 


S' Viswanathan writes 
from Madras 


market as well. He told a recent press 
conference in Madras that such a scheme 
if permitted will reduce by half the 
outgo of foreign exchange on import of 
cement presently made. It is a happy 
prospect that this type of integration of 
facilities could be made to derive the ad¬ 
vantages of capacities that are available. 
And for cement industry such an inno¬ 
vation will be of tremendous advantage. 

The build up in capacity has been pain¬ 
fully slow in the greater part of the 
Seventies and production has been stag¬ 
nant around 20 million tonnes. Mr Jain 
contrasted this with the size of the 
industry in a much smaller country like 
South Korea: with a population of just 
36 million. South Korea produce around 
25 million tonnes of cement, a half of 
which is exported. Production was only 
JO million tonnes a decade ago. Massive 
expansion is underway; in India also the 
sizable additions planned during the Sixth 
Plan will take the capacity to 43 mil¬ 
lion tonnes by 1985-86. Still Mr Jain feels 
that the production capacity could easi¬ 
ly tie expanded to 100 million tonnes. 
Andhra Pradesh and Madhya Pradesh 
have vast deposits of limestone and coal 


Mr Jain expected these two States to 
account for nearly half the total produc¬ 
tion of cement in course of time. 

This optimism is of course supported 
by the excellent performance of Andhra 
Cement. The company had its begin¬ 
ning in 1936. Started with a modest 
capacity of 100 tonnes per day of pro¬ 
duction at Vijayawada, the company 
took its capacity in stages to 2.4 lakh 
tonnes by 1970. But then unremunera- 
tive prices and lack of attention to 
modernisation made the operations un- 
viable and the management changed over 
to the Jains in 1976. Since then a mas¬ 
sive programme of expansion and 
modernisation are underway. Looking 
ahead at the prospects of the Visakha- 
patnam Steel Plant going on stream the 
company set up a grinding unit at this 
port town at a cost of Rs 7 crores. Un* 
daunted by the delay in the setting up of 
Visakhapatnam Steel, the company con¬ 
cluded a long term arrangement with 
Steel Authority of India Limited for 
supply of blast furnace slag from the 
Rourkela Steel Plant. It also availed of : 
the soft loan facility of the IDBI to 
modernise its Vijayawada plant which 
helped the plant to operate at 120 per 
cent of its capacity. 

Promising Outlook 

These efforts have helped the com¬ 
pany expand its capacity to 4.9 lakh 
tonnes. But what is in store appears | 
more promising. The company is ■ 
setting up a modern cement unit at a 
cost of Rs 30.85 crorcs at Nadikude . 
which will have capacity to produce 4 S 
lakh tonnes of clinker and 2.5 lakh ton-. j 
nesof cement. Mr Jain announced a J 
rights issue of Rs 2.75 crores to the cxis- 
ting shareholders in the ratio of 1:3 t 
which is to be followed soon by a public 
issue for another Rs 2.75 crores. The * 
company’s plan to convert to the dry ( 
process by setting up precalcination faci-J 
lities will boost capacity by an additional ^ 
5 lakh tonnes. Thus by 1986-87 it will ; 
have a total capacity for 12.4 lakh ; 
tonnes. 

The beginning made for integrating ' 
facilities of South Korea with ours can ; 
be extended with advantage to other 
areas as well. 
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where fhe^^^coble ends 
-with the perfo rm ance 


Even the most technologically advanced 
process does not have to mean the most 
superior power cable. What is really important 
is the capacity of the cable to perform- 
dependably and reliably, under even the 
most demanding conditions. Because a 
UNISTAR cable is not only a marvel of 
technology, it is a blend or the genius and 
dedication of the people who make it. 

Today, in industrial complexes, national 
power projects, state power stations and 
other industries. UNISTAR cables are a vital 
pre-requisite. Because there is a UNISTAR 
cable for every need. 

Now. UNISTAR offers the highly superior 
PEX (Crosslinked Polyethylene) Power 
Cables, in technical collaboration with ASEA 
. KABEL. Sweden. 


UNISTAR range of cables also Include: 
Paper insulated Power Cables. Thermoplastic 
ana Elastomeric Cables. Railway Signalling 
Cables. Mining Cables. Airfield Defence 
Cables. Shipbuilding Cables. Quarry Trailing 
Cables. Lift Cables. Drill Cables and 
Locomotive Cables. 

UNISTAR—precision-engineered quality 
cables thgt stand the test of time. Always. 

For more information, simply write to ua. 
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UNIVERSAL CABLES LIMITED 

P.O. Birla Vikas, Satna-485 005 (M.P.) 
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Next Phase in Reaganomics 


V. Balasubramantan 


The President is fighting with his back 
to ths wall to save his supply-side tax- 
cut programme, which he clearly regards 
as the most important achievement of 
his presidency yet. He is right of course 
that a f.ee enterprise economy, in a liber¬ 
al democratic system,need; an incentive 
oriented fiscal policy for steady and subs¬ 
tantial growth in enterprise capita) and 
^vestment in productivity. His thrcc- 
^ear across-the-board inconie-tax rate 
cut is probably the most imaginative 
effort at relating economic policy to 
economic necessity since the Rossevelt 
New Deal. It is more than merely res¬ 
pectable for it is clearly sensible, to 
argue or to assume that right now the 
American economy stands to profit most 
from encouragement to savings and the 
application of more capital to opportu¬ 
nities in new areas of technology or 
business organisation. Without this 
quickening of its dynamics, it cannot 
generate enough job opportunities for the 
young, especially of the minority com¬ 
munities who are now swelling the ranks 
of the unemployed, nor can it continue 
to hold out promise of improvingincomes 
for those who are employed. 

Instant Miracles 

But powerful as the Reagan tax plan 
will be in the medium term in promoting 
faster economic growth, it still needs 
time its wonders to perform. Unfortu¬ 
nately, the President has let himself be 
placed in a situation where his political 
need is for instant miracles. His com¬ 
mitment to a programme for stepping up 
military expenditure by five per cent an¬ 
nually in real terms cut the ground from 
under the feet of his economic recovery 
programme even before it got started. He 
could have financed much of the immedi¬ 
ate loss of revenue from the redaction in 
income-tax rates or reasonable restraints 
on growth in federal expenditure, indud- 
ing some cut-back* in social programmes. 


What he should not . have attempted to 
do was to step out all at once in diverging 
directions. He was aiming at cutting 
down the rate of growth in federal spend¬ 
ing while sharply boosting military spen¬ 
ding and he was trying to chase away 
federal deficits over a brief span of three 
fiscal years after surrendering a consider¬ 
able part of current revenue from the 
income-tax and other direct taxes, includ¬ 
ing tax on business earnings. The ele- 


Small Talk from 
Washington 


mentary arithmetic of this effort was that 
he would ha\e to cut far more deeply 
and far more quickly into federal servic¬ 
es, particularly tiaftifer payments in¬ 
volving social piogrammes for the un¬ 
employed, the unemployable, the low- 
income earners, or the physically or 
socially disadvantaged or disabled of 
various descriptions than politics or pub¬ 
lic opinion would allow. 

The President is now truly up against 
the unrelenting numbers of this arith¬ 
metic. In his initial assault on federal 
spending, he has already made inroads 
into social programmes which have thrust 
into the tolerance even of his Conser¬ 
vative constituency. Unhappily, despite 
paying this price, he is still confronted 
with the prospects of further dismantl¬ 
ing the welfare structures of American 
community life in a dog-chasing-its- 
tail exercise of controlling federal 
deficits that threaten to run at fantastic 
levels for all the four years of bis term 
and beyond. Cutting his losses, the 
President has shown an uncharacteristic 
inclination to buy the argument of admi¬ 
nistration opportunists that balancing the 
budget need only *toe a policy goal and 
not a target for a time-bound commit¬ 
ment, but he has been stopped in his 
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tracks by the surfacing these days of the 
traditional Republican distrust of and 
disquiet over contentions that budget 
deficits could be either a need or a neces¬ 
sity of Government. 

Attentive Listener 

Indeed the current estrangement of the 
party of Government from administra* 
tjon apologists has grown to the extent 
of making the President feel threatened 
in hs tax-cut programmed This hgf : 
compelled him to take publicly the stand £. 
that he intends staying with the income^ ■ 
tax reduction schedule and he has'tol; 
fact not discouraged speculation in 
press th it he is currently an attetttiy^ 
listener to supply-side crusaders, such 'Rxf 
Republican congressman, Jack Kenij^l 
that the further stages of the 25 peroetylf 
cut in taxes shou'd be sp:eded up 1mA 
the pace of recovery. They point out ^ 
that each percentage point rise in up^ 
employment, now nearing nihe per cental 
is costing the federal budget 25 billm 
do lars through toss of revenue opportun^ 
nities reflecting lower economic activ^ft 
and increased social expenditure prompt* ; 
ed by rising numbers of the unemployeds! 

Their argument is that this situatic$| 
could be corrected only by $trengtheniitj|| 
and speeding up the supply-side stimuh|$.| 
of the tax-cut, especially as interest ratj^| 
are staying on a high plateau longer 
expected and the recession promises to 
stronger and more prolonged than 
cipated. Tempted as Reagan must be|i|| 
this advocacy, hard political realities 
now forcing him to lend an ear to coujtyl 
sel within his administration—and parti¬ 
cularly ftom his Director of Budg$$^ 
David Stockman—as well as from ttaSJ 
Republican leadership in Congress that; 
he would have to explore revenue-raising 
possibilities, in the next phase of his ectyf 
nomitf programme, if bis budget policies 
are to command public confidence, of 
break the inflationary expectations of 

JANUARY 8, 1982 




consumers, business or tfae financial com* 
inunity. 

These currents and’*cross-currents in 
the making of the economic policies that 
will be outlined in the President’s mes¬ 
sage to Congress this month have^pro- 
duced a curious situation. On Decem¬ 
ber 17, the President declared at a press 
conference that he had “no plans for in¬ 
creasing taxes in any way”, but, within 
foe hour, the White House Press Secre¬ 
tary was explaining that this did not mean 
that the President was going back on 
administration proposals for various 
“revenue-enhancement” measures for a 
total of %22 billion. This scheme involv¬ 
es, in the main, the levy of some user 
charges as well as the pluggng of tax 
loopholes that are held to have enabled 
corporations to reap tax benefits not 
intended by Congress. 

The chances aie that pressure on 
the President from his own partymen 
for further levenue-raising measures, 
such as a tax on windfall profits as 
part of an immediate deregulation 
of the well-head prices of natural gas 
and some excise levies on gasoline or 
other products, will rise as American 
party politics steps out into 1982, the 
year of Congressional elections when 
many seats, both Democratic and Repub¬ 
lican, are expected to be “up for grabs” 
in the House where the Democrats are 
now in a majority which the President 
finds troublesome. 

The chances are that, however strong 
the President’s resolve may be to 
squeeze social programmes further, 
he may find his political options 
restrictive, while the political compulsions 
acting on him for a more even-handed 
approach to the rights and needs of 
differing economic and social classes in 
the American community are bound to 
be kept at high pressure as much by 
public opinion as by campaign rhetoric 
of his Democratic opponents. 

* * 

The passing year began badly for 
foreign aid legislation in Congress, but it 
could have closed worse than it did. 
For this corrective trend, the adminis¬ 
tration’s emphasis on security-related 
assistance to its friends and allies in 
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several parts of the wbrld was largely 
responsible. By linking this concern 
with a very modest commitment to deve¬ 
lopment aid, the President and his men 
were able to pursoads Republican Cong¬ 
ressmen to forego, however grudgingly, 
the luxury of defeating the authorisation 
and appropriation bills for which the 
Democrats had challenged Reagan to 
produce respectable Republican support. 
The first act in the drama was Budget 
Director Stockman’s bid to take away 
about 82.6 billion from a $8 billion 
foreign aid budget which the outgoing 
Cat ter administration had proposed for 
fiscal 1982. The last act was the appro¬ 
priation of 8700 million for IDA, the 
prime target for the Stockman axe in the 
foreign aid area, which was more than 
the $532 million which the Senater had 
earlier approved for fiscal 1982, although 
less than the $820 million which the 
administration had tried to peiwide 
both houses of Congress to vote for. 

Aid to Third World 

In between. Secretary of State Haig, 
alarmed by adverse reactions from other 
OECD countries', important also as 
members of American-led defence pacts 
or alliances, to any US plan foi a subs¬ 
tantial dismantling of development 
assistance links with Third World coun¬ 
tries, had to argue forcefully with the 
President to stay with multilateral deve¬ 
lopment agencies, while trying to 
recast them in the image of Republi¬ 
can conservatism. The obverse of this 
approach was the zeal displayed by 
Treasury Secretary Donald Regan on 
several occasions duiing the year to 
impose the administration's principles 
and precepts on the policies and practices 
of the World Bank and the Interna¬ 
tional Monetary Fund. It could also be 
suggested that President Reagan’s scepti¬ 
cal assessment of the concept of “trans¬ 
fer of resources” through a North-South 
dialogue, as outlined by him, both 
before and at the Cancun summit, has 
provided the framework for all these 
elements in the administration’s deci¬ 
sions or actions in the foreign aid area. 

Originally, the US was to have 
contributed $3.24*billion, its 26 per cent 
share of the total of 812 billion pledged 

66 


to JDA-fith replenisiunehtiby 34 covin 
tries. The contributions have /been 
programmed for payment in three annual* 
instalments over 1981-82 to 1983-84. The 
US subscription for fiscal 1982 has been 
slimmed down by Congress, resulting in 
a shortfall of about 8300 million in 
American participation. This, however, 
is only the beginning of the story. In 
theory, the administration could secure 
increases in annual instalments for the 
remaining two years and thus complete 
its quota over the period. Actually, 
Congress may further reduce appro¬ 
priations for IDA, or even possibly 
eliminate then altogether during fiscal 
1983 and 1984. 

Bleak Outlook 

In any case, with worsening econo¬ 
mic climate for federal spending and 
no probability of improvement in the 
political climate for development aid, 
IDA seems a most unlikely object 
of Congressional liberality. Not even 
this is all. Although other contribut¬ 
ing countries, notably West Germany, 
France, Canada, Japan and Australia 
were uneasy earlier this year about US 
turning away from development aid and 
some of them had even made protesting" 
noises at discreet diplomatic levels, 1 
they now do not seem to see any 
reason why they should not take ad¬ 
vantage of the letter of the IDA-reple- 
nishment scheme and proportionately 
scale down their own pledges since the 
US is cutting its contribution. The out¬ 
look therefore is that IDA may have 
to re-programme its lending intentions in 
keeping with the attenuated resources in 
sight for the sixth replenishment period. 

This may not mean an abrupt stop to 
drawings on IDA, since they have always 
lagged behind commitments, but new 
lending may be expected to become in¬ 
creasingly halting in the course of 1983. 
Meanwhile, World Bank President 
Clausen is quite rightly drawing the 
attention of developing countries to the 
need for reducing their expectations of- 
concessional lending and is serving notice 
on them that assistance from the World 
Bank group will be increasingly in the 
form of a blend of more of interest* 



or 

fending. 

A feature of the debate on develop¬ 
ment aid in the US which ought to be of 
particular interest to the people and the 
Government of India is that much of the 
unpopularity of development aid gene¬ 
rally and IDA in particular among 
Conservative American politicians and 
businessmen is due to the fact that India 
is a substantial beneficiary of develop¬ 
ment aid programmes and has been 
enjoying a 40 per cent share in IDA dis¬ 
bursements. 

Hostility to India 

Since Indian Government policies are 
Jpen as being non-supportive of 
American foreign policy concerns, and, 
in the domestic sphere, inclined to 
be “statist” and hostile to free market 
principles, especially where foreign in¬ 
vestment or business enterprises are 
concerned, American hostility towards 
development aid has come to be concen¬ 
trated in a virulent form on multilateral 
development assistance being given to 
India. Hence the provision in the 
Foreign Assistance Appropriation Act, 
directing the Treasury Secretary to ins¬ 
truct the US representive on the Board of 
Executive Directors of the World Bank 
to secure a “more efficient” distribution 
of group resources, particularly by limit¬ 
ing the maximum Joans provided for any 
one country. 

These hostile feelings in Congress have 
also extended to the IMF loan to India. 
Even Democratic Congressmen have vied 
with Conservative Republican colleagues 
in protesting against the administration's 
decision merely to abstain and not to 
oppose when the loan for India came 
before the IMF board for its approval. 
However, they failed to get any satis¬ 
faction when they demanded that further 
disbursements of the loan should be 
stopped if India were to spend money on 
purchases of Mirage fighters from 
France. The US Executive Director on 
the IMF bluntly told them that the 
defence expenditure of a member country, 
no matter which, cannot be a subject for 
IMF scrutiny when loans are made or 
disbursed. But they did succeed in 
adding muscle to the declared adminis¬ 


tration policy of keeping a wary and 
vigilant eye on Indian commitments re¬ 
lating to the adjustment programme 
which New Delhi has to implement in 
order to earn the scheduled releases of 
the loan amount. 

Development assistance, however, was 
onJy one of the policy issues which 
engaged the attention of Congress when 
it was appropriating money for foreign 
assistance programmes for fiscal 1982. 
On the positive side, a majority of Cong¬ 
ressmen, from both sides of the party 
line, in the Democrat dominated House 
as well as the Republican-controlled 
Senate, came out as keen and active 
enthusiasts of a firm policy of resisting 
the proliferation of nuclear weapons in 
countries other than the five which are 
recognised as belonging already to the 
club of nuclear weapon powers. 

Pakistan’s ‘No 9 

The issue was focussed on the resump¬ 
tion of US military and economic assist¬ 
ance to Pakistan, which was suspended by 
the Carter administration on the ground 
that Pakistan might be engaged in deve¬ 
loping nuclear weapons. Current foreign 
assistance legislation allows the Presi¬ 
dent to waive this ban only when he is 
eblc to certify that the country concern¬ 
ed has given him an assurance that it 
will not develop nuclear weapons. 

Haing failed to obtain such an assu¬ 
rance from the Zia regime, but still 
seeking to implement its programme of 
building up Pakistan militarily as a 
pillar of its strategic planning for West 
Asia, the Reagan administiation sought 
unqualified authority from Congress to 
waive the non-proliferation requirement 
in the case of Pakislan. This it did not 
get. On the contrary, Congress has 
taken this opportunity of legislating for 
a general non-proliferation policy, as a 
part of the foreign assistance legislation, 
whereby countries indulging in any one 
of service specified nuclear proliferation 
activities are to be normally disqualilicd 
for American assistance. The President, 
however, could waive this ban in the 
American national interest, but this 
would require in certain cases Congress¬ 
ional validation; in certain other circums¬ 


tance^ a Waiver announced by President 
could be overridden by Congress. Thus, 
in a year of preponderantly militarist 
concerns, a blow has also been struck for 
sanity in international relations. 


Break in Export 
Credit Stalemate 


The October meeting of the 22 member- : 
nation OECD Export Credits Group , 
achieved an important reduction in go¬ 
vernment subsidization of export credits. 
Failing to agree last spring to a virtual, 
elimination of subsidies-^by linking mini¬ 
mum allowable export credit rates speci¬ 
fied in an international accord to market 
measures—the United States and its Cana¬ 
dian, European and Japanese trading , 
partners agreed to sizable increase in in- ■ 
:ercst-rate minimums on government- 
backed export credits. The US delegates, t 
while reasonably satisfied with the upward V 
adjustment, had sought higher ratoip* 
creases. They regard the latest consent ■ 
as only an interim measure towards the } 
ultimate goal of eliminating export credit 
subsidisation altogether. 

The agreement to boost minimum allow¬ 
able rates by to 2J percentage points 
for officially supported export credits A 

with maturities over two years (effective 
November 16) have broad benefits. It ^ 
will ease the fiscal burden of export/ 
subsidies in Europe somewhat. It will 
also mean that the United States, unable / 
to provide the large rate subsidies it pro* 
vided during the Carter administration 
because of profitability problems at the 
US Export-Import Bank and retrench¬ 
ment under the Reagan administration, 
will lose less ground in the export credit*: 
race than otherwise. 

The increases in minimum permissible 
export credit rates mark the first major 
amendment of the 3i year-old “Arrange¬ 
ment on Guidelines for Officially Suppor¬ 
ted Export Credits.” The arrangement 
spells opt minimum interest rates for , 
medium- and long-term export credits 
that entail some element of government : 
financing; it also limits maturities on 
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long-term credits. The guidelines are as 
follows: 

v Maximum 

Over repayment 

2-5 years 5 years tcrirt 

(per cent per annum) (years) 

Rich countries 
(GNPper capita 

OVet 83,000) 11.00 11.25 8J 

Intermediate 

countries (GNP 

per capita 

$1,000 $3,000) JO.50 11.00 8J 

Poor eountnes 
(GNP per capita 

less than $1,000) 10.00 10.00 10 

Although the Paris accord fell short of 
US and Canadian desires to link arrange¬ 
ment rates with a proxy for woi Id finan¬ 
cial market movements, it represents an 
important accommodation to longstand ing 
US and Canadian demands for substan¬ 
tial miniraum-tate increases The US 
TVCasury estimates that the boost in rate 
tttittimums will reduce export finance sub¬ 
sidies by the industrialized nations by 
between 20 per cent and 25 per cent. 

The major stumbling point in the talks 
was the low level of market interest rates 
Ip Japan. The European representatives 
to the negotiations might have consented 
to even larger rate liscsif the Japanese 
Could have agreed to do the same. But 
with the long term prime rate in Japan at 
f cnly about 8.9 per cent, Japan has refused 
to extend export loans at rates that would 
far exceed its market rates. Thj compio- 
mise finally worked out will have the 
Japanese extending Japan Eximbank ex¬ 
port credits at not lower lhan 9.25 per 
tout, with commercial bank portions pro¬ 
vided at market rates 

The consensus reached in Paris was 
significant, particularly in combination 
j$ith movement on other fronis The 
■jJoVcrnmentsof the United Slates, Fiance, 
■Germany, and Britain agiced only this 
mast summer to establish an mterest-rate 
(minimum of 12 pci cent on loans for 
purchases of competing commercial jet 
aircraft, in addition, the agreement to 
tighten up on “prior notification” proce¬ 


dures in the extension of the controver¬ 
sial “mixed credits” (a blend of export 
credit and aid) will make it easier for 
countries to match mixed credit offers by 
others. 

Subsidies for both aircraft and all other 
categories of capital goods and industrial 
plant oxports, however, will remain exces¬ 
sive, particularly in Europe. Long-term 
Government bond rates in France, for 
example, are currently 16.3 per cent, while 
the new government-backed export credit 
rate on 10-year loans to developing coun¬ 
tries is 10 per cent. In Britain, the inte¬ 
rest-rate subsidisation scheme is estimated 
to have cost over $1 billion in the fiscal 
year ended March 1981. 

Loose-Fisted Policy 

For the United States, the rise m mini¬ 
mum export credit rates will mean that 
US Eximbank-backed rates will be un¬ 
competitive, rather than highly uncompe¬ 
titive. The US Eximbank has already cut 
back its subsidies sharply by raising its 
direct loan rate for medium and long¬ 
term credits sharply to halt a deteriora¬ 
tion in its net-income position. The Bank's 
loose-fisxcd lending policies under the 
Carter administration-which chose to 
stress the bank’s mandate to provide 
‘'competitive” financing over its mandate 
to remain “self-sustaining”- -had it ex¬ 
tending direct loans at about 8.0-8.50 per 
cent, while its borrowing costs shot up 
steadily in line with the rise in market 
lates Moreover, the volume of direct 
lending under the former administration 
soared to more lhan $4 b llion in fiscal 
1980 from $700 million in fiscal 1977. The 
result was the prospect of an operating 
loss of $100 million in fiscal 1982. 

Eximbank's new Chairman, William 
Draper, responded to the problem quickly 
Although he lifted a five-month-old mora¬ 
torium on bank lending, he boosted the 
direct-loan interest rate in July to 10.75 
per cent from 8.75 per cent and impose! 
a iwo-percentage-point upfront surcharge 
on Eximbank credit values. (On a 10-year 
loan, the bank estimates that the fee raises 
the interest cost of an Eximbank credit 
by J percentage point). And on Novem¬ 
ber 12, he boosted the bank’s direct loan 
rate again to 12 per *cent. With respect 
to the allocation of its resources, the 


Eximbank will not provide credit support 
for export sales to developed or indus¬ 
trialized countries; will no longer extend 
general purpose “lines of credit”; will not 
finance old-generation aircraft, and will 
encourage greater use of financial guaran¬ 
tees of private credit. It will, however, 
continue to provide as much as 65 per cent 
credit, in participation with private funds. 

Recognizing the reduced financing com¬ 
petitiveness that its new direct loan rate 
policies entail—despite the increases in 
Arrangement minimums—the US Exim¬ 
bank is expected to reserve the right to 
extend repayment terms beyond the maxi- 
mums specified in the Arrangement in 
special cases, an option that it has already 
exercised on several occasions. Further¬ 
more, support from Congress and the ad¬ 
ministration for a “war chest,” or emer¬ 
gency fund, to help the US retaliate selec¬ 
tively against countries providing mixed 
credits and extending loans at the arrange¬ 
ment minimums, is likely to persist. And 
Eximbank Chairman Draper has stated 
that by improving the bank’s financial 
condition, the higher rates will allow the 
bank to target its resources more effecti¬ 
vely to match foreign offers in impoitant 
cases. 


United States' Hopes 

It is difficult to tell whether the US 
Eximbank’s powers of pcrsuas'on will be 
adequate to prod the Europeans and 
Japanese to consent to still further rises 
in the arrangement rate minimums and 
ultimately to markct-iate linkage. The 
United States hopes so. It will push for 
another three-percentage-point hike in 
minim am rates when the OECD Export 
Credits Group reconvenes in March. 

America's competitors may, however, 
be disinclined to regard it as a serious 
challenger in the export credits race, with 
US Eximbank loan activity curtailed and 
its loan costs h gh For fiscal 1982, the 
Reagan administration has requested cut¬ 
ting back the bank’s direct loan authority 
to S3.87 b : llion. This compares with a 
$5.02 billion ceiling in fiscal 1981 aad 
with the $5 billion requested bythe Carter 
ad ninistration for fiscal 1982. The Rea¬ 
gan Government, in advocating reduced 
Eximbank lending, has maintained that 
the Eximbank’s loans have little impact 
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./ire outside the 
Arrangement's purview and that need ad¬ 
dressing. 


has stressed that only a few large firms 
which do not really need Eximbank sup¬ 
port continue to benefit from the Bank's 
loan programme. 

Still and all, there is a chance that the 
Eximbank's actual lending authority for 
fiscal 1982—as yet undecided—will ex¬ 
ceed the $3.8 billion requested by the 
White House. Pressure from the business 
community did succeed in restoring about 
one-third of fiscal 1981 loan authority 
cut by President Reagan, And with US 
unemployment at 8.0 per cent and rising, 
there is sympathy for the argument about 
the adverse impact of Eximbank cuts on 
^employment. In addition, Eximbank offi- 
cials stress that since foreign governments 
continue to provide large subsidies, Exim¬ 
bank aid is needed to neutralize them. 

High Cost 

Regardless of funding levels, however, 
Eximbank’s direct lean costs are likely 
to remain high. An Eximbank-backed 10- 
year credit to a buyer in a good-risk deve¬ 
loping country is currently priced at 13.50- 
14.00 per cent per annum, exclusive of 
fees. This would entail Eximbank funds 
covering 50 per cent of the overall credit, 
with a commercial bank loan at i-1 per¬ 
centage point over the London Interbank 
Offer Rate for the remainder. Such a US 
“blended rate" compares poorly with 
those on export credits overseas. The 
comparable UK, French, and Italian rates 
for example, are 10 per cent (the new 
minimum), with the Japanese blended rate 
lower still. 

In sum, the success in Paris will 
undoubtedly ease the level of trade-distort¬ 
ing subsidization of export credits by the 
industrialised nations. And it will take 
some of the pressure off the US Eximbank 
to compensate in some fashion for its 
uncompetitive financing terms. Nonethe¬ 
less, market rates in Europe and the Uni¬ 
ted States are still far above thj new mini¬ 
mum allowable export credit rates, keep¬ 
ing trade-distorting subsidies high and 
making the need for further increase in 
rates pressing. In addition, there exists a 
plethora of non-interest-rate subsidy 
schemes offered abroad-—including infla- 
tionihdemnity and exchange-rate fluefua* 



A real breakthrough in the cxpoit cre¬ 
dits arena would be agreement on some 
mechanism whereby the Arrangement’s 
minimum export credit rates will move 
permanently in line with market rates. 
The “managed system” agreed on in 
October, however, appears to be the most 
that is currently obtainable. Under this 
Arrangement, OECD members will meet 
periodically to consider readjusting rate 
minimum*, depending upon the prevail¬ 
ing interest rate of the IMF’s Special 
Drawing Right. The US hope is that 
Europe’s willingness to bjost minimum 
rates is indicative of a shift in philosophy 
rather ihan a one-time accommodation, 
and presages further such increases at 
future review sess ; ons toward the ultimate 
goal of subsidy-free long-term export 
financing. 

Source : International Finance 


Fine Performance by 
UK Exporters 


A fine performance by the British ex¬ 
porters enabled Britain to register an¬ 
other trade surplus in November despite 
a big surge in imports associated with the 
beginning of economic recovery. 

The Department of Trade has reported 
that the current account of the UK 
balance of payments is estimated to have 
been in surplus by £193 million in 
November—£26 million of it on visible 
trade and £167 million from invisibles 
such as banking, insurance and aviation. 

Perhaps more importantly, the Depart¬ 
ment also issued revised figures for Octo¬ 
ber following a change in reporting pro¬ 
cedures by Britain’s exporting companies. 
These showed that the surplus on visible 
trade in October was £366 million rather 
than the £116 million estimated a month 
ago, thus reinforcing earlier signs of a 
remarkably good performance by UK 
exporters. 

The revised October figure brings the 
current-account surplus for the September- 
to-November period to £839 million, 


imtt than £400 million of which was 
earned by an excess of exports over im¬ 
ports. The value of exports in this 
period increased by 17 per cent over the 
similar period of 1980—sure evidence 
that exporters are not only holding onto 
their markets but expanding them. This 
excellent showing is considered the more 
creditable since it was achieved in the; 
tecthofalos* of price competitiveness 
due to the strength of sterling from May 
to September and a lack of buoyancy; in 
Britain’s leading overseas markets against 
a background of general economic re¬ 
cession. The small November surpjus 
on visible trade was something of 
triumph since imports rose by 13 per; 
cml in value between October 
November to a record £4739 million.^ 
Nevertheless, exports more than matched! 
this by achieving a record £4,765 million, 
The big surge in imports was ifcsel$ 
seen in Whitehall circles as an encourag 
ing sign that destocking by compaaiel; 
is ending and that manufacturing ouiij 
is continuing to improve—clear indicatii 
that an upturn in the economy has be 
The rise in imports was widely sptf 
including raw materials as well as 
factured goods. The compilation of 71 
trade statistics was disrupted by 
trial action by civil servants 
March and August, and no figures 
be available for this six-month pejrlia 
until well into the new year, Hov 
the figures for the five months Janugli 
February and Septembcr-Novembe^\| f 
ready show a surplus on current 
of nearly £2.8 billion. This cor 
with a £3.2 billion trade surplus 
whole of 1980 and justifies cautious 
mism that when full figures are final 
hand 1981 will prove to have been a ^§jjj 
^olid trading year indeed for Britain.’ | 
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IRDP Cluster Approach Lacks Lustre 

B. Ytrram Raju 


Rural labour households form the hard core of rural poverty. 

The Integrated Rural Development Programme on which the 
[ Government relies for breaking the back of rural poverty is riddled 
with problems. According to a survey conducted In Andhra Pradesh, 
t if 400 families are brought above the line in a particular year, 350 
| families Join the poverty group. The author who Is Chief Instructor, 

[ State Bank of India Staff Training Centre, Kakinada, has spelled out 
some of the measures and improvements which may give teeth to the 
programme and help the rural poor to come above the poverty line 
I In the foreseeable future. The views expressed here are those of 
[ the author and not necessarily of the organisation with which he 
■ is associated. 


Integrated Rural Development Pro¬ 
gramme (IRDP) has been extended to all 
the blocks in the country with effect 
from October 2, 1980, with specific 
financial and physical targets. The 
progress, however, has been found 
to be tardy. The Centre is swear¬ 
ing by this programme as an anti- 
$K>verty strategy of the Sixth Five Year 
jilan and, therefore, the tardiness in 
implementation has been worrying the 
Government. Some State Governments 
have been trying to sharp:n the tools by 
holding district level workshops with 
all the implementing agencies participat¬ 
ing in it. Some others arc keeping their 
ifingers crossed. Financing institutions, 
likewise, have been conducting training 
;programmes and seminars to give proper 
orientation to the implementing siaff. 

In each year during the Sixth Plan, 
fcanks and State Government agencies are 
required to identify 600 families living 
below the poverty line in each of the 
5,000 blocks and 50 per cent of the bene¬ 
ficiary families should belong to sche¬ 
duled castes and scheduled tribes, for 
loan assistance under this programme. 
The role of banks is coming under 
sharper focus in this programme than in 
arty other as the success of the pro¬ 
gramme depends on the income geiicrat- 
pg content and the potential created 
'or sustaining such investment activity 
m a continuing basis. The Lead Bank 
each district and the ARDC have been 

; * Sixth Five Year Plan, Govt, of India, 
Page 8, (1.48) 


involved in the preparation of annual 
action plans in pursuance of the set 
goals. 

By virtue of the mere scale of 
operation and the scope of the scheme, 
the whole exercise has become complex 
and a number of problems have plagued 
the’ operation of the programme. The 
objective of this article is to examine the 
problems in the perspective in which 
they have been emerging in the field 
and to search for solutions. 

To quote the Sixth Plan : “An indivi¬ 
dual obtains an income from the owner¬ 
ship of assets and from employment. 
The limited impact of the Plans on the 
well-being of the poor sections of the 
population is a consequence of our 
inability to restructure the distribution 
of assets and to provide a sufficiency of 
employment for a growing work force.”* 
The rural labour households form the 
hard core of rural poverty and most of 
the socially backward classes such as 
scheduled castes and scheduled t:ibes 
fall in this category. Between 1964-65 
and 1974-75, according to the Rural 
Labour Enquiry (1974-75), the scheduled 
caste and scheduled tribe labour house¬ 
holds rose by 34.5 per cent. The propor¬ 
tion of indebted rural labour households 
increased from 59 per cent in 1964-65 to 
65.4 per cent in 1974-75. 

The more important features of in¬ 
debtedness of the rural labour households 
are : 

>* 

(a) The indebtedness at a higher rate 
of interest (above 18 per cent in many 


cases) rose from Rs 251 per household 
in 1964-65 to Rs 605 in 1974-75 (at 
current prices of the relative years) 

(b) Inherited loan per indebted rural 
household rose from Rs 14 in 1964-65 
to Rs 31 in 1974-75, whereas contracted 
loan rose from Rs 236 to Rs 574 during 
this decade. 

(c) Debt incurred for consumption 
purposes during this decade, however, 
declined from 53.3 per cent in 1964-65 to 

48.2 per cent in 1974-75. 

(d) Peculiarly enough, of the debt 
incurred in 1974-75, 47.9 per cent was 
borrowed from money-lenders. This is 

17.3 per cent more than what it was a 
decade earlier, despite the active inroads 
made by the then five-year old nationa¬ 
lised banks. 

(e) About 35.1 per cent of rural 
labour households, constituting 27.1 
million, own assets valued at less than 
Rs 2,500 each. The broad contours of 
rural poverty have been identified as 
poor resource or capital base and poor 
consumption levels. (Rs 65 per capita 
per month in rural areas and Rs 75 per 
capita per month in urban areas at 
1977-78 prices). 

Dimensions of Poverty 

The' All-India Debt and Investment 
Survey and Rural Labour Enquiry, 
1974-75, have thus defined the dimen¬ 
sions of poverty and provided a solid 
statistical base for our planners to devise 
strategies appropriate for alleviating 
rural poverly. This statistical canvas is 
really frightening and all the efforts at 
sputnic speed even may not be able to 
bring about a significant change in the 
situation. According to the survey condu¬ 
cted by the National Institute of Rural 
Development, Hyderabad, in the Amala- 
puram Block of East Godavari District in 
Andhra Pradesh, if 400 families are 
brought above the poverty line in a 
particular year, 350 families join the 
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poverty group afrcsh at the end of the 
year in the same block* Therefore, 
like Alice in Wonderland, we keep 
running only to stay where we are. It 
is, therefore, found necessary to adopt 
“positive measures combining a mix of 
employment generation, diversification 
of occupations, land reforms, reorienta¬ 
tion of credit systems and massive public 
investment in rural infrastructure so as 
to ensure that the fruits of economic 
progress are more equitably distributed 
in rural areas.*’** 

Bank Involvement 

Some of the major plan programmes 
with significant employment potential 
(or otherwise benefiting the poor) have 
to be implemented with the active in¬ 
volvement of the commercial banking 
system. They are : 

(i) The IRDP benefiting 3000 poor 
families in each block over the Plan 
period is expected to provide work op¬ 
portunities both in agricultural and non- 
agricultural occupations. (This would 
mean that 15 million families will get 
benefitted.) 

(ii) The Operation Flood II-Dairy 
Development Project envisages organi¬ 
sation of dairy federation and district 
unions to ensure milk supply to the 
metropolitan and urban areas. The 
project is expected to benefit eight 
million basically milk producing families 
during the Plan period. 

(iii) About 9 million persons arc 
expected to be gainfully employed 
through village and cottage industries. 

(iv) Both individual and group emp¬ 
loyment enterprises will be promoted in 
the agricultural, industrial and services 
sectors through TRYSEM, consequent 
to which one million rural youth get 
gainful employment during the Plan 
period. 

(v) Under the Plan programme for 
scheduled castes and scheduled tribes, a 
wide variety of income*earning occupa¬ 
tions will be promoted. 

In all, about 35 million people are 
expected to get into the fold ^ organis¬ 
ed programmes of credit. As of now, 
commercial branch network is a little 

d Five Year Plan, Govt, of India, 

rage 5, (1.50). 


over 34,000 branches. The average 
number of accounts during the Plan 
period would he around 1,000 per 
branch. If for each 500 accounts, a 
field officer and a couple of clerks are 
required, at least 70,000 officers and 1 A 
lakh clerks would be the additional 
manpower requirement just to handle 
the rural development programmes out¬ 
lined above. Therefore, ‘banking* will 
become an effective instrument of econo¬ 
mic development backed by its vast hu¬ 
man resources, existing and potential. 
Here arises the need for proper under¬ 
standing of and support to the banking 
system. The present policy of ad hocism in 
tackling the banking sector may have to 
be replaced by rationalism. 

O iff used Impact 

The Government of India, in its search 
for resources to match the task, there¬ 
fore, rightly identified the banking 
system, although it does not appear to 
have succeeded in its efforts to make the 
rural credit productive. One can take 
the horse to the pond but cannot make it 
drink. An analysis of the review of 
strategics also reveal that the prescrip¬ 
tion of the Government of India is not 
anywhere near the cure. Seven to eight 
months after the extension of the IRD 
programme to all blocks in the country, 
the Government circulated guidelines to 
the States as to how to go about imple¬ 
menting the programmes. The Union 
Rural Reconstruction Ministry is of the 
opinion that any attempt to spread the 
programme in all the villages in a block 
will water down its impact in the absence 
of proper infrastructure facilities avail¬ 
able with the State. It gave vent to the 
feeling that the earlier SFDA program¬ 
mes failed because of their wide disper- 
persal. It has, therefore, expressed itself 
in favour of selection of clusters. The 
ministry, however, has not indicated any 
rigid norms for selection of clusters, nor 
has it indicated the number of clusters 
to be chosen for a block. One guide¬ 
line is that the villages in which there is 
concentration of weaker sections, parti¬ 
cularly those belonging to scheduled 
castes and scheduled tribes should be 
selected to form clusters. The other 
guideline is that the villages should have 


infrastructure in terms of credit, market¬ 
ing and other relevant factors. The Union 
Government has clarified that the in¬ 
tention was not to restrict the coverage 
to a few villages in the block. These 
directives, in essence, only indicate an 
anxiety on the part of the Government to 
ensure that the benefits of the pro¬ 
grammes are spread to such compact 
areas as would be able to reflect deve¬ 
lopment, over a period of time, of the 
target population. But, they do reflect 
vagueness leaving many things for the 
interpretative ability of the implement* 
ing agency as also for demands of expedi¬ 
ency in a given situation, 

A base-line survey is expected to be 
carried out to identify first the families 
in the lowest strata of the poverty groups 
for designing location-specific and area* 
specific schemes that would take theft 
above the poverty line. No time, how* 
ever, was to be lost in such identification 
as some sort of data would have beer 
already available with the district ad¬ 
ministration. Family is the unit foi 
production-oriented programmes. 
cluster of villages with a central villa# 
would be the spatial unit for the purport 
of overall development of the cluster 
Below the cluster, however, there wbuljf 
be sub-micro units of planning rangiflj 
from a family to the village. 

Spatial Distribution 

At the block level, spatial distribute 
of resources, their potential and level t 
utilisation are expected to be analyse? 
In order to determine the volume i 
activities/occupations that could be sttf 
tained in a particular sector, the dev? 
lopment potential of the different scctoj 
of the economy has also to be asses$e< 
Later, the most important one, the ii 
frastructural requirements for differei 
types of beneficiary oriented prograihtft 
have to be planned and met. Delivei 
systems for the package of inputs need? 
for different programmes should also! 
planned at the level of cluster itself. 

Thus far, fine What exactly happen 
during the pist one year reveals a dift 
rent picture. The sponsoring agertdi 
viz., the DRDA, the SCBC corporation 
etc, at the district level were given 
drive from the State headquarters witb 
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S taessa|e that coverage of target 
groups and booking the subsidy expend i- 
4 lose are essential and that they would 
review the programme in terms of the 
■.targets set* The project officials will be 
f assessed in terms of such coverage. The 
result was that even without completing' 
; thfe base-line surveys, without any reli¬ 
able data in their hands, the project 
(4fl}cialt plunged into action and went 
i^about preparing the action plans. The 
^MTpgramtnes designed were strait- 
^jacketed. Even where the base-line sur¬ 
veys were completed, the findings of the 
purveys were not circulated among the 
implementing agencies. Selection of vil¬ 
lages to form clusters became a problem. 

u Lack of Reconciliation 

r A reconciliation between the avail- 
JpJbhity of eligible target group* and the 
local pressures could not be possible. 
■Sphere it could emerge, the bankers 
could not find the proposals acceptable 
#wing to any or all of the following 
ta&sons: 

(i) The villages have not been adopted 
Itp4 clearance for adoption should be re¬ 
ceived from their controlling authorities; 
:?, (&) If adopted, many of the identified 
ijiliilies would have already been cover¬ 
ed and in default for one reason or the 
Other rendered themselves ineligible for 
&ny further loan assistance. 

; (lii) To consider them for a repeat 
loan or a fresh additional loan assistance, 
their experience in recoveries has been 
bad in the cluster area. 

* $v) If the blocks were to consider the 
Clusters suggested by the banks, they 
W&uld not be able to satisfy the various 
interest-groups. 

> (v) Where the banks were willing to 
go to the clusters afresh, the selected 
beneficiaries would not like to lake up 
glif schemes prog ammed lor them on 
jfoifte ground or the other nor would 
pjty be willing to abide by the financial 
discipline. 

(vi) The sponsoring agencies, in a 
lumber of cases, woefully failed in their 
£Xtcns : on effort ard could not establish 
iheir credibility by providing the needed 
infrastructure matching the credit-input 
by virtue of their failures in this regard 
[n the past. 


(vii) ‘ Gttiy tip ’ 

selected were not oriented towards taking 


adopting villages for intenslye lending 
or alternative^ hdopt specific locali¬ 
ty with concentration of these cora- 


the families above the poverty line. 
They were directed only towards indi¬ 
viduals. 

The net result was that identification 
of families, schemes, and clusters proved 
to be defective. The bankers were, no 
doubt, too eager to find scapegoats for 
their failures. Where the agencies turn¬ 
ed round and asked them to identify 
income-generating schemes for these 
vulnerable sections of the community, 
they kept themselves aloof. They allege 
that identifhation of target groups, 
schemes, and provision of infrastructure 
are »he responsibility of the sponsoring 
agencies and that their job is only to find 
credit and ensure the end-use of credit. 
Eighteen months had elapsed in the 
Sixth Five-Year Plan with only financial 
targets partly fulfilled and physical targets 
very distant from the set goal. 


munition ■■ ", 

(c) To make special effi&rts to ayefye 
suitable bankable schemes for weaker 
sections including members of theSe com¬ 
munities. 

(d) To make periodical reviews of cre¬ 
dit extended to SCs and STs* 

Superfluous Directives 

In fact, these directives could be trea¬ 
ted as superfluous in as much as the an¬ 
nual action plans forming part of the 
District Credit Plans arc expected to 
contain the annual action plans of the 
DRDA and the SCBC corporations and 
the DCCs are expected to review the im¬ 
plementation of the annual action plans 
under the Lead Bank Scheme. 


Monitoring Studies 

The on-going monitoring studies arc 
yet to commence. In a few States where 
monitoring ceils have been set up, the 
officers in charge of monitoring are kept 
under the control of the Project Director, 
DRDA, whose plans they have to moni¬ 
tor for implementation. The monitoring 
studies in such situations are likely to 
lose their objectivity. The frustration 
that is writ large on the Government of 
India, therefore, is well founded. But it 
is the Government of India that carries 
the remedies in the medical kit. The 
Reserve Bank of India, on its part, has 
done the job of telling in no uncertain 
terms the commercial banks in its circu¬ 
lar letter dated April 14, 1981, that 
it would be vigorously monitoring the 
performance of commercial banks in 
legard to deployment of credit to prio¬ 
rity sectors, twenty point economic pro- 
giamme and to scheduled castes and 
scheduled tribes. To quote the RBI 
bulletin of April, 198J; the credit needs 
of the SCs/STs are to be met in adequate 
measure by the banks and the following 
measures arc suggested : 

fa) To consider sympathetically and 
expeditiously loan applications of SCs 
and STs. 

(b) To choose specially villages with 


The solution, therefore, lies in ensuring 
that fa) the block level machinery is 
strengthened qualitatively and quantita¬ 
tively; (b) adequate infrastructure is prq- 
vided to make the location-specific 
sahemes succeed; (c) the bankers are also 
involved in the process of identification; 
(d) adequate incentives for the field level 
bankers who implement the schemes with 
all seriousness and sincerity followed by 
disincentives for those who fail to imple¬ 
ment them out of scant regard for the 
schemes or for the objectives of the pro¬ 
grammes, are provided; and (e) climate 
for prompt repayments/recoveries is crea¬ 
ted by all the States administratively and 
politically. It is desirable that each of 
the people’s representatives is given a 
target of recovery of bank loans in his 
constituency in as much as he is exercis¬ 
ing his influence in the location of the 
clustcis and selection of beneficiaries. 
Failure to do so on his part should dis¬ 
qualify him for certain previleges of the 
house. His performance should be re¬ 
viewed on the floor of the ajaemhty and 
should be monitored feytfc ©a&»is- 
sioner/Director of Ihe 
finance Cell. measures, 

it is feared that the appro*<ah’as 

a major plank of itratigy for the success- 
M irngtmmmmn of the IRJ>P would 
lacklustre. 
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Fertiliser Use : Regional Variations 

Shanti Sarup & S. C. Rai 


A study conducted by the authors, who are associated with the 
Indian Agricultural Statistics Research Institute, in the use of 
fertilisers indicates that there has been an increasing trend over the 
years in almost all the States. There has however been variable 
rise in use in different States attributable to the variation in area under 
irrigation the number of small holdings and the area under cereal 
crops. The authors believe that It is not enough to increase the 
availability of fertilisers, the farmers need to be convinced that 
efficient use of fertilisers will make farming a profitable venture 
for them. 


The introduction of chemical fertilizers 
is of recent origin in the deve- 
! loping countries. They have become 
a crucial input factor in increasing agri¬ 
cultural productivity. The level of 
fertilizer consumption is universally 
accepted today as a fairly reliable index 
of the level of modernisation in the 
agricultural sector. In the history of 
development of fertilizer consumption 
in India, the advent of fertilizer- 
responsive HYV of crops in mid-sixties 
ushered in a new era of progress. During 
the decade that followed, there was an 
all-around growth in HYV coverage and 
the area under irrigation. Besides, 
substantial new developments in agricul¬ 
tural technology changed the pattern 
and quantum of fertilizer application. 
As a result, the consumption of ferti¬ 
lizers in India increased from less than 
0.8 million tonnes in 1965-66 to over five 
million tonnes in 1978-79, It is however 
observed that there is an uneven sharing 
of the increase in fertilizer consumption 
and there is a wide variation in fertilizer 
use per unit of cropped area in the diffe¬ 
rent States of the country. About 75 pei 
cent of fertilizers are consumed in only 
seven States. 

On an examination of the proportion 
of cropped area State-wise in different 
regions as compared to all India and 
their corresponding shares in consump¬ 
tion of fertilizers on the basis of ferti¬ 
lizer statistic for the year 1978-79 
(Table I), it is observed that the central 
zone covers about 36.6 per cent cropped 
area but accounts for only about 27 
per cent of the total consumption in the 
country. The position of Madhya 


Pradesh and Rajasthan is extremely poor 
as their utilisation share of fertilizers is 
only 3.8 and 2.6 per cent respectively as 
against the cropped area of 12.5 per 
cent and 10.1 per cent. The Slate of 
Uttar Pradesh accounts for about 20.7 
per cent of total fertilizer consumption 
whereas its cropped area is only about 
14 per cent of the total all-India figure. 
The Eastern zone, comprising the States 
of Assam, Bihar, Orissa and West Bengal, 
has about 18 per cent of the total crop¬ 
ped area, but it utilizes only about 10 
per cent of the total available fertilizers. 
AH the States except West Bengal. utilize 
less fertilizer as compared to their crop¬ 
ped area. The Northern zone, consisting 
of Haryana, Himachal Pradesh, Jammu & 
Kashmir and Punjab has about eight per 
cent of the cropped area and utilizes 
about 16 per cent of total fertilizers. 
The State of Punjab utilises about three 
times more as compared to its cropped 
area. 

The Southern zone consisting of 
States of Andhra Pradesh, Karnataka, 
Keralaand Tamil Nadu, accounts for 
about 19 per cent to the total cropped 
area in the country. But its consumption 
is around 30.5 per cent of total available 
fertilizers. All the States in this zone 
utilise fertilizers more than their share 
according to the cropped area. The Wes¬ 
tern Zone having the States of Gujarat 
and Maharashtra, has about 18 per cent of 
the total cropped area. It utilises about 
14 per cent of the total fertilizer supplies. 
The share of fertilizer utilisation by the 
State of Gujarat is about of the same 
order as its contribution towards cropped 
area, but the State of Maharashtra is in 


deficit in utilising fertiliser as compared 
to its cropped area. 

From the above, it emerges that bulk 
of fertilizers is being utilized by a 
few States like Uttar Pradesh, Punjab, 
Andhra Pradesh, Tamil Nadu, Karr 
nutuka and Gujarat. In order to 
better appreciate the fertilizer use devfcj 
lopment in the right perspective, the 

Table I 

Share of Gross Cropped Area and Fertlr 
lizers Consumption in India 
Total—1978-79 


Stale/Zone 

Gross Nutrient 

Cropped Consump* 
Area ticxb .' 

Per cent (N+P+K) 
Per cent, 

Central 


/•’■r 

Madhya Pradesh 

12.5 

3.8'J 

Rajasthan 

10.1 

M? 

Uttar Pradesh 

13.9 

20.?? 

Delhi 

0.07 

0 . 1*5 

East 



Assam 

2.0 

04* 

Bihar 

6.8 

3M 

Orissa 

4.3 

iM 

West Bengal 

4.6 

41 

North 



Haryana 

3.2 

4 

Himachal Pradesh 

0.6 

o.fc 

Jammu and Kashmir 0.6 

oM 

Punjab 

3.8 

ns 

South 


' '^1 

Andhra Pradesh 

7.1 


Karnataka 

5.9 

7'M 

Kerala 

1.8 

2.f 

Tamil Nadu 

4.3 

gjf 

Pondicherry 

0.03 


West 


„ 

Gujarat 

6.1 


Maharashtra 

11.8 


Goa 

0.08 

4 

All India 

. 100.0 

100 J 


Source : Fertiliser Statistics, 1978-75 
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| consumption of fertilizers per unit of 
f cropped area is examined. It is observed 
| that in Punjab and Tamil Nadu the 
S' consumption per hectare in 1978-79 
i was 94.5 kg and 68.9 kg, respectively, 
| compared to 2.4 kg in Assam and /.8 
kg in Rajasthan. 

I There is also wide variation in the 
| pattern of fertiliser use from season to 
season and crop to crop. Such wide 
Variations need to be looked into 
closely and appropriate remedial mea¬ 
sures recommended for correcting this 
imbalance. Here is an attempt to study 
the regional variation in fertilizer use 
'in the different States of the country. 
? But as time series data about the con¬ 
sumption of fertilizers for different crops 
are not available, this study is restricted 
examine the trends in the total Hut¬ 
ments consumption .per unit of gross 
propped area over the period 1969-70 to 
1^978-79. This article also envisages to 
'' xamine the factors responsible for vari¬ 
able growth rates in different States. 


The study is based on a ten-yea r data 
series on total nutrients consumption (in 
kg) per hectare of gross cropped area 
during the period of 1969-70 to 1978-79. 
By taking time (t) as the independent 
variable and total nutrient consumption 
index (y) with base 1969-70=100 as the 
dependent variable, a linear equation of 
the form y=a+bt was fitted. The value 
of 'b* iu the linear equation represented 
the slope of the line and gave as esti¬ 
mate of linear growth rate per annum. 
The fitted trend line gave trend values 
for any year. Thus, the trend values 
were calculated for the initial and the 
end years and the variation in nutrient 
consumption in different States as well 
as for all-India were examined on this 
basis. 

Again to study the factors responsible 
for the variation in fertilizer use in diffe¬ 
rent States, multiple regression technique 
was utilized. The explanatory variables 
included in the analysis were percentage 
area under cereals, percentage area under 


Table II 

Initial and Final Year Trend Values of Total Nutrients (N+P+K) use in kilo- 
Grams per hectare of Gross Cropped Area and Percentage Rate of Growth. 


fAndhra Pradesh 

|As$am 

fBihar 

kiujarat 

llbryana 

iilimachal Pradesh 
l^atamu Kashmir 
^Karnataka 

j&wala 
i Orissa 
jftjAiab 

adhya Pradesh 
laharashtra 

Jftajasthan ,\ 
fflurii! Nadu 
llJttar Pradesh 
fSifest Bengal 
l&ll, India 


Trend 

(kg/ha) 

1969-70 


Values 

1978-79 




* Means significance at 1 per cent level 
** Means significance at 5 per cent level 
ns Means not significant. 


Growth rate 
per annum 


16.92 

42.04 

11.35** 

3.00 

1.81 

—5.77ns 

8.83 

15.30 

6.04** 

11.39 

26.90 

18.74** 

10.96 

33.10 

21.02** 

5.24 

12.32 

18.28** 

5.55 

16.61 

27.31** 

11.46 

29.35 

15.78** 

22.72 

26.85 

1.68ns 

4.00 

9.74 

18.47** 

35.50 

77.27 

13.78** 

3.75 

8.06 

17.08** 

9.01 

18.86 

13.85** 

2.90 

6.70 

15.64** 

32.91 

55.87 

8.39* 

14.68 

36.49 

11.65** 

8.51 

25.77 

23.11** 

11.29 

25.77 

12.77** 
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high-yielding varieties, percentagegtoss 
irrigated area, operational holding size, 
percentage area under marginal and 
small holdings and percentage number of 
marginal and small holdings. 

The model used for the analysis was 
as follows: 

Y=f(xi, x 2 , x*.c) 

where Y*= total nutrients, consumption 
in kg/per hectare of gross cropped area. 
Xi=percentage area under cereals, 

X 2 «percentage area under HYV, 

Xg#* percentage gross irrigated area to 
total cropped area, 

X 4 —operational holding size (in ha), 
X 5 —percentage area under marginal 
and small holdings, 

Xb— percentage number of marginal 
and small holdings, 
e—Error term. 

Table II presents the estimated trend 
values of total nutrients, consumption 
(in kg/ha) for the initial and end years 
along with their growth rates for various 
States. 


Positive Growth Rate 

It may be seen from t his table that 
growth rate is positive and highly signi¬ 
ficant in all the States, except Assam and 
Kerala. This indicates that use of fertili¬ 
sers (N,P,K) has-been increasing over the 
years in almost all the States, fn the case 
of Assam, the growth rate is observed 
to be negative, but it is not statistically 
significant. For the State of Kerala, 
the growth rate is positive but not signi¬ 
ficant. In the case of Tamil Nadu, the 
growth rate is positive and significant at 
five per cent level of signicfiance. 

At the all-India level, the annual 
growth rate in the application of fertilisers 
is observed to be about 12.8per cent. The 
growth rate for the States of Gujarat, 
Haryana, Himachal Pradesh, Jammu 
and Kashmir, Madhya Ptadesh, Maha¬ 
rashtra, Rajasthan and West Bengal is 
higher than that at all-India level. The 
increase in the application of fertilisers 
is mainly due to introduction of improv¬ 
ed agricultural practices in the States 
during the period of study. 

It may be seen that the rate of nutrient 
application has increased from 11.3 kg/ha 
to 25.8 kg/ha at the all-India level during 



^yx >$i '^Sfriv o up 

P M tiwArc fMm t<4' '■>gtnhw 


1 y«to from l9^Wti^ evr ibSi> improvement but Assam has oof 


1978-79* The States of Andhra Pradesh, 
Gujarat, Haryana, Himachal Pradesh, Jam¬ 
mu and Kashmir, Orissa, Punjab, Madhya 
Pradesh, Maharashtra, Rajasthan, Uttar 
Pradesh and West Bengal have exhibited 
increase by more than double in the 
year 1978-79 as compared to correspon¬ 
ding use in 1969-70. Initially in the year 
1969-70, the rate of fertiliser consump¬ 
tion was observed to be less in the 
States of Assam, Bihar, Haryana, Hima¬ 
chal Pradesh, Jammu and Kashmir, 
Madhya Pradesh, Maharashtra, Rajas¬ 
than and West Bengal as compared to 
the all-India average. During this decade, 
the States of Haryana and West Bengal 
have shown significant progress in the 
application of fertilisers and these 
States have surpassed the all-India level, 
while the States of Assam, Orissa, 
Madhya Pradesh and Rajasthan still con¬ 
tinue to the below the all-India average 
consumption of 1969-70. The latter 
three States have, however, indicated 


shown any sign of improvement in the 
fertiliser use during this decade. Com¬ 
paring between the States, Punjab is 
highly progressive in the application of 
fertiliser followed by the States of Tamil 
Nadu and Andhra Pradesh. The pros¬ 
pect of Haryana is quite bright as it has 
indicated an increase in the nutrient use 
by more than three times during the 
period of 10 years. 

Further to identify the factors respon¬ 
sible for this variable growth of fertiliser 
application along with their relative im¬ 
portance, the regression equations are 
estimated and results are presented in 
Table 1U. 

It may be seen from Table III that all 
the six factors taken together explain 
about 81 per cent variation in fertiliser 
application. In this the irrigated area, 
number of small and marginal farmers 
and area under cereal crops play a signi¬ 
ficant role. The irrigated area and num¬ 


ber of small and marginal holdings en¬ 
hance fertiliser application. This indi¬ 
cates that high irrigation potential will 
help in increasing the use of fertiliser in 
agriculture. Other factors were not found 
affecting the fertiliser application signi¬ 
ficantly. Irrigated area is observed to be 
significantly affecting the fertiliser appli* 
cation in all the functions. The multiple 
regression function explains about 70 
per cent variations when only three fqo 
tors, namely arsa under cereal crops^ 
area under HYV and irrigated area, weti 
used as explanatory variables. If W£ 
include one more factor like number {>$ 
small and marginal farmers to the atoVf 
three factors, the variation can be explaiq^ 
ed upto 73.5 per cent. In none oft&| 
functions area under HYV has 
out to be significant. Though 
is one of the most important requimff 
ments of HYV programmes. This is due 
to the fact that area covered und^| 
HYV is also irrigated and the fertill$^| 
application has been very much affect^ 


Tabi t III 

Estimated Linear Regression Equations for Total Nutrients Consumption (kg/ha) 


m 


4 
•«. 


S No Pure Constant 

Percentage 

Percentage 

Percentage 

Average 

Percentage 

—“ 

Percentage 

Intercept 

area under 

area under 

gross 

holding 

area operated 

holding > 


cereals 

HYV 

irrigated 

area 

size 

by marginal 
and small 
holding 

operated by Jf 
marginal ,jj| 

and small sjf 

holding ■■ a 




x, 

X, 

X. 

X. 

X. 

X 6 

’ll 

1. 

5.418 

—0.804** 

0.626 

0.521* 

—0.800 

- 0 839 

0.947 




(0.250) 

(0.432) 

(0.244) 

(2.420) 

(0.473) 

(0.424) 

sil 

2. 

12.341 

—0.400 

0.553 

0.663* 

1.591 


— 




(0.210) 

(0.489) 

(0.264) 

(1.997) 


— 

H 

3. 

16.522 

—0.420 

0.468 

0.690* 

— 

0.060 

— 




(0.255) 

(0.492) 

(0.270) 

— 

(0.173) 

— 


4. 

12.870 

—0.561* 

0.473 

0.678** 

— 

— 

0.211 

0*11 



(0.239) 

(0.431) 

0.253 

— 

— 

(0.160) 

';Jf 

5. 

16.808 

—0.396 

0.484 

0-679* 

— 

— 

— 

fjf 



(0.208) 

(0.475) 

(0.260) 


— 

— 


6. 

10.957 

—0.428* 

— 

G.882** 

— 

— 

0.215 

, $80 



(0.199) 


(0.156) 



(0.161) 



Note: * 

Significance at 5 per cent level 





' •.. 


Significance at 1 per cent level 

Figures within parantheses indicate the standard errors. 
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'by irrigation. Second, it may he due to 
the high variability associated with parti¬ 
al regression coefficient of HYY. 

The following broad conclusions can 
be drawn from the study. 

Irrigation is observed to be an impor- 
; taut factor for enhancing the use of ferti¬ 
lisers in most of the States. 

Consumption of fertilisers reduces with 
increase of area under cereal crops. This 
indicates that ordinarily fertiliser level 
for cereals is not as much as for cash 
^ crops in most of the States. 

Fertiliser has become popular and its 
use has increased in most of the States 
during the period 1969-70 to 1978-79. 

Most of the available fertilisers in the 
country are being used by States of Uttar 
Pradesh, Punjab, And hi a Pradesh and 
Tamil Nadu because these States are hav¬ 
ing good irrigation facilities. 

Avoiding Imbalances 

The uneven distribution of fertilisers 
to various States creates imbalances in 
('agriculture. In order to make full use of 
^{fertilisers, it is extremely necessary to 
have irrigation facilities. Irrigation pro¬ 
jects which play both productive and 
"protective role in agriculture, must be 
developed in all the States. 

' Cost of fertilisers is one of hindrances 
'in its utilisation, because poor farmers 
jdannot take the risk of spending money 
on fertiliser. In such cases, arrangements 
fot subsidy, etc, may be made for pur- 
;<$ia$ing fertilisers. 

Availability of fertilisers is another 
problem is their use. Sufficient quantity 
of fertilisers must be available to culti¬ 
vators in the nearest market. The pro¬ 
duction of fertiliser should be increased 
dttd the level of production should he 
maintained so that it may be available 
When required. 

V Merely making available fertilisers to 
fermers would not be enough to increase 
{fertiliser use. Convincing them of the 
efficient use of fertilisers and the econo¬ 
mics thereof and helping them to-make 
farming a profitable venture and not 
merely as a means of subsistence is of 
equal importance. 
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Indian Credit to Yemen 

India has extended a cre¬ 
dit of Rs 10 million to the 
People’s Democratic Repub¬ 
lic of Yemen. An agreement 
to this effect was signed 
recently bv Mr S.V.S. Juncja, 
Additional Secretary, Minis¬ 
try of Finance and Mr Othman 
* Abdul Gabbar Rashed, 
r Deputy Minister of Indus¬ 
try and leader of a Peo¬ 
ple’s Democratic Republic 
of Yemen delegation. 

Yemen will use this credit 
for importing from India 
machinery and equipment 
for setting up an industrial 
estate in that country. The 
credit will carry interest at 
the rate of 5 per cent per 
annum and is repayable in 24 
instalments commencing from 
July 1, 1985. 

India has also agreed to 
send a multi-disciplinary team 
of experts to Yemen for 
identifying and evaluating 
the need of machinery and 
equipment to be financed 
under the credit. India has 
further agreed to supply 
long-term experts to Yemen 
under Indian technical and 
economic cooperation pro¬ 
gramme for erection and 
commissioning of some of 
the projects in Yemen. 

Big Increase in Steel 
Production 

The production of sale¬ 
able steel by the integrated 
steel plants was higher by 
14 per cent during 1981 as 
compared to the previous 
year. During 1981 the 
integrated steel plants pro¬ 
duced nearly 6.876 million 
tonnes of saleable steel. The 
, production would have 
been still higher but for the 
constraints of coal and 
power. A number of measures 
have already been initiated 


to improve the availability 
of coal and power and the 
level of production is ex¬ 
pected to improve further 
during the coming months. 

During the year 19S1 a num¬ 
ber of schemes had been un¬ 
dertaken. The major sche¬ 
mes under implementation 
are the expansion of Bokaro 
and Bhilai steel plants to 
four million tonnes, CRGO 
scheme at Rourkela steel 
plant, installation of 3.4 mil¬ 
lion tonne capacity steel plant 
at Visakhapatnam, addi¬ 
tional captive power units 
at Durgapur, Bokaro and 
Rourkela. 

Modernisation/expansion of 
Durgapur, Rourkela and 
Bhilai steel plants, 1ISCO 
as well as expansion of Bokaro 
are also under active consi¬ 
deration in order to have 
increased productivity with 
minimum investment. 

Expansion Plans 

Major works of expan¬ 
sion of Bokaro like blast fur¬ 
nace No. 4 was commissioned 
in May, 1981 while coke 
oven battery No. 5 was com¬ 
missioned in July, 1981. Sin¬ 
ter band No. 3 of Bokaro is 
expected to be commissioned 
in early 1982. At Bhilai, ma¬ 
jor units of 4 MT expansion 
like power plant, oxygen 
plant and plate mill area No. 
I are expected to be com¬ 
missioned during the first 
quarter of 1982. 

One of the important steps 
taken during this year by the 
Ministry of Steel was the com¬ 
missioning of the first stage 
of Salem Steel Plant in 
September. This plant is 
estimated to cost Rs 167.51 
crores to produce 32,000 
tonnes per annum of 
finished cold rolled stain¬ 
less steel and strips of diffe¬ 
rent grades of thickness. 


Another important deci¬ 
sion of the Government was 
to establish an integrated steel 
plant at Paradecp with a 
capacity of 1.5 million ton¬ 
nes to be stepped up to three 
million tonnes crude steel. 

The Ministry during the 
year under review decided 
to set up a palletisation plant 
at Mangalore at an esti¬ 
mated cost of Rs 87 crores. 
Construction work would take 
about three years and the 
plant is likely to be comple¬ 
ted in 1984. 

SATL closed the year 
ending March, 1981 with a 
nominal profit of Rs 1.01 
crores. This itself was consi¬ 
derable an improvement as 
earlier a huge deficit was anti¬ 
cipated. According to the 
present indications, SAIL 
expects to make a profit of 
Rs 40 crores during 1981-82 
keeping in view the profit of 
Rs 19 crores already made 
by SAIL up to the end of 
October 1981. 

Spurt in Mineral 
Output 

During the first seven 
months of the current finan¬ 
cial year, April-October, the 
aluminium production re¬ 
corded an increase of J 7.19 
per cent over the correspond¬ 
ing period last year. The pro¬ 
duction during these seven 
months was 1.22 lakh ton¬ 
nes as against the correspond¬ 
ing figure of J.04 lakh ton¬ 
nes last year. Production of 
zinc also registered an in¬ 
crease of 25.90 per cent dur¬ 
ing these seven months over 
v the corresponding months 
last year. A production of 
35,413 tonnes of zinc was 
achieved this year as against 
last year’s corresponding 
figure of 28,f?3 tonnes. 

The value of total mineral 
production including coal and 
petroleum crude has subs¬ 
tantially risen over the past 
three years. It was Rs 1788 
crores in 1979 and rose to 
Rs 2069 crores in 1980. The 
value of production dui- 
ing January to August 1981 
has recorded a sharp increase 
and is valued at Rs 1833 crores 
during these eight months. 


A very significant event has 
been the decision of the 
Government to construct a 
very large smelter complex 
in Orissa based on the mas¬ 
sive deposits of bauxite in 
the State. The project is 
estimated to cost nearly 
Rs 1600 crores. 

Increased Oil 
Production in 1981 

A determined effort to; 
reduce dependency on oil ! 
imports by stepping up 
genous production from pro¬ 
ven onshore and offshopi 
fields and by establishing a<jk 
dirional hydrocarbons re* f 
serves through intensified ex w 
ploration activity marked the 
year 1981 which, for the first 
time in the last few years, wtfs 
free from recurring shortage^ 
of petroleum products. 

The total production from 
the onshore and offshofle* 
fields rose dramatically froth/ 
9.39 million tonnes in 
to an estimated 14.56 milHOft' 
tonnes at the end of 198$^ 
marking a 55 per cent 
crease during the year. Thjf} 
financial year 1981-82 fflajf: 
close with the total product 
tion of over 16 million fo^ 
nes as against 10.5 million; 
tonnes production during 
1980-81. ? 

Oil production in the 
north east region, after suf£; 
fering a near 4 million tonn# 
loss out of a possible product 
tion of 5.2 million tonntii 
during 1980 due to the Stated 
wide agitation in Assa 
steadily returned to nomwL 
During 1981 the production 
from this region was estima¬ 
ted to be around 5.5 million 
tonnes. In the Western ri# 
gion, the production level 
of nearly 3 million tonics 
from the Gujarat fields wa$ 
maintained. The production 
increased significantly in tj^c 
offshore Bombay High froif) 
about 4.53 million tonnes tc 
nearly 7 million tonnes 
wards the end of 1981. 
December 17, Bombay Hi u 
had achieved a 200,000 hjai- 
rels per day rate of produ& 
tion. • } 

A significant development 
during the year was the in 
crease in oil-in-place in thi 
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} Offshore. The revised esti- 
I mates of proven oil reserves 
j-'ii* the offshore area now st&id 
1 at 2500 million tonnes com- 
t pared to 2200 million ton- 
| ties estimated earlier. This has 
j enabled an increase in total 
] crude oil production in the 
{ Plan period from 93.4 million 
’ tonnes to about 105 million 
tonnes. 

The two premier oil ex¬ 
ploration and production 
^agencies in the country, the 
Z Oil and Natural Gas Commis- 
| $ion and the Oil India Ltd, 
! have both been asked to 
| prepare * an accelerated pro¬ 
gramme of crude production 
§and it is expected that by 
| the last year of the Sixth 
(Plan, indigenous production 
| Of crude oil will reach a level 
| Of 30 million tonnes, when 
f almost 70 per cent ofthecoun- 
] try’s crude requirement will 
be met from indigenous pro¬ 
duction. 

v ' This attempt is expected to 
*be greatly strengthened by 
|the programme to repair sick 
^■'wells and stimulation of old 
| low-producing wells in the 


Western and Eastern regions. 
Meanwhile, an agreement has 
been signed with CFP of 
France for development of 
Bombay High and adjacent 
Ratna, Panna and Hira fields. 

Ne* Oil Finds 

The expected 30-million 
tonne production in 1984- 
85 does not take into ac¬ 
count the oil strikes in B-57 
structure in the Arabian 
Sea in September 1981, fol¬ 
lowed by another strike in 
the Pal Strait three weeks 
later. ONGC plans are to 
establish commercial via¬ 
bility of the new finds by 
the middle of 1982. Curren¬ 
tly, more wells are being 
drilled on the two structures 
to assess their oil potential. 

There were relatively minor 
oil and gas discoveries made 
in Kudara and Sisodara in 
Gujarat and Napamua and 
Bogapani in Assam. Gas was 
also discovered in a well in 
the Baramura structure in 
Tripura. 

A new dimension to the 


country’s efforts f6 fin4 as 
much oil as possible in the 
shortest possible time was 
added when bids were called 
from foreign oil companies 
for exploration and exploi¬ 
tation of oil in the offshore 
and onshore basins. At 
the end of the year, one off¬ 
shore block, Saurashtra Q, 
was decided to be awarded 
to the American oil firm, 
Chevrom Overseas Petro¬ 
leum Inc., subject to succes- 
ful conclusion of contract. 
This was preceded by a pro¬ 
tocol signed with the USSR 
in November for quicker ex¬ 
ploration in onland areas. 

Lesser Oil Import 

Increased production dur¬ 
ing 1981 naturally led to 
reduction of import of crude 
oil and petroleum products. 
Crude imports for 1981 
were not expected to 
exceed 15 million tonnes, 
while products imported were 
expected to be about 5 mil¬ 
lion tonnes. Till September 
1981, imports of crude were 
11.81 million tonnes and of 


products 4.5 million tojjitefc 
as against 16 million tonnes 
of crude and 6,8 million ton¬ 
nes of products imported 
during 1980. 

Because of increased indi¬ 
genous production, the total 
crude throughput in the 
country’s refineries also 
rose by 4 million tonnes. The 
existing 11 refineries in tfie 
country processed more than 
29 million tonnes of crude, 
indigenous as well as impor¬ 
ted, as against 25 million ton¬ 
nes refined in 1980. Increased 
refinery throughput and 
timely imports ensured that 
there was no shortage of pet¬ 
roleum products in the coun¬ 
try. In fact, High Speed Diesel, 
which represents 30 per cent 
of the total consumption of 
all petroleum products, was 
freed from all restrictive regu¬ 
lations from March 1981. 

Refinery capacity in the 
country also increased dur¬ 
ing the year with the 6-mil¬ 
lion tonne refinery at 
Mathura getting ready for 
pre-commissioning trials. The 
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rose froin 11.8 million ton¬ 
nes in 1980 to 37.9 million 
tonnes in 1981. 

Trends in Rubber 


Production of natural rubber 
during September 1981 dec¬ 
reased to 9,860 tonnes mak¬ 
ing total production during, 
April to September 1981 to 
62,415 tonnes as compared 
with 67,900 tonnes during 
April to September 1980. Pro¬ 
duction during October 1981 
is provisionally estimated at 
18,000 tonnes as against 17,830 
tonnes produced during Octo¬ 
ber 1980. The fall in produc- 
k tion during September 81 is 
; due to unusual prolonged rain 
experienced during the month 
and the consequent loss of 
tapping days. Consumption of 
natural rubber during Septem¬ 
ber 1981 increased to 15,200 
tonnes from 14,950 tonnes dur¬ 
ing September 1980. Consump¬ 
tion during April to September 
1981 was 88,610 tonnes as 
compared with 84,515 tonnes 
during April to September 
1980. Consumption during 
October 1981 is estimated at 
14,500 tonnes (provisional). 

During the period April to 
September 1981, 28,150 tonnes 
of natural rubber was im¬ 
ported by STC. There was 
no import in October 1981. 
The stock with STC at the end 
of October 1981 was 2,010 
tonnes and the balance was 
sold out. 

Stock of natural rubber in 
the country at the end of Sep¬ 
tember 1981 increased to 
35,640 tonnes from 28,700 
tonnes at the end of September 
1980. The distribution of the 
stock was as follows: 


saw 

duction during April to Octo¬ 
ber 1981 17,055 tonnes as 
against 16,179 tonnes produced 
during April to October 1980. 
Consumption of synthetic rub¬ 
ber during September 1981 
decreasedjto 3,565 tonnes from 
4,170 tonnes during Septem¬ 
ber 1980. During October 1981 
it is estimated to be of the 
order of 3,500 tonnes (provi¬ 
sional). Consumption during 
April to October 1981 would 
be 25,945 tonnes as against 
27,800 tonnes during April to 
October 1980. 2,100 tonnes of 
synthetic rubber, including 923 
tonnes of SBR was imported 
into the country during Sep¬ 
tember 1981 making total im¬ 
port during April to September 
81 to 12,525 tonnes, as com¬ 
pared with 6,554 tonnes during 
April to September 80. Stock 
of synthetic rubber at the end 
of September 1981 increased to 
15,200 tonnes from 12,600 
tonnes at the end of Septem¬ 
ber 1980. 


Growers & 
traders 

Manufacturers 

STC 


16,635 tonnes 
13,485 i, 
5,820 ,, 


Total (Rounded) 35,640 tonnes 

Production of synthetic rub¬ 
ber in September 1981 was 
2,138 tonnes as compared with 
1,670 tonnes in August 1981 
and 3,925 tonnes in September 
80. Production during October 
1981 was 2,820 tonnes (provi- 


Leap in Fertiliser 
Production 

Fertiliser production dur¬ 
ing the year J98I took a big 
leap forward. For the major 
part of 1980, production, 
particularly of nitrogenous 
fertilisers, had been seriously 
affected and the year ended 
with a total production of 
20.3 lakh tonnes of nitrogen 
and 8.15 lakh tonnes of phos¬ 
phates. 

Government’s efforts to 
boost supplies of feed stocks 
and inputs to fertiliser plants 
brought results during 1981 
and the 11-month produc¬ 
tion from January to Novem¬ 
ber, 1981 was 26.8 lakh ton¬ 
nes marking an increase of 
48.5 per cent. The year is ex¬ 
pected to end with a produc¬ 
tion of almost 30 lakh tonnes 
of nitrogen. 

In phosphate production, 
1J.1 per cent increase was 
registered with 8.2 lakh ton-* 
nes production between Janu¬ 
ary and November, 1981. 
The expectation was that the 
total phosphate production 
in 1981 may exceed 9 lakh 
tonnes. 

During the year, 3 plants, 


$$wtpur (l8§ lakh tonnes pt 
ifftrogen), Kandla expan¬ 
sion (45 thousand tonnes of 
nitrogen and 1.33 lakh tonnes 
of phosphates) and Kanpur 
expansion (1.03 lakh tonnes 
of nitrogen) started commer¬ 
cial production. 

Fertiliser capacity at the 
end of 1981 increased to 
47.23 lakh tonnes of nitro¬ 
gen and 14.15 lakh tonnes of 
phosphates as against nitro¬ 
gen capacity of 43.47 lakh 
tonnes and phosphates capa- 
ci'y of 12.82 lakh tonnes at 
the beginning of the year. 

The full impact of this in¬ 
crease in capacity would be 
reflected in the following 
year. Also, in 1982, four new 
plants—Trombay V (1,52,000 
tonnes of nitrogen), Bharuch 
(2,73,000 tonnes of nitrogen), 
Haldia (1,52,000 tonnes of nit¬ 
rogen and 75,000 tonnes of 
phosphates) and Taloja (50,000 
tonnes of nitrogen) will also 
go into production. 

With abundant availability 
of natural gas, the Govern¬ 
ment decided during the year 
to establish 10-gas-based fer¬ 
tilizer plants in the coun¬ 
try. Out of these ten pro¬ 
posed plants, work on four 
gas-based fertiliser plants, two 
each at Thal-Vaishat and 
Hazira has already started. 
The other six gas-based plants 
will be located in Rajasthan 
(1), Madhya Pradesh (1) and 
Uttar Pradesh (4). 

Seminar on Tourism 

A Seminar on ‘Travel and 
Tourism in the Eighties’ orga¬ 
nised by the journal, Media 
India , and inaugurated by the 
Minister of Tourism and Civil 
Aviation, Mr A.P. Shurma has 
made various recommendations 
for the promotion of tourism. 
Some of the important recom¬ 
mendations are that Indian 
homes be licensed to accom¬ 
modate foreign tourists; travel 
circuits should be made attrac¬ 
tive and emphasis should be on 
offering clean accommodation 
to tourists; there should be a 
trained expert committee to 
9i$it various travel circuits and 
suggest measures to improve 
the infrastructure; and motels 
and kisoks should be built up 
along the travel ciicuits so that 


even travel by roads does not 
become uncomfortable for 
tourists. 

The conference felt that 
while promoting hotels and 
motets the Government should 
give emphasis for the promo¬ 
tion of Indian culture and hos¬ 
pitality through these centres. 
The hotels should be promoted 
with special Indian cuisines 
which would serve as a great 
attraction for the promotion 
of tourism. 

The seminar suggested sot¬ 
ting up of an institute for 
training teachers in catering 
technology. It felt that domes¬ 
tic tourism should be promo* 
ted as an effective means of 
education so as to promote na>\ 
tional integration. It suggested 
that business houses should bd 
allowed tax exemptions to thO 
payment made for employees! 
to undertake holiday tri{>$;/ 
New areas should be identified 
which have historical impor* 
tancc and cultural heritage* 
and promote them for both 
domestic as well as internatio 
nal tourism. It also suggesteda 
new policy for hotel marketing 
each hotel adopting dfc^ 
tinctive product line with * 
new marketing strategy. 

$ 

MRTP in Action f 

The Monopolies and Restrict 
tive Trade Practices Commit 
sion instituted an enquiir^: 
on December 24, 1981 und£ifc ; 
Section 10(a) (iv) and Section 
37 of the MRTP Act, 196$ 
against M/s Grindwell Nortbd? 
Ltd. and M/s Carborundum^ 
Universal Ltd, to enquire in^ff 
the alleged restrictive trsfe 
practices of price parallelism^ 
and acting in concert in fixing 
maintaining and increasing! 
prices of grinding wheels whiefif 
has or may have the effect off 
preventing, distorting or res-|i 
tricting competition amongst^ 
the respondent companies and£ 
other manufacturers. | 

' V 

Electronic items Duty ! 
Reduction Sought } 

The Council of State Public | 
Sector Electronic Corpora*! 
tions wants drastic reduction ?, 
in the import duty on com*- 
ponents and caw material* ( 
used by its members. v 

The council came into be- 
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png in fttly la$t to "ensure 
113 ®,. coordinated and con* 
Verted effort of all corpora¬ 
tions avoiding duplications” 
t|and among other things to 
Jf^dentify right sources of 
iftcchnology getting most 
.advantageous terms of trans- 
Ufpr of technology between 
Istate corporations.” 

|] The turnover of all State 
^electronics development cor- 
Sporations is expected to be 
j|about Rs 80 crore in 1981-82. 
ilThe council claims that this 
Fturnover will double every 

The council at a recent 
|meeting'highlighted some of 
If he problems and constraints 
{■faced by the electronics in¬ 
dustry. 

| The council would like the 
(|'<Jovernment to have a flat 
| rate duty structure of 25 per 
#$ent on almost all item.* at 
| present imported such as alu- 
fJninium anode foil and cahode 
f ’fbil (at present 120 per cent); 
f :anode ribbon and cathode 
'■' ribbon (167 per cent); tissue 
paper (75 per cent); adhesive 
|:i&pe (160 per cent); PVC 


sleeve (236 per fcebt}5 fhiirkif^ 
ink and foil (169 per cent);' 
silicon oil and mineral oil 
(213 per cent) and solder lug, 
insulation disc and glue (138 
per cent each). 

Besides the cut in import 
duty, the Council would like 
the Government to have a 
low debt: equity-ratio for 
component industry. It wants, 
as low as 0.5/1: l debt-equity 
ratio for it. 

The council has said that 
additional items should be 
included in the open general 
licence (OGL) in the import 
policy of 1982-83. These inclu¬ 
ded large scale integrated 
memory and support chips 
for mini-micro computer and 
micro-processor based sys¬ 
tems; prefabricated modules 
and bundled software modu¬ 
les for mini-computers and 
micro-processor based sys¬ 
tem and photographic che¬ 
micals for semiconductor ap¬ 
plications. It has said the “res¬ 
tricted list” for import 
should be expanded to in¬ 
clude packaged micro- com¬ 
puter system and mini- 


mfciu —,- 

would like inclusion in the 
banned list such items as elec¬ 
trolytic capacitors and AC 
electrolytic motor start 
capacitors and TV horizontal 
deflection power transistors 
of a certain capacity. 

The council's views for¬ 
warded to the Government in 
a memorandum also show 
that some of the standard con¬ 
ditions attached to the for¬ 
eign collaboration appro¬ 
vals are of a restrictive na¬ 
ture. 

Interestingly, the council 
has said that the present sys¬ 
tem of licensing of unecono¬ 
mical quantiles for the pro¬ 
duction of items like video 
cassette recorders and video 
monitors at the rate of 500 
numbers a year is highly un¬ 
economical and would not 
help the development of the 
industry. This would re¬ 
sult only in continuous im¬ 
port of kits and no effective 
technology transfer will take 
place. 

The council would re¬ 
commend that the Department 


sure that a capacity brat 
least 10,000 numbers a year 
is licensed with a specific 
phased indigenisation pro¬ 
gramme. This is necessary to 
develop technology. 

The council would like a 
provision for extending work¬ 
ing capital at subsidised inte¬ 
rest rate of four to six per 
cent in view of the fact thgt 
electronics is a priority in¬ 
dustry. 

The council has said a re¬ 
cent directive by the Reserve 
Bank of India to commercial 
banks that if the total pro¬ 
ject cost exceeded Rs 150 
lakh, they (banks) should not 
extend term loans to them, 
would adversely affect the 
speedy implementation of 
electronics industry. The 
council would like its mem¬ 
bers be exempt from the RBI 
restrictions. 

The council has also de¬ 
manded adequate represen¬ 
tation for it in the working 
groups, panels, committees 
and tt.sk forces constituted 
by <he Department of Elec- 
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COMPLIMENTS OF 

GENERAL MARKETING & MANUFACTURING CO LTD 

Distributors of 

The World's Finest Earthmoving and Construction Equipment 

* TEREX EARTHMOVING EQUIPMENT— 

Rear Dumps, Bottom Dumps, Scrapers, Front End Loaders, Crawler Dozers & Rippers 
HIND CRAWLER MOUNTED EXCAVATORS & CRANES 
DEMAG HYDRAULIC EXCAVATORS & AQUADIGGERS 
GROVE HYDRAULIC CRANES 

MARION CRAWLER MOUNTED EXCAVATORS, WALKING DRAGLINES 
& BLAST HOLE DRILLS 

GOODMAN BATTERY 4 DIESEL LOCOMOTIVES & CONWAY MUCKERS FOR 
TUNNELLING JOBS 

GRADALL MULTIPURPOSE EXCAVATORS 
CMI CANAL LINING & ROAD BUILDING EQUIPMENT 
REX STABILIZATION & COMPACTION EQUIPMENT 
MARATHON LeTOURNEAU MACHINES— 

Loaders, Porters, Spreaders, Stackers, Cranes, Jibs, Forklifts & Piks. 

BRANCHES, WORKS AND AGENCIES THROUGHOUT INDIA 
Regd- Office : 9/1 R N Mukherjee Road, Calcutta 
Regional Offices at ; 

MADRAS * CALCUTTA * NEW DELHI * BOMBAY * GOA 
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Ctovetijrment bit planning and 
policy Matter pertaining to 
\ electronics industry. 

Industry Set for 
Accelerated Growth 

The two-year period since 
January, 1980 has been one of 
impressive performance in the 
industrial sector. As a result 
of a large number of positive 
policy measures taken by the 
Government, negative trend in 
the rate of production register¬ 
ed in 1979-80 was reversed and 
established a positive growth 
of four per cent in 1980-81. 
This growth rate further went 
*upto 10.1 per cent in the first 
^ six months of the current finan¬ 
cial year, on the basis of pro¬ 
visional production data. 

The industrial production 
which had shown a decline of 
4.9 per cent in April 1980 over 
April 1979 recorded a positive 
growth of 5.1 per cent in Octo¬ 
ber 1980 over October 1979 
and nearly 10 per cent in 
March 1981 over March 1980. 

During the year 1980-81 
compared to 1979-80, there 
was an increase of 3.7 per cent 
in the manufacturing sector 
which constituted a weight of 
about 81 per cent in the gene¬ 
ral index as against a decline 
of 2.1 per cent in 1979-80. The 
increase ranges between 2.2 
per cent in chemical and 
chemical products to 23.7 per 
cent in beverage industries. 

The overall rate of growth 
during the first half of the cur¬ 
rent financial year (i.e. April- 
September 1981) works out to 
10.1 per cent over the corres¬ 
ponding period a year ago. 
The divisions, manufacturing, 
mining and quarrying and elec¬ 
tricity, showed a rise of 8.7 per 
cent, 16.3 per cent and 14.3 
per cent respectively. As for 
the month of October 1981, 
the index of provisional pro¬ 
duction data of 29 selected 
industries with a weight of 
about 47 per cent in the gene¬ 
ral index registered a rise of 
9.6 per cent overOctober 1980. 

The production of selected 
DGTD industries with a weight 
of about 40 per cent in the 
general index recorded a 
growth of 12,4 per cent during 


Aprn^septemtiet lyu aver 

April-September 1980. 

Recent trends in industrial 
production have generally 
established a correlation bet¬ 
ween the growth of infrastruc¬ 
ture industries and the overall 
industrial growth rate. Six 
infrastructure industris viz., 
electricity, coal, saleable steel, 
petroleum refinery products, 
crude petroleum and cement 
which account for a combined 
weight of a little over 23 per 
cent in the general index of 
industrial production showed 
an overall increase of 13.2 per 
cent in November 1981 over 
November 1980. Taking the 
period April-November 1981 
vis-a-vis the same period a 
year ago the index registered a 
rise of 16.4 per cent. 

During this period, the rates 
of growth recorded by electri¬ 
city (H.9%), coal (11.3%), 
saleable steel (21.4%), crude 
petroleum (62.1%), petroleum 
refinery products (18.5%) and 
cement (16.3%) indicate a 
climate favourable for achiev¬ 
ing the targetted rate of 
growth. 

Nucleus Plants 

As one of the strategies for 
reduction of regional inequali¬ 
ties the Government had an¬ 
nounced the Nucleus Plant 
Programme. Under the pro¬ 
gramme a set of 60 locations 
have been identified by State 
Governments/UT Administra¬ 
tions. Reports of Task Forces 
have been received in respect 
of a set of 10 locations in the 
Punjab, Orissa, Kerala, Maha¬ 
rashtra, Himachal Pradesh and 
Andhra Pradesh. The Govern¬ 
ment is considering a package 
of incentives and concessions 
to-investors in such certified 
nucleus plants set up under the 
programme and also of creat¬ 
ing infrastructure in these loca¬ 
tions. 

To help the small scale sec¬ 
tor, the Government had taken 
steps to raise the investment 
in plants and machinery for* 
small scale industries from 
Rs 10 lakhs to Rs20 lakhs and 
that of ancillary units from 
the existing limit of Rs 15 
lakhs to Rs 25 lakhs. 

In addition to the 15 indus¬ 
tries mentioned for facility of 


aromatic growth of 25 per 
cent above the existing licen¬ 
sed capacity issued in 1975, a 
notification was issued on 
August 14, 1980 in the case of 
another 19 industries thereby 
increasing the number of in¬ 
dustries to 34 for automatic 
growth at the rate of 5 per 
cent per annum, subject to a 
maximum of 25 per cent in a 
five year period. 

Licensing procedures have 
been streamlined and the time 
frame for disposal of applica¬ 
tions has been reduced from 
90 days to 60 days in the case 
of non-MRTP and non-FERA 
companies and from 150/120 
days to 90 days in the case of 
composite cases/M RTP and 
FERA companies. Powers 
have been delegated to the 
Ministries/Departments con¬ 
cerned with individual indus¬ 
tries for approval of foreign 
collaborations in specified cases 
subject to certain conditions. 
Issue of import licences for 
capital goods has been further 
liberalised and powers have 
been delegated to Regional 
Offices of the Chief Controller 
of Imports and Exports to 
clear imports in specified cases 
without clearance from indige¬ 
nous angle and without refe¬ 
rence to Capital Goods Com¬ 
mittee. 

Incentives for Export 

A special scheme for setting 
up of 100 per cent export- 
oriented units has been intro¬ 
duced with facilities for duty 
free exemption for import of 
capital goods/raw materials/ 
components without clearance 
from indigenous angle, no 
insistance on dilution of foreign 
equity etc. With a view to 
promoting exports, production 
for exports is treated at out¬ 
ride the licensed capacity and 
would also be excluded for the 
purpose of determining "domi- 
nance ,f under the MRTP Act. 

Text and Word 
Processing System 

. Bhabha Atomic Research 
fcentre (BARC) has designed 
and fabricated a microcompu¬ 
ter-based Text and Word 
Processing System for use in 
nuclear power stations. The 


system provides a textual 
capacity of 110 lines of 64 
characters each. Anytime 22 
consecutive lines out of these 
110 lines can be displayed on 
the Cathode Ray Tube, Both 
uppsr and lower case letters, 
and usual symbols have been 
accommodated. 

Intensive editing commands 
such as: line insert, word 
insert, line delete, word delete, 
automatic right and left justi¬ 
fication, Tine duplication, 
storage and recalling of lines, 
tab-setting and the other usual 
commands needed for word ; 
processing have been incorpo¬ 
rated. Remote monitor foir 
remote viewing as well as ; 
remote insertion of textual, 
data is also possible. The 
edited text can be copied on 
an IBM electric typewriter or, 
any other serial printer. The:, 
storage capacity of the system 
is augmentable employing & 
standard auxiliary storage' 
device such as flexible disc, 
drive. ,j 

Names in the News t 

Mr D C, Garni, Managing/ 
Director, Gujarat State Ferti¬ 
lizers Company Ltd, Baroda 
and Mr S. Venkitaramaflan, 
Vice-Chairman and President, 
Southern Petrochemical Indus- ' 
tries Corporation Ltd, were'/, 
elected Chairman and Vice* 
Chairman respectively of Fer¬ 
tiliser Association of lndt 
at its recent annual generic/ 
meeting. f 'y; 

The All India Handlooift; 
Exporters’ Guild is awarding/ 
its “National Trophy ana/ 
Gold Medal for 1981” to Dr; 
N.P. Seshadri, Joint Develop^ 
ment Commissioner for Hand*/ 
looms. Government of Indju, 
for his outstanding contribute 
tion to the development Of:; 
handloom sector. Dr Sei- 
hadri, the main architect i$h 
organising the National Haiwfr: 
loom Expositions throughout 
the country has, by hfe: 
creative work, popularised/ 
handloom fabrics in and out*.!, 
side the country. The awata,;; 
will be presented to him eft/ 
the Republic Day, January 26,;; 
1982. An able administrate^ 
Dr Seshadri is also a renowned * 
musicologist and his hobby if 
astro-palmistry. 
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From the Chairman’s Statement 


Price Policy Revision essential to achievo drugs targets 


I am able to giveTyou a^good report 
of the working of the Company in the 
year ended June 198J. But I do so with 
no great sense of satisfaction. This is 
so because, while the performance of 
the Company—in production, sales 
and development—has been good, the 
! results have not been quite commen¬ 
surate. The Company's sales increased 
by 17% from Rs. 80 crorcs to nearly 
Rs. 94 crores. This increase was 
quite real because hardly any of it was 
due to price. 

Owing to increases in the price of in¬ 
puts, the Company had forty-one appli¬ 
cations for price increases pending at 
the start of the year. Another forty-five 
> applications had to be made during the 
year* Of these, not a single approval has 
yet been received specific to the Com- 
l pany, however, following certain leader 
; prices the Company was able to realise 
higher prices of two formulations but at 
v” the same time there was a reduction, 
for the same reason, in two others. The 
;■ Company had therefore to bear in full 
‘ the brunt of cost increases. 

In spite of the gratifying increase in 
< sales, the net profit before tax decreased 
: v by 22% from Rs. 10.28 crores to Rs. 8 
; crores. This experience, of course, is 
not unique to your Company. During 
, 1980-81 the general price index went up 

by 17.5%, and that of basic industrial 
chemicals by 24.4%, but the index for 
r drugs and medicines increased only by 
|C *.2.4%. 

j/ The special survey carried out by the 
\ “Economic Times" on the financial per- 
formance of twenty leading pharmaccu- 
tical companies has shown that during 
1980, while sales increased by 9.5% 
;■ there was a decline in profit before tax 
, by 25%, and profits aftertax by 15.7%. 

, Unless price increases are given without 
[' further delay at least to compensate the 
continuing escalation in costs, it would 
scarcely be possible to view the future 
; with any optimism. Moreover, for healthy 
r growth in the future, something more is 
]f. necessary, and that is a realistic revision 
\ of price policy and methods of imple¬ 
mentation. 

You will recall that the Sixth Five-Year 



Plan formulated for the drugs industry 
envisages an annual increase in the pto- 
duction of bulk drugs by 24% and of 
formulations by 16%. As a consequence, 
it was thought that drug imports could 
be stabilised at the 1978-79 levels of 
Rs. 95 crores c.i.f. But events have fol¬ 
lowed quite a different course. During 
1980-81. the production of bulk drugs 
increased only by 6.2% and of formula¬ 
tions by 4.3%. Naturally, imports of 
drugs in that year increased by 20% to 
Rs 113 crorcs. What is even more worry¬ 
ing is that most of these imports were of 
drugs which could have been produced 
indigenously had Government been a 
little more sensitive to the needs of the 
industry. 

Some Companies have been obliged 
to seek legal redress, as a result of unrea¬ 
listic new prices fixed for a number of 
drugs by the Government. Everyone will 
agree that it would be far more benefi¬ 
cial to all if instead, such policies were 
to be settled through a process of mutual 
discussion and understanding. 

Besides price policy, that relating to 
the increase of productive capacity also 
needs clarification. The industrial policy 
announced by the Government proposed 
to recognise installed productive capa¬ 
cities as on 4th September 1980, and to 
provide for an automatic growth of 5% 
per annum. 


Although it was specifically stated 
that this would also apply to the phar¬ 
maceutical industry there seem to be 
some reservations. On the face of it, the 
need for the more liberal approach of 
the general industrial policy is, in fact, 
greater in the case of the pharmaceutical 
industry for the simple reason that the 
demand for drugs and medicines is likely 
to increase at a higher rate than for the 
products of most other industries. 

EXPORT AWARD AGAIN 

Despite the uncertainties! have referred 
to, wc have continued our efforts to in¬ 
crease exports, and with considerable 
success. Exports increased by 21% from 
Rs. 269 lakhs in 1979-80 to Rs. 324 lakhs 
in 1980-81. At this figure, our export 
earnings nearly approached the direct 
foreign exchange outflow of the Com¬ 
pany on account of remittance of profit 
and direct imports of equipments, spares 
and raw materials. In fact, for the year 
ended March 1981, your Company has 
once again won the highest award in 
the category Drugs, Pharmaceuticals 
and Fine Chemicals, instituted by the 
Basic Chemicals, Pharmaceuticals & Cos* 
metics Export Promotion Council— 
CHEMEXCIL. This recognition of achie¬ 
vement has been jmade for the fourth 
time in seven years. The CHEMEXCIL 
first award Was presented to the Com¬ 
pany for the year 1974-75, later for 1975- 
76, 1978-79 and 1980-81. Thanks to the 
enlargement of the range of products 
exported, it is my hope and expecta¬ 
tion that in the current year 1981-82 
our exports will grow even further. 

In conclusion, I would like to express 
my deep appreciation of the devotion 
and industry with which our entire staff 
has served the Company and for their 
efforts during the year to overcome the 
problems that the Company has faced. 

Note: This does not purport to be a re¬ 
cord of the proceedings of the Annual 
General Meeting. For a copy of the Chair¬ 
man's full statement and the report and 
accounts , please apply to the Secretary , 
Glaxo Laboratories {India) Limited » Br* 
Annie Besant Road , Worli, Bombay 
400 025. 



EASTERN ECONOMIST 


82 





AFFAIRS 


Escorts Impressive Growth 

Escorts limited expect 
to achieve sales exceeding Rs 
230 crores as compared to 
Rs 197 crores in 1980. Pro¬ 
visional figures indicate a 
higher profit before tax in the 
J &pgion of Rs 16.35 crores as 
Compared to Rs 15.11 crores 
>in 1980. 

Speaking after a meet¬ 
ing of the Board of Direc¬ 
tors recently Mr H.P. Nanda, 
Chairman of Escorts ob¬ 
served that the results would 
have been significantly bet¬ 
ter but for the continuing 
problem of power shortage 
which affected all the plants 
and their many ancillary sup¬ 
pliers. 

A healthy trend in the sales 
growth was however recor¬ 
ded with sales of Escort and 
Ford tractors up from 
17,128 to around 19,400, 
These sales, he said 
could have been even higher 
but for the shortage of agri¬ 
cultural credit from the com¬ 
mercial and cooperative banks 
which had provided insuffi¬ 
cient funds to meel the growth 
of India’s tractor demand 
which is expected to exceed 
83,000 tractors as com¬ 
pared to 68,000 tractors in 
1980. 

In the case of Rajdoot 
motorcycles and scooters, 
production and sales rose to 
nearly 52,000 vehicles as 
compared to 47,018 in 1980. 
The high-performance 350- 
400 cc Rajdoot motorcycles 
with technical collaboration 
from Yamaha of Japan 
is expected to be available 
..by October 1982. The 
company expects to expand 
the capacity for the manu¬ 
facture of Rajdoot motor¬ 
cycles to 100,000 as against 
the present capacity of 60,000. 

JtollftK BCOK Q aC ST 


There were also a healthy 
growth of over 20 per cent 
in the sale of piston assemb¬ 
lies from the Bangalore and 
Patiala plants and 20 to 40 
per cent growth from the 
Faridabad plant manufactu¬ 
ring shock absorbers, indus¬ 
trial equipment, railway equip¬ 
ment, heating elements, etc. 

In response to the Govern¬ 
ment’s request to manu¬ 
facture the highly fuel-cfii- 
cient and low-cost vehicles 
upto 100 cc for the common 
man, the company have 
concluded a technical colla¬ 
boration agreement with 
Yamaha for the manufac¬ 
ture of 150,000 units per an¬ 
num. This plant is pro¬ 
posed to be located at a new 
location in backward area of 
the northern region. Govern¬ 
ment clearance with MRTP 
and an industrial licence 
are awaited. 

Shiprepair Drydock 

The floating shiprepair 
drydock is expected to be 
commissioned before the 
end of 1982. This would save 
the country substantial for¬ 
eign exchange spent by 
ships under Indian registry 
(over Rs 50 crores per an¬ 
num) in foreign ship repair 
yards most of whom are em¬ 
ploying many Indian techni¬ 
cians. The drydock with a 
capacity to repair ships upto 
25,000 tons which will be 
located in Bombay, will 
also be able to carry out 
sophisticated repairs on 
foreign ships and earn 
valuable foreign exchange. 
Technical collaboration for 
the training of Indian person¬ 
nel for this project is expec¬ 
ted to be concluded in the 
next few months with expe¬ 
rienced German or Japanese 
shipyards. 


i m tpwnpttny nas recei¬ 
ved an industrial licence to 
manufacture 10,000 out¬ 
board motors with the 
technical collaboration of 
Mercury Marine. USA, 
with an equal number of 
machines for export to the 
established existing markets of 
the collaborators. These 7.5 
to 15 HP outboard motors 
are high-efficiency petrol or 
kerosene operated motors 
which will mechanise over a 
period, hundreds of thou¬ 
sands of catamarans and com¬ 
mon fishing craft which will 
increase their daily catch and 
income and also reduce their 
risks and fatigue. This will also 
increase the fishing range to 
exploit the marine wealth 
well beyond the breeding 
areas thus giving benefits both 
to fishermen and to the coun¬ 
try’s marine wealth. 

In view of the rapid expan¬ 
sion of the automotive and 
engine manufacturers in 
the country, the Board has 
decided to double the capa¬ 
cities of the Bangalore and 
Patiala Piston Assembly 
Plants, subject to Govern¬ 
ment’s approval. 

The company has deci¬ 
ded to make two-cylinder 550 
to 600 cc commercial vehi¬ 
cles with a capacity of 100,000 
vehicles per annum and to 
locate this plant indepen¬ 
dently as ail undertaking or 
in State joint sector, in a back¬ 
ward area of any of the north 
Indian States. The cost, 
over a period of five years, is 
estimated at Rs 65 crores. 
Most of these projects are ex¬ 
pected to be put in operation 
within 1982. 

Shreyans Paper Mills to 
Enter Capital Market 

Shreyans Paper Mills 
Limited is shortly entering the 
capital market with a public 
issue of 7,80,000 equity shares 
of Rs 10 each for cash at 
par. The proceeds of this is¬ 
sue would be utilised to fin¬ 
ance partly the project being 
set up by the company for 
the manufacture of 10,000 
tonnes per annum of writing 
and printing paper. 

The project cost is eslima- 


icu ouu mjuis* iwr wnjen 

the financial institutions have 
sanctioned term loans aggre¬ 
gating Rs 370 lakhs. The total 
equity issue for the project 
would be Rs 205 lakhs, out 
of which promoters would sub¬ 
scribe to Rs 127 lakhs include 
ing Rs 30 lakh to be put in 
by the Punjab State Indus¬ 
trial Development Corpora¬ 
tion Ltd. 

Shreyans Paper Mills 
Limited has imported a pa¬ 
per making machine from 
Belgium. The project is in an 
advanced stage of imple¬ 
mentation and trial runs are 
scheduled for early February 
to be followed by commer¬ 
cial production soon there*, 
after. Shreyans Paper Mills 
Limited has been promo- ' 
ted by Vardhman Spinning 
and General Mills Limited, 
a leading industrial unit of 
northern India. 

Commendable Growth (: 

In the recently published 
results for the year ended; 
June 30, 1981 Vardhman has ^ 
disclosed a handsome growth ^ 
in its turnover from Rs 3,995 U 
lakhs to Rs 5,135 lakhs. The; ^ 
gross profit for the periodvJ 
amounted to Rs 505 lakhs and ^ 
the dividend declared on X* 
the equity shares was 20 per | 
cent as compared to 18 per ^ 
cent for the previous year. 

Vardhman had earlier pro-; '4 
moted Mahavir Spinning $ 
Mills Limited which went 
into production with 25,OOOXj 
spindles in 1976. Since then $ 
Mahavir Spinning Mills./? 
has undertaken expansion | 
twice and the present capa- fy 
city is 66,000 spindles which if 
is expected to be raised to 
75,000 spindles by the,'2 
first half of 1982. Mahavirf 
has also undertaken a major f 
diversification programme for | 
the manufacture of sewing | 
threads at an estimated cost | 
of Rs 466 lakhs. All expand 
sion and diversification pro* | 
grammes have been partly fin-| 
anced by the financial institurf 
lions : | 

Mahavir Spinning dttr* i 
ing its short period of work* J 
ing has also achieved conti*'"| 
nuously good working re- J 
suits. Within a period of five f 
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years, t$e total reserves of the 
Company have increased to 
Its 569.65 lakhs against,an 
equity capital of Rs 266 
lakhs. During the last year 
it has allotted right shares in 
the ratio of 1 : 2 to the exist¬ 
ing shareholders. Mahavir 
Spinning has also announced 
a bonus issue in the ratio of 
2 equity shares for every 5 
shares held. The necessary 
permission from the concern* 
ed authorities is being sought. 

Britannia Industries 
Hopeful 

Britannia Industries Limi¬ 
ted expects to show a better 
performance in the current 
year, according to the Chair¬ 
man, M.M. Sabharwal. The 


company declared two inte¬ 
rim dividends of 5 per cent 
and 10 per cent in January 
and September, 1981 respec¬ 
tively, With the proposed final 
dividend of 4 per cent the 
shareholders will receive a 
total dividend of 19 per cent 
for the extended year April 
1980-June 1981. 

Mr Sabharwal said that 
the demand for bakery pro¬ 
ducts during the next 10 
years is expected to increase 
three-fold from one to three 
million tonnes. There is thus 
ample room for the growth of 
all sectors large, medium, 
small and perhaps tiny as well. 
Jn this context Mr Sabhar¬ 
wal pointed out that in some 
ways certain Government poli¬ 
cies are contradictory and 
even self-defeating. The dis¬ 


tinction' between ; 

small scale and ancillary 
units on the basis of invest¬ 
ment limits seems artificial 
when the main object is to 
upgrade technology all round, 
he said. He called for fresh 
thinking on the subject. 

Mr Sabharwal also called 
for a new effort to be made 
towards providing adequate 
and new technology to small 
scale sector. He said that 
however, there are seri- 
rious procedural bottlenecks 
which will have to be remov¬ 
ed if the country is to make 
rapid strides in industrial 
development. He referred 
particularly to the long 
delays at several stages of 
sanction before a project or 
an expansion can be taken in 
hand. 


' The n&s tatefi;;:; 

up with the Government tie' 
question of regulari$iation of 
the installed biscuit manu* < 
facturing capacity. He 
hoped that, in keeping with 
the present highly pragmatic 
approach of the Government 
to its industrial policy, it will 
agree to the full utilisation of 
existing installed capacity in 
production units and allow 
adequate scope for natural 
growth to enable it to retain 
its viability. 

The recent improvement 
in the key sectors of the 
economy and decline in the 
rate of inflation, together 
with the product and pro¬ 
cess innovations assisted by 
the R&D Centre, should help 


DEPARTMENT OF ATOMIC ENERGY! 

Directorate of Purchase and Stores ’ 


Oo behalf of the President of India, the Director, Directorate of Pur¬ 
chase and Stores, Department of Atomic Energy, Bombay-400 001 invites 
tenders as detailed below: — 

U DPS : HWP : MIA : 821 due on 12.2.82 

Temperature recorder with 6 points lor thermocouple potentiometer 
measuring. I No. 

2. DPS : HWP : MIA : 824 due on 12 2.82 

Wind. Recouling System 3 Cup anemometer. Wind speed translator, 

' Strip Chart recorder and accessories. 2 Nos. 

3. DPS : HWP : MlA : 825 due on 15.2 82 

Atmospheric Temp, recorder with Platinum resistance thermometer, 
recording system, (’hart & Spares. I No. 

4. DPS : NAPP : PPED : MlA : 56 due on 15 2.82 
Crud Filters for heat transport System. 10 Nos. 

3, DPS : NAPP : PPED : MlA : 55 due on 16 2.82 

Dry Fabric type pre-filter for Air conditioning & Ventilation System. 
12 Nos* 

6. DPS : TAPP : MlA : 565 due on 16.2.82 

Micro processor based computer system for handling sc entific & com¬ 
mercial application 8 bit CPU with 64K byte. 1 No. 

7. DPS : BARC : IDS : MIA : 66 due on 17.2 82 

Functional Generator frequency 0.1 Hz to J MHz,±5% accuracy. 

1 No. 

6. DPS : PPEFPE : MIA : 245 due on 17.2.82 
Dial Platform Seale of 504 Kg Capacity I No. 
t 9. DPS : VEC : MIA : 614 due on 17 2.82 

Mass Spectrometer Helium Leak Detector having detectable leak rale 
10-11 Std. cc/sec. 

10. DPS : PPEFPE : MIA : 246 due on 18.2.82 

Potentiostat Voltage range ±4030 mv with corrosion cell kit, X-Y 
Plotter etc. 1 No. 

11. DPS : PPEFPE : MIA : 247 due on 18.2.82 

Unit for indicating corrossion rate and pitting tendency, Range: 0-1000 
V mpy. 1 No. 

12. DPS : PAPP : MIA : 265 due on 19.2.82 

Microprocessor or Trainer with Hardware and Software etc. 1 No. 
i 13. DPS : BARC : MIA : 15799 due on 19.2 82 
Horizontal Laminar flow Station. 4 Nos. 


14. DPS : BARC : MIA : 15825 due on 20.2 82 

X-Y Recorder. Chart size—27.5 x 42.5 cm. accuracy: ±0.2% 1 No. 

15. DPS : BARC : MlA : 15827 due on 20 2.82 


Z50 MHz compact counter/Tim or. Range-DC to 250 MHz of digit auto 
ranging. I No. 

16. DPS : BARC . MIA : 15831 due on 22.2.82 

Double Beam Spectrophotometer, wave length range: 190-1000 nm. 

J No. 

17. DPS : BARC : MIA : 15832 due on 22.2.82 

Single Beam Hame Photometer, wave length 200-900 nm. 1 No. 

18. DPS : BARC : MlA : 15856 due on 23.3.82 

Curiont to pressure Converter. Input. 4 to :0mA DC 2 Output: 0.2 to 
1 Kg/cm. 4 Nos. 

19. DPS : BARC : MlA : 15691 due on 23 2.82 

Microcomputer Development Systems based on 16 bits capable upto 32 
bus. J No. 

20. DPS : MHD : MIA : 217 due on 24.2.82 

Transducer Controlled, D.C. power supply, voltage 0-150V (D.C.) & 
current : <)-. 0 Amp. I No. 

21. DPS : BARC : MlA . 15740 due on 24.2.82 

Heat Treatment Furnace Horizontal Mufllc Furnace with 900 mm 
length. Temp. 1J00°C. 1 No. 

22. DPS : BARC : MlA : J5882 due on 25.2.82 

Autoclave, non-agitated type, integral heating arrangement, 6 litres 
capacity, 20(H) psi. 5<J0°C\ S.S I No. 

23. DPS : BARC : MIA : 15882 due on 25.2.82 

Humidity Oven to control 30% relative humidity to 100% to cure diffe¬ 
rent polymer components 1 No. 

Tender documents priced Rs. 10 each for item Nos. L 3, 4, 7, 8, 10,11, 
12,14, 15,17, 18, 21 & 22 Rs. 15 for item No. 19 Rs. 25 ©ach for item Nos* 
2, 13, 16, 20 & 23 Rs. 35 for item No. 5 Rs. 50 each for item Nos, 6 i 9 
and General conditions of contracts priced at Re. 0-50p can be had from the 
Finance and Accounts Officer, Department vf Atomic Energy, Directorate of 
Purchase and Stores, 3rd Floor, Mohatta Building, Patton Road, Bom - 
bay 400 001, between 10 a.m. to 1 p.m. on all working days except on 
Saturdays, lenders will be received upto 3 p.m. on the due date shown 
above and will be opened at 4 p.m. on the same day. The right is reserved 
to accept or reject lowest or any tenders in part or full without assigning 
any reasons. 
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to'improve tjbe profitability of 
Operations' in 1981-82. 

^ MP Polypropylene's 
Now Issue 

Madhya Pradesh United 
Polypropylene Limited 

(MPUPL) will be entering the 
capital market on January 27, 
1982 with a public issue of 
11,76,000 equity shares of 
Rs 10 each for cash at par. 
MPUPL is a joint-venture of 
the Madhaya Pradesh State 
Industries Corporation Limited 
(MPS1C) and United Builders 
Construction (India) Pvt Limi¬ 
ted (UBC), a company from 
the United Group. MPUPL is 
.^setting up a plant for the 
^manufacture of Electric Grade 
" Biaxially Oriented Polypropy¬ 
lene (BOPP-E) Film with an 
annual capacity of 800 tonnes. 
The plant, located on Chiklod 
Road, District Raisen—only 
24 km away from Bhopal city 
—is eligible for all backward 
area concessions. Another 
distinct advantage of its loca¬ 
tion is its proximity to BHEL 
—one of the largest users of 
BOPP-E. The estimated capi¬ 
tal outlay of the project is 
Rs 57 million. The construc¬ 
tion of factory will be complc* 
ted by end January, 1982. 

Arihant Steal & Alloys' 
Public Issue 

Arihant Steel & Alloys 
Limited an existing com¬ 
pany, will enter the capital 
market on January II, 1981 
with a public issue of 3,00,000 
equity shares of Rs 10 
each. The existing share of 
Rs 10 each command an 
average book value of 
over Rs 26 and the new 
shares are being offered 
for cash at par. 

The object of the present 
issue is to provide a part of 
the amount equired for financ¬ 
ing the modernisation and 
expansion programme. The 
total cost of the expan¬ 
sion and modernisation 
project is estimated at Rs 
50. lakhs proposed to be 
financed from internal cash 
accruals, unsecured loans and 
capital. 

The company was for- 
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raed in 1976 and smarted 
production shortly there¬ 
after by acquiring a running 
10/12 tonnes GEC Elec¬ 
tric Arc Furnace, The com¬ 
pany manufactures mild 
steel billets such as elec¬ 
trode quality/forging quality, 
carbon steel, hardening and 
tempering quality carbon 
steel etc. 

The implementation of 
the modernisation and ex¬ 
pansion programme will 
result in manufacture of 
alloy steel which willstream- 
line production and profits. 
Also as a result, the com¬ 
pany's average realisation 
per ton is expected to rise 
from Rs 3600 to Rs 7000 
at a nominal increase in 
cost of inputs by Rs 1500 
per tonne, thereby improving 
the profitability. 

In spite of recessionary 
trend in steel industry, dis¬ 
proportionate escalation in 
input cost, power shortage 
etc., the company main¬ 
tained steady progress, and 
growth since 1978. 

After paying 10 per cent 
dividend for the financial 
year ended November 30, 
1980, the company declared 
interim dividend at the rate of 
15 per cent for the financial 
year ended November30, 1981. 
The company's reserves as 
on today are Rs 16.04 lakhs 
against the paid up share 
capital of Rs 10 lakhs. This 
demonstrates clearly the in¬ 
trinsic \alue of the shares. 

Ambalal Sarabhai Export Up 

Ambalal Sarabhai Enter¬ 
prise Ltd. has been able to 
step up its exports from Rs 5.5 
crore in 1979-80 to Rs 12.5 
crore in 1980-81. The com¬ 
pany expects the trends to 
accelerate further in the cur¬ 
rent year. 

Announcing this to share¬ 
holders, Mr Gautam Sara¬ 
bhai, Chairman of ASE, at 
the first ever annual general 
meeting of the company held 
in Baroda said that the com¬ 
pany had embarked on a 
highly ambitious scheme of 
expansion and diversification 
involving sophisticated tech¬ 
nology in order to maintain 
the tempo of the company's 


rapid growth and develop¬ 
ment. 

The areas in which the com¬ 
pany has been spreading out 
are new drugs and pharma¬ 
ceuticals, chemicals, petro¬ 
chemicals and agro-chemi¬ 
cals, dyes and intermediaries, 
synthetic detergents, and 
electronics. Some of these 
are for export through the 
Kandla Free Trade /onr 

Mr Gautam Sarabhai said 
that the ASE was coming 
out with a scheme of conver¬ 
tible debentures. Explain¬ 
ing the scheme, he said that 
of the face value of conver¬ 
tible debentures each of Rs 
150, a sum of Rs 50 w'll be 
converted automatically into 
five equity shares of Rs 10 
each at par without changing 
any premium on July 1, 1983. 
The debentures would carry 
an interest rate of 13.5 percent 
plus one percent if the com¬ 
pany declares a dividend of 
12 percent or more on equity 
shares. The company proposes 
to offer one convertible de¬ 
benture for every 25 equity 
shares held. 

Gangappa Cables 

Gangappa Cables is diversi¬ 
fying its activities into the 
manufacture of flourcccnt 
tubes for which it has recei¬ 
ved a letter of intent from 
the authorities. The project 
is to be implemented by a 
separate company to be 
promoted by Gangappa 
Cables. It is proposed to 
obtain financial and technical 
collaboration from the Gene¬ 
ral Electric Corporation of 
the UK. The project cost is 
estimated at Rs 8.9 crore and 
Gangappa Cables will be 
participating in the equity 
capital of the new com¬ 
pany up to 20 per cent. 
The company expects to 
earn substantial royalty on 
the tubes produced and 
sold by the new' compnav. 

Gangappa Cables, set 
up in 1965, is one of the 
leading manufacturers of 
winding wires in the coun¬ 
try. Its initial licensed 
capacity of 300 tonnes, has 
now reached 2150 tonnes. 
Its turnover has risen from 
Rs 30 lakh in 1968-69 to 
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Rs 604 lakh in 1980-81. The 
turnover is expected to be < 
Rs 7 to 8 crore in 1981-82 
and Rs 10 crore in 1982-83. 

The company has also set * 
up a joint venture in Kenya 
for the manufacture of wind- ; 
ing wires which is already in 
production. 

Herdillia Chemicals 

The Directors of Herdillia 
Chemicals have proposed. 
a dividend of 10 per cent for 
the period of six months en* ' 
ded June 30. 1981 compared 
with 20 per cent paid for 1980 V 
as a whole. 

The Board had earlier decK i 
ded to change the account*'/, 
ing year to July/June. The : 
consent of the authorities was 
obtained to close the accounts, 
for six months in the first/ 
instance and yearly thereafter. , 
Sales for the January-June 
1981 period were lower at ? 
as 16.22 crorc compared with j 
Rs 19.53 crore in the first? 
half of 1980 and Rs 38.17? 
crore for the whole of 1980,? 
The gross profit wa«s onfy$ 
Rs 1.97 crore against Rs 3,66? 
crore in the first half of 1980(4 
and Rs 7.46 crore for 1980? : 
as a whole. The surplus after? 
making adjustments for Jan*?; 
uary-June 1981 comes 
Rs 74.36 lakh and the propos?{! 
cd dividend absorb Rs 73.50^ 
lakh. ' ? 

The company states that|! 
the results for this period? 
have not been up to expects^; 
tions and yet the Board haif 
recommended a dividend of?; 
10 per cent. Taking into ao-H; 
count the future prospect^? 
the Directors are hopeful 
the scheme of renovation andii; 
modernisation of the phenol? 
plant wh»ch has been imple^l 
mented and changed to 
improved type of catalyst i*i| 
the phthalic anhydride plapl| 
will help to achieve improvedf; 
utilisation and plant eff5h| 
cicncies. 

The letter of intent for the? 
recovery of alpha mcthyll; 
styrene, acetophenone, cumyjf) 
phenols and fumaric acid? 
has been converted into an/ 
industrial licence. The com-/ 
pany shortly expects to file? 
an application with the? 
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-Foreign Investment Bo^d 
gbr approval of the colla¬ 
boration agreement with 
-General Electric or USA 
ifor know-how in regard to 
[the capacitor fluids project 
jfor which the company al¬ 
ready holds a letter of intent. 

jchano-SICMA 
jllaboration 


A leading Italian paper 
chincry manufacturer, So- 
iete Impiant Cartierc Ma- 
hine AfTini (SICMA) have 
ntcred into a technical colla- 
oration agreement with 
echano Industrial Suppliers 
»f Calcutta for manufactur¬ 
ing complete plant and 
achinery for smaller paper 
ills of up to 60 tonnes a 
lay capacity. 

This, Mr S.K. Sadhu of 
echano said, would hejp to 
ail out some of the smaller 
aper mills which had been 
aught unprepared by the 
nion Government's deci- 
ion to ban all imports of 
:cond hand paper machinery, 
ince these plants mostly use 
mported equipment the Cen¬ 
tre's ban, which some paper 
jjfnakers feel, was unexpected. 
The name of Mr Sadhu's 
it is about to be changed 
o Mechano Paper Machi- 
Leries Private Limited, 
not her technical collabora¬ 
tor! agreement with the 
irestigious UK firm Vic¬ 
kery ,will be a boon for the 
ndian firm as Vickery is pre¬ 
pared to grant “sole and cx- 
||lusive rights to manufac- 
l[ure and assembly and 
flhe non-exclusive right to 
Ml doctor blades'’ (a paper 

! Machinery component). 

S Jessop had entered into an 
[tgreement with Vickery to 
jrrakc these doctor blades but 
|)ad failed to implement it for 
itore than ten years. Late 
phis year the agreement was 
terminated by Vickery and 
|faen negotiations got started 
R kith Mechano for the manu¬ 
facture and assembly of doc- 
gar blades. 

Vickery supplies about 
s 45 lakh worth doctor 
blades to Indian paper units, 
[fhe blades are used for scrap- 
tig away from cylinders, pres- 


ses and rollers fine particles of 
matter that accumulate in the 
making of paper. 

Mechano’s turnover this 
year will be around Rs 2 
crorc, and the company is 
financially obviously sound 
because Mr Sadhu said that 
the Rs 37 odd lakh of invest¬ 
ment that both agreements 
would entail would come out 
of internal resources. 

The know-how tie-up with 
SICMA will require Rs 30 
lakh or so of investment by 
Mechano. The agreement is 
that royalty at the rate of 1.5 
per cent will be pid to SICMA 
and a higher royalty for disc 
refiners, a specialised com¬ 
ponent in paper machinery, 
will be made. 

Mechano has also nego¬ 
tiated with SICMA and has 
appointed the Italian firm as 
selling agent in Europe for 
projects in third countries. 
According to Mr Sadhu, if 
the Italian firm is satisfied 
with the performance of Mech¬ 
ano larger areas of collabo¬ 
ration will be possible. 

Sound Credentials 

Mechano’s credentials are 
fairly sound and it has 
experience in working ab¬ 
road. As an established unit 
on the pulping mac hinery side 
of the paper making business. 
Mechano has supplied equip¬ 
ment to Indonesia, Malaysia 
and Singapore. The Indone¬ 
sian Sree Saraswati Bhakti 
Coated Papers bought pulp¬ 
ing equipment from Mccha- 
no worth several lakhs 
of rupees. For Malaysia and 
Singapore the firm has 
supplied pulping plants for 
asbestos plants. 

The agicement with Vic¬ 
kery does not carry royalty 
charge. Since doctor blades 
require specially processed 
alloy steel and the UK firm 
will keep the process secret, 
Mechano has to import all 
the alloy steel it requires for 
making the blades. There 
should be no problems with 
import of raw material as 
alloy steels were under open 
general licencing, Mr Sadhu 
said. 

There have been indi¬ 
cations from Vickery that if 


Meccano's performance is 
satisfactory, then there 
might be prospects for ex¬ 
tending the manufactur¬ 
ing and assembly franchise 
to cover countries in South- 
East Asia in a few years time. 

Meanwhile, Mechano is 
preparing to send two engi¬ 
neers for training to Vic¬ 
kery in UK. Production is 
expected to start by the mid¬ 
dle of next year. 

The scope for paper machi¬ 
nery supplies is fairly good for 
the next five years at least, 
Mr Sadhu said. There arc 
likely customers in Guja¬ 
rat and Punjab and already 
two orders have been con¬ 
firmed one by West Bengal 
unit and another by a Pun¬ 
jab firm. 

Moreover, as the agree¬ 
ment with SICMA includes 
provisions for manufacture 
of machinery as well, Mec¬ 
hano gets the benefit of 
being able to produce and sup¬ 
ply various parts which 
make up a composite paper 
plant. 

This also allows Mec¬ 
hano to extend its capabilities 
for making equipment be¬ 
yond only 50 tonnes a day 
plant size to suit larger units. 
Mr Sadhu's eventual plans are 
to raise the capacity of 
Mechano to serve larger plants. 

Khatau Makanji 

The sales of Khatau 
Makanji Spinning and Weav¬ 
ing Company during the 
five months ending Novem¬ 
ber 1981 have gone up to 
Rs 21.83 crore compared to 
Rs 20.18 crore during the 
corresponding period of the 
previous year. 

This was disclosed by 
the Chairman of the com¬ 
pany, Mr Dharamsey M. 
Khatau at its annual general 
meeting, in Bombay. With 
so many uncertainties loom¬ 
ing large, he could not pre¬ 
dict the immediate future of 
the company or the industry. 
“The general outlook of the 
textile industry does not 
appear to be promising and 
this is bound to have impact 
on our working for the whole 
year.” 


He said' tfiaf the industry., 
the world over is parsing 
through a phase of recession 
and “it is not possible for 
us to isolate ourselves from 
this global phenomenon”. The 
30 per cent power cut, the 
recent strike by the Maha¬ 
rashtra State Electricity Board 
and the possibility of a long 
strike together had dam¬ 
pened the future prospects. 
The demand for cloth had 
also gone down. “Our com¬ 
pany, has, however, been able 
to maintain its production 
at relatively high level com¬ 
pared to others because of 
our generating capacity”. He 
disclosed that the company 
might open a new unit at 
Mahad in Maharashtra. The 
plans had not been finalised 
as yet. 


The Gwalior Rayon Silk 
Mfg. (Wvg.) Co. Ltd. 

Regd. Office: Birlagram, 
Nagda (M.P.) 

NOTICE 

NOTICE is hereby given 
that a Separate Class Meet- 
ting of the holders of the exis¬ 
ting 1,48,275 9.3% 4 A’ Se¬ 
ries Redeemable Cumula¬ 
tive Preference Shares of 
the Company will be held 
at the Registered Office of the 
Conipany at Birlagram, Nagda 
on Saturday the 23rd January, 
1982 at 4.00 P.M. to trans¬ 
act the business mentioned in 
the Notice dated 26th De¬ 
cember, 1981 separately pos¬ 
ted to the aforesaid Share¬ 
holders of the Company indi¬ 
vidually at their registered 
addresses. 

The explanatory state¬ 
ment as required under Sec¬ 
tion 173 of the Companies 
Act, 195 6 is annexed to the 
Notice. 

Note : A member entitled 
to attend and vote is entitled 
to appoint proxy to attend 
and vote instead of himself 
and the proxy need not be a 
member. 

By Order of the Board 
D.N. MAKHARIA 
Secretary 
30th December, 1981 
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A Year of Recovery 

The Political Scene 


1 Qftl WAS a y ear both 

A^UA^ political and economic 
sense. So say I. Others will doubtless dis¬ 
agree. They will say that the country went 
o the dogs in 1981—a familiar phrasSe 
which is repeated every year by the Oppo¬ 
sition parties whoever they may be. Con¬ 
gress or Janata. These gentlemen will 
point to murders of Hanjans, to railway 
iccidents, rising coirupiion, and the con¬ 
frontation with Pakistan as evidence that 
1981 was in fact a year of deterioration. 
Some cynics will perhaps go to the ex¬ 
tent of saying that I am bound to view 
1981 as a year of recovery simply because 
1 had picked this in August as the theme 
for the annua! number of Eastern Econo - 
mist , and it is too late for me to change 
it now. But I must stick to my guns and 
say that 1 have chosen this theme out of 
conviction, not convenience. 


Swaminathan S. Aiyar 

Above all, 1 regard 1981 as the year of 
Rajiv Gandhi. Here again others would 
disagree. In the opinion of The Times 
of India, the Man of the Year was 
Mr Abdul Rehman Antulay. But it 
should be recalled that the same news¬ 
paper had on an earlier occasion ex¬ 
pressed the view that Sanjay Gandhi 
was the most important political leader 
India had produced since Mahatma 
Gandhi. The Times of India seems to 
suffer from an acute case of myopia, 
from an obsession with immediate event* 
that rendeis it unable to look ahead at 
deeper, long-term trends. We all know 
that Sanjay Gandhi is little more than a 
faint memory after just 18 months. And 
the same will be the fate of Mr Antulay. 

This will not be the fate of Rajiv 
Gandhi. There is every indication that 
he Will loom large on the political scene, 


and peihups dominate it, fora great 
many years to come. When his bi6|her 
Sanjay died in an air crash in mid-1980, 
there was great pressure on him to 
become the crown prince. He was most 
icluctmt to don the mantle. Indeed, 
Mrs Gandhi announced that Rajiv was 
not gomg to join politics. But the son 
was, of course, obliged to help mummy. 
And in a short tune, the filial duty of 
helping mummy made him the second 
most important person in India. Thus 
1981 saw the entry of Mr Rajiv Gandhi 
into politics in real earnest, and the 
consequences aie of the most far-reach* 
mg importance. 

This is not apparent to all. Some say 
that Rajiv has not yet shown what 
exactly he is going lodo. On the com 
trdry, what lie has dearly shown is that 
he is not going to meddle in everything 
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land poke his nose into affairs that are 
much better left to individual depart¬ 
ments. When Sanjay Gandbi was still 
alive and ruling the roost, no Chief 
Minister felt safe in taking any action or> 
any matter without consulting New Delhi 
first. No Minister in New Delhi wanted 
to clear a file without ensuring that there 
would be approval from above. No 
bureaucrat felt safe in taking decisions, 
and with everybody evading responsi¬ 
bility the administration became aimless 
and rudderless. 

There was an undercurrent of fear 
everywhere. With Sanjay in the saddle, 
many Opposition politicians were con¬ 
vinced that they would be whisked away 
one silent day, never to be heard of 
again. The methods of the Emergency, 
and even the methods of the Gestapo 
were thought to be around the corner. 
The behaviour of the Youth Congress 
upstarts surrounding Sanjay only fuel¬ 
led such fears—they clearly had no 
attachment to liberal values, independent 
institutions or democracy. The day he 
died, people began to breathe a little 
more easily. Henceforth, they thought, 
things would not be quite so bad. But 
still they feared that that quasi-feudal 
state being ushered in by Mrs Gandhi 
would lead to autocratic, aibitrary rule. 

Emergence of Rajiv 

Then came the emergence of Mr Rajiv 
Gandhi as a political leader. From the 
start he took meticulous care to send 
out the loudest possible political signals 
that he rejected the Sanjay ethos, the 
Sanjay people and the Sanjay disregard 
of rules and regulations. The rising 
stars of the Sanjay camp—Messers 
Kamal Nath, Jagdish Tytler, Akbar 
Ahmed, Sanjay Singh, Dharamvcer et 
al—were soon dumped in the waste paper 
basket. Old associates of Sanjay—V.C. 
Shukla, Jag Mohan, Bhinder-were 
either dropped or transferred. The 
Sanjay cadre of loyalists had its funds 
cut off and its influence destroyed. 

Had it merely been a palace revolu¬ 
tion, a substitution of one feudal baron 
by another, the changes would not have 
meant that much. But the entire style 
k*f administration changed too. Mr 
Rajiv Gandhi was emphatic on culti¬ 
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vating the image of Mr Clean. Given 
the nature of Indian politics, he was 
forced into some compromises. For 
instance, he described Mr Antulay’s 
activities as misuse of power but not 
corruption in the strict sense of the 
word—the kind of fudging one expects 
from Mr Pecksniff rather than Mr Clean. 
But this must not distract attention from 
his painstaking attempt to inject honesty 
and good administration into politics, 
to make honesty respectable and even 
expedient. 

The Difference 

His younger brother would doubt¬ 
less have been amazed at the spec¬ 
tacle of a person wasting his political 
authority in such fashion. But it is 
precisely this difference that makes 1981 
a year of political recovery. It has, of 
course, been a halting recovery. It 
can be nobody’s case that corruption 
has disappeared, or even diminished in 
substantial measure. But at least it is 
oh the retreat. It is no longer a fashion¬ 
able pastime to be boasted about in 
drawing rooms by Antulays. It is taking 
place in a far more furtive manner, and 
the need to have a certain amount of 
equity in decision-making is recognised 
as a political necessity (which it was not 
in Antuiay’s hey-day). No doubt large 
kickbacks are still taking place near 
the top. But the freedom given to the 
lower Congress echelons to extort pro¬ 
tection money from all and sundry has 
been curbed substantially. No longer 
can Youth Congress hoodlums say, “Pay 
up or Rajiv will devour you’’—that will 
interfere with his image of Mr Clean. 
The demotion of all Sanjay’s lieutenants 
has had a salutary effect. This is not to 
say that the Youth Congress no longer 
makes any money. But it is relevant 
that Youth Congressmen complain that 
Rajiv-ji is parsimonious and insists on 
their rendering account for expenditure 
claimed, whereas Sanjay-ji did not 
bother with such trivial matters. 

Now that Rajiv Gandhi seems to have 
formally boarded the Youth Congress 
wagon, there are fears that he will 
gradually drift into the standard Cong¬ 
ress style if not the Sanjay style. He 
has at some point to* build up a cadre 
of his own, and if he can do no better 
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than latch on to the kind of people -Who 
abound in the Youth Congress today, 
things will take a turn for the worse. 
If so, 1982 could turn out to be a year 
of deterioration. But it would be rash 
at this point to anticipate future events. 
Mrs Indira Gandhi is still very much in 
the saddle, and will be there for a long 
time yet. Rajiv will be an important 
influence, no more. That influence does 
not look like restoring Nehruvian tolera¬ 
nce of dissent and the encouragement of 
independent institutions. But it does 
look a good deal better than the baneful 
influence of his younger brother. 

The outstanding failure of Mr Rajiv 
Gandhi in 1981 was his unwillingness— 
perhaps inability—to get rid of Mr 
Antulay after the scandal of the trusts 
came to light. But even here there was 
a happy ending with the Bombay High 
Court passing strictures against the 
Chief Minister. 

A Landmark 

Indeed, the Antulay case may go down 
as a major landmark in history. Hitherto, 
it was believed that Chief Ministers 
themselves controlled prosecutions, and 
that ordinary people could not prosecute 
a Minister no matter how clear the evi¬ 
dence for want of locus standi. In the 
Antulay case, the High Court agreed to 
hear the petition of individuals. Hence 
politicians in powor can no longer act as 
a law unto themselves—they can be taken 
to court by any public-minded citizen. 
This does not mean that they will sud¬ 
denly become paragons of virtue. But 
it does mean that there will be limits 
to their misdeeds, and that fear of pro¬ 
secution will temper their making of 
money and distribution of patronage. 

The judiciary was under attack the 
whole of 1981. The most important case 
the Supreme Court heard was oq the 
right of the Government to transfer 
judges and its action in terminating the 
services of two Additional High Court 
judges. On the face of it, the Govern¬ 
ment won a victory in this case. The 
majority of Supreme Court judges upheld 
the right of the Government to ask 
judges whether they were willing to be 
transferred, and upheld its action in 
dropping the two judges. But the full 
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who have studied the judgement in full 
\ (like H.M. Seervai) claim that the judge¬ 
ment has secured major victories for the 
petitioners. It has established that any 
citizen has the locus standi to challenge 
arbitrary Government action. It has 
established that the Government is ob¬ 
liged to consult the Chief Justice in full 
before appointing judges, and that addi¬ 
tional judges have a right to be consi¬ 
dered for promotion to full judges, and 
that if they are denied this for mala fide 
reasons corrective action can be taken. 
The Supreme Court has ruled that “pri¬ 
vilege” cannot be invoked by the 
Government to keep correspondence 
and files secret—the Government will 
have to reveal all. And even as regards 
the circular, three judges have struck it 
down and two others say it has no legal 
significance and cannot justify mala fide 
or arbitrary appointments. So on the 
judicial front, too, 1981 has ended on a. 
reasonably hopeful note. 

Bad News 

What about the administiation ? In 
the States, there was plenty of bad news. 
Mass murde s of Harijans took place 
time and ag,.in—at Dchuli, at Sudhupur, 
at Durg. The anti-dacoit operations in 
Uttar Pradesh resulted in over 200 being 
killed in encounteis, but it was far from 
clear whether those shot were really 
bandits or petty criminals rounded up 
to pad police statistics. In both Madhya 
Pradesh and UP, ordinances were passed 
forbidding bail for six months to those 
arrested on a charge of decoity. This 
may have a positive short-term effect — 
it will prevent dacoits from getting out 
on bail and intimidating or killing wit¬ 
nesses. But it puts at the same time a 
most powerful weapon in the hands of 
the authorities which could be misused 
at some future date (something which 
also applies to the Essential Services 
Maintenance Act). 

Trouble flared up in Assam after a lull 
which was marked by simmering dis¬ 
content. There were troubles galore in 
Punjab, with Sikh extremism coming to 
the boil. Sant Jarnail Singh Bhinderan- 
walc demonstrated that he could take 
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were several murders of those disliked 
by extremist Sikhs. A plane was hijack¬ 
ed to Pakistan by Dal Khalsa fanatics. 

In Gujarat, there were riots against 
Harijans early in the year, and the farm 
power of Sharad Joshi waxed and waned 
as the months wore on. In sleepy Mecnak- 
shipuram in Tamil Nadu, there was a 
mass conversion of Harijans to Islam and 
all hell broke loose at the political level, 
with widespread accusations that Gulf 
money was being used to buy converts. 
There was continuing trouble in the tribal 
belt of Bihar, with police atrocities on 
tribals and growing demands for a sepa¬ 
rate State. The accord with Laldenga in 
Mizoran broke down. 

Positive Achievements 

All in all, the news from the States 
was far from heartening in 1981. But 
having said that, it is necessary to look 
at some positive achievements. At least 
the paralysis of Assam by students in 1980 
was not repeated in 1981, and the flow 
of precious oil from the Assam oilfields 
commenced again. The administration 
in the States improved as far as power 
generation was concerned—the utilisation 
of capacity improved almost everywhere. 
The drift of I9S0 gave way to some pur¬ 
posive action in 1981. Mr Jagannath 
Pahadia, a notably incompetent Chief 
Minister, was replaced by a more efficient 
man. Mr Antulay got his comeuppance. 

It was in New Delhi that the improve¬ 
ment was most marked. Mrs Gandhi’s 
insistence on performance yielded divi¬ 
dends (although one must say it is tragic 
that things start drifting unless she starts 
asking questions). There was a sea- 
change in the quality of administration. 
Files moved laster, decisions were taken, 
there was proper monitoring and follow¬ 
up action. It was this that enabled the 
infrastructure to recover, which in turn 
enabled industrial output to boom. There 
were two Cabinet reshuffles, neither of 
which amounted to very much. The 
first had the advantage of reducing Dr 
Charanjit Chanana to a junior role in the 
Ministry of Industry, though the new 
Minister—Mr Narain Dutt Tiwari—could 
hardly be described as a whizz kid. The 


second reshuffle moved Mr Venkata- 
raman out of Finance into Defence -^n 
inexplicable reward for the £>cst perfor¬ 
mance in the Cabinet. But the new in¬ 
cumbent, Mr Pranab Mukhcrjec, too, 
happens to bj one of the better Ministers 
in the Cabinet 

A Setback 

The one area where there was unques¬ 
tionably a setback in 1981 was in foreign 
affairs. The arrival on the scene of Mr 
Ronald Reagan resulted in an arms pack¬ 
age of 3.2 billion dollars for Pakistan. 
This was far more than the 4 peanuts” 
of 200 million dollars offered by Jimmy 
Carter the year before, and President Zia 
of Pakistan grabbed at it. Saudi Arabia 
agreed to finance other substantial arms 
purchases by Pakistan. This sent Mrs ( 
Gandhi into a tiz/y. Suddenly she made 
a spate of statements which sounded as ; 
if war were round the corner. The Mirage i 
deal, which had been discussed long be* . 
fore the F-16 package, was suddenly 
interpreted as our answer to American j 
arms, and the USA was accused of 
sparking off an arms race in the sub- ¬ 
continent Then came the Pakistani ; 
offer of a no-war pact, and our clumsy; 
response in pretending that it hadn’t 
really been made. But at the end ofit! 
all, a no-war pact is being discussed. It 
would be a brave man who would predict 
that the talks will lead to everlasting,; 
peace. But dialogues are important. No * 
matter how slow, sterile, and exasperate 
ing they may be, no matter how ntacli% 
sham and hypocrisy there may be in ex-? 
pressions of friendship and trust, thesi, 
are better by far than the war-mongering 
that starts in their absence. 

NOTICE 

Our valued readers and adver- 
tisers may please note that there 
was no issue of EASTERN 
ECONOMIST dated January 15, < 
1982. This was because of the 
preparation involved in the pro- j 
duction of this Annual Number, is 
Chief Executive J 
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This kind of activity results in a chain 
reaction releasing the energy for greater 
development. From the nuclear 
technological base we launched into 
space technology. And long before that, 
in 1938, we developed Indian manufac¬ 
turing capability. Then it was restricted 
to dairy equipment. Today, we have 
the know-how and can do in every field 
of engineering—food, chemicals, 
petrochemicals, fertiliser, cement, steel, 
paper and pulp, power... 

LARSEN 8t TOUBRO LIMITED 

where technology moves with time 
P.O. Box 278, Bombay 400 038 


And in today already walks tomorrow 


, —Samuel Taylor Coleridge 



And so, at L&T, tomorrow is past history. 

All our yesterdays that were once our 
tomorrows were thought of years ahead. 

To take one example, we did not wake up 
to nuclear technology the night before 
the nation planned a major shift towards 
nuclear power. We spent a whole decade 
developing nuclear technology. Finally the 
great moment came. L&T was able to 
manufacture critical equipment for India's 
nuclear power projects. 
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The Economic Scene 


Government STAitsnctANS enjoyed a 
field day in 1981. Month after month 
they trotted out figures showing that 
everything (except inflation) was going 
up. Industrial production in 1981 is esti¬ 
mated to have risen by over 10 per cent, 
double the average rate since the palmy 
days of the Third Plan. Agriculture has 
done fairly well despite a dry spell in 
August. Rice procurement is heading for 
an all-time record, and good winter 
rains promise a record rabi harvest— 
the revised foodgrain target of 134 mil- 
L lion tonnes could be exceeded. The in- 
f frastructure bounced back with a bang. 
Power generation was up by more than 
12 per cent. Coal production rose so 
fast that the 1981-82 target of 121 mil¬ 
lion tonnes was revised upwards to 124 
million tonnes, and even this could be 
exceeded. The steel target too was re¬ 
vised upwards in mid-year (instead of the 
usual downward revision), but coking 
coal shortages suggest that only the ini¬ 
tial target will be hit. That itself repre¬ 
sents a jump of nearly 14 per cent. Rail¬ 
way loadings were up by 20 million ton¬ 
nes in 1981, and the 1981-82 target of 
215 million tonnes of revenue earning 
goods looks like being crossed. 

Buoyant Exports 

Even exports showed buoyancy at last, 
registering a growth of 14 per cent in 
April-October, while imports rose by only 
four per cent. The trade gap is being nar¬ 
rowed. However, it looks as though re¬ 
mittances from abroad are falling. Only 
this can explain the sharp drop in foreign 
exchange reserves of Rs 1,300 crores in 
the first seven months of the financial 
year, against a drop of the same size in 
the full 12 months of 1980-81. The breach 
has partially been filled by the contro¬ 
versial IMF loan. 

In the public mind, two things stood 
out on the economic side in 1981—the 
IMF loan and the black bonds scheme. 
In both cases there were innumerable 
critics who accused the Government of 
selling itself to blackmarketeers and 
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foreign agents respectively. Rut the truth 
is that both represented Government suc¬ 
cesses against odds. When the black 
bonds were proposed, there were many 
(myself included) who doubted if any¬ 
thing like Rs 1,000 crores could be raised 
in this fashion. Mr Venk&taraman ulti¬ 
mately demonstrated that it could. And 
he also demonstrated that he could raise 
5.7 billion dollars from the IMF on just 
about the softest terms that the IMF has 
ever agreed to for large loans. It is in¬ 
deed a pity that he has been reshuffled 
into the Defence Ministry. 

Practical Aspect 

The black bonds issue had a moral and 
a practical aspect. Some claimed it was 
sinful to touch, leave alone woo 
tainted money and ‘‘reward” black money 
operators. But the truth is that an an¬ 
nual average return of 1.8 per cent can 
hardly be called a reward for anybody, 
especially since black money can be lent 
at 24 to 36 per cent on the parallel 
money market. Public finance is not 
just an exercise in morality, it is concern¬ 
ed with the vory practical task of gather¬ 
ing revenue. And the black bonds 
brought in funds which had already 
proved impervious to moral exhortation. 
They proved invaluable in reducing the 
budgetary deficit and keeping money 
supply within IMF limits. It is a serious 
mistake to think that the bonds rewarded 
tax evaders—in fact it rewarded honest 
taxpayers, who would have been forced 
to pay much higher taxes (to reduce the 
budgetary deficit) but for the cash avail¬ 
able from the bonds. 

The IMF loans conjured up nightmares 
of 1966. Left-wing critics of the loan 
were upset to find that they were on the 
same platform as the USA, which also 
thought the loan bad. There was the as¬ 
tonishing spectacle of both Dr Ashok 
Mitra and Mr Ronald Reagan urging 
India to be self-reliant or borrow from 
the commercial market rather than take 
money from the IMF. To the vast dis¬ 
appointment of both, the IMF neverthe¬ 
less gave the loan, and on very soft terms. 
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Our leftist comrades had great difficulty 
in proving that the conditions were in¬ 
tolerably harsh, and Mr Reagan sounded 
much more convincing in arguing that 
they were intolerably soft. 

Tine leftist critics were unable to pin¬ 
point any really harsh conditions for the 
simple reason that there were none. The 
limits placed on the expansion of money 
supply and bank credit were so generous 
that the Government had no difficulty hi 
accepting them—monetary expansion was 
permitted up to 19.4 per cent, hardly the 
kind of deflationary medicine which the 
IMF is usually associated with. The / 
limit of 1.4 billion dollars for commercial 
borrowing had no meaning at all, as the 
Government never proposed borrowing 
anything like so much money. In the 
year ahead, deficit financing (broadly de- 
fined, inclusive of all bank credit to the 
Government) will have to be limited 
three per cent of ONP—a condition thfet 
spendthrift Finance Ministers might find: 
cumbersome, but not responsible ones. 

Liberal Import* 

The loan is predicated on a liberal im-v 
port policy, and this clause has been pro* 
jected by leftists to be a terrible burden^ 
But this will not wash—a liberal imports 
policy has little meaning today when thro* 
quarters of all imports—oil, fertilisers*, 
edible oil, metals—fall outside the pur* 
view of the policy. It is in fact only a 
rump import policy, and liberalisation 
will at best mean a few hundred crores 
extra of imports (not even one per ca$ 
of the total). There is scope for import* 
ing much more with benefit. It can bfe 
nobody's case that imports are liberal id 
any absolute sense—liberalisation bafei* 
cally means that one goes through thro# 
babus instead of thirteen. i 

Some critics say that the IMF loafi 
will reduce the Finance Minister’s room 
for manoeuvre. That, I think, is thfe 
best thing about the loan. For far too 
Jong our Ministers have spent all tfiofif 
time manoeuvring instead of getting to 
grips with financial realities. There fifes 
been rampant fiscal and monetary it*- 
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; discipline* which has fuelfcd a fifty pet 
cent rise in prices in thuee years. The 
IMF will now ensure discipline and a 
slowdown of inflation. The wholesale 
price index in early January was just 2 2 
per cent higher than 12 months previous- * 
ly. The consumer price index continued 
to go up* demonstrating that all statistics 
should be used with care. But there can 
be no question that demand inflation is 
now a thing of the past. What we are 
now hearing are cries of demand re¬ 
cession. 

Only in India could we hear talk of 
recession at a time when industrial out¬ 
put has risen by more than 10 per cent. 
The word means something quite diffe¬ 
rent in India. It means the inability of 
some sector or sectors to sell everything 
it produces, or in some cases just a fall 
in the black market premium. Detailed 
production figures are available for the 
period April-Scptember 1981. They 
Show that the production of textiles rose 
'toy 2.7 per cent, beverages 47 per cent, 
footwear 13 per cent, manufactured 
;tpbacco 13 per cent, paper IJ .7 per cent, 
grubber goods 1.2 per cent, coal and 
tpetroleum 14 per cent, basic metals 14 
;iper cent, non-electrical machinery 8.3 
: iper cent, electrical machinery 2.5 per 
|ccnt, power 14.3 per cent, and transport 
equipment 15.8 per cent. Output fell 
| Only in the case of leather (8,2 per cent) 
|&nd miscellaneous items (9.7 per cent), 

| which constitute a tiny porportion of 
{ total output, 
f-' 

; Industry Doing Well 

f Where then is the recession? In tex¬ 
tiles, inventories have doubled to over 
f two months’ output - no doubt demand 
Vhas fallen. Export-oriented industries 
| jikt jute and leather have suffered on 
r|jftsount of ■ the global recession. Some 
{consumer durables like refrigerators are 
(facing price resistance. But, overall, 
{industry is doing very well indeed. IMF 
Vdiscipline and tight money mean that the 
fedhys of easy gravy are over. Consumer 
{price resistance is working its way down 
[ to demand resistance for intermediates 
%;«Lnd for capital goods. Industries that 
{thrive on shortages will be hit—mini- 
Iriteel plants are profitable only when the 
{main steel plants are in trouble, and 
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road transport flourishes when the rail¬ 
ways fail to perform, and the end of 
shortages will hit mini-steel and trans¬ 
port. This must be construed as a 
matter for applause, not grief. 

The improvement of the infrastructure 
in 1981 showed that Mrs Gandhi is per¬ 
fectly capable of supplying a Govern¬ 
ment that works, provided only that she 
is serious about it. Labour indiscipline 
was put down, managers were given a 
freer hand, relentless monitoring and 
follow-up action resulted in the sorting 
out of the coal-power-Railways imbrog¬ 
lio. The Essential Services Maintenance 
Act gave a psychological push to mana¬ 
gers without becoming a misused instru¬ 
ment to crush legitimate trade union 
action. The issue of licences and letters 
of intent shot up. All in all, it was a 
fair performance. 

Capital Market 

The capital market was in fine fettle 
in 1981. A record sum of almost Rs 500 
crores was raised. The enormous 
equity issue of Rs 89 crores of Gujarat 
Narmada Valley Fertilisers was over¬ 
subscribed several times. Convertible 
debentures became a rage, and it is a 
sign of the time that Reliance Textiles is 
now confident of raising no less than 
Rs 50 crores through a rights issue with 
no provision for renunciation—a sea- 
change from the situation a few years 
ago when it was impossible for a com¬ 
pany to raise even Rs 5 crores in a 
single new issue. Profits have risen 
substantially in the last few years, push¬ 
ed up by inflation and buoyant demand, 
and then in 1981 by buoyant production 
as well. But with IMF discipline now 
being established, companies will have 
to concentrate on productivity to keep up 
profits and investment. They will no 
longer be able to get all the money they 
want for investment from banks and 
financial institutions—those salad days 
are over. In future they will have to 
raise large sums themselves, through 
retained profits and capital issues. 

The energy picture showed a vast 
improvement in 1981. The end of the 
Assam agitation witnessed the revival 
of oil production from the State, and 
the development of the southern portion 
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of Bombay High comnienee^f W 
put in 1981-82 is likely to cross 1$ 
million tonnes, against less than 11 
million tonnes the previous year. And 
if the accelerated oil development pro** 
gramme keeps anywhere near schedule, 
production should leap up to 27 or 28 
million tonnes by 1984-85. 

Coal Target Hit 

Coal is doing very well, and is set to 
touch 124 million tonnes in 1981-82. It 
must be considered very doubtful if it can 
hit the Sixth Plan target of 165 million 
tonnes by J 984-85; but it seems equally 
doubtful whether the demand for coal 
will go so high either. One reason for this 
is that thermal power stations are slip¬ 
ping badly behind schedule. The rise in 
power generation in 1981 was largely due 
to better utilisation of capacity. But it 
should not mask the fact that less than 
700 MW of new capacity was installed 
in the first nine months of 1981-82 
against the target of 3,200 MW. It is 
claimed by Bharat Heavy Electricals that 
it has now streamlined considerably the 
supply of equipment for power stations, 
with a far better match between what is 
needed and what is supplied at any given 
site. If one station is falling behind 
schedule, equipment is diverted to 
another which may be in need of it. If 
this scheme works, wc should witness a 
much faster pace of commissioning. We 
need to establish new capacity of more 
than 4000 MW per year if power shor¬ 
tages are to become a thing of the past. 

The outlook for the year ahead is 
fair. As usual, much depends on the 
monsoon. Despite the second successive 
normal monsoon, we had to arrange 
imports of 2.25 million tonnes of wheat 
this year. This shows that there is no 
room for complacency on the food 
front. Industrial growth is bound to 
slow down, but could still register a 
growth of up to six per cent. There is 
scope for better utilisation of the exist¬ 
ing capacity build up for railway traffic, 
power generation and fertilisers. It has 
been declared a Year of Productivity by 
Mrs Gandhi. Productivity is certainly 
the need of the day. But we need 
not just a year of productivity but seve¬ 
ral decades of it. 



H«fs a gold medallist 


you’ve often had 
a close brush with! 



Promise Toothpaste 
now wins international 
recognition with 
the prestigious 
MONDE SELECTION 
GOLD MEDAL 


Competing with international brand! at the 
17th Monde Selection held in Amsterdam, 
Promise won on the basis of outstanding 
quality and effectiveness in use. 

This was decided after extensive 
laboratory tests at international Research 
Centres, for a small scale unit, competing 
with giant multinationals, Dalsara's success tf 
quite an achievement 


Closely following its tremendous success Ih 
India, Promise Toothpaste with its unique Clove 
Oil formula, is now being exported to 15 
countries of the world. 

In addition, Balsara has bagged an order 
worth Rs. 7.1 crores from Russia. 

And now, Balsara is negotiating the 
setting up of toothpaste plants in three other 
foreign countries. 

Promise of Quality 

Right from inception, Balsara 
manufactured household products 
maintaining the highest standard of quality. 
Little wonder that, Puntas, Odomos, Odopic 
and Sanifresh have found ready acceptance 
in the Indian market as well as in 35 * 

countries abroad. 


balsara -^True to the promise of quality made 55 years ago 


ANNUAL NUMBER 198& 
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measures to improve 

your flight 




The British have made 747flights 
even more comfortable. 

In ‘Crown’ first class our new 
Sleeperscats recline to a near horizontal 
position enabling you just t o lie back and 
drift off. 

There’s more roomforpassengersin 
the Club cabin, too. 

The seats line up in a spacious 3-3-3 
formation. If the next seat is vacant, fold 


back the armrests, pull down the table 
. hiddenintheseatbackandyou’vegotthe 
' ' ' widest airline seats in the world. 

There’s a choice of menus, 
complimentary drinks and headsets for 
the in-flight music and film. 

, , ( Don’t be given any short measures on 

V your next trip, fly the British way. For 

further details and bookings, contact your 
travel agent or British Airways. 


British 
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Political Stagnation in the South 

S. Vis wan at Nan 


Thb southern scene in 1981 
was marked by stability in 
administration in the States 
except in Kerala, with some 
time available to the Govern¬ 
ments to concentrate on ad¬ 
ministration. In Andhra 
Pradesh, Chief Minister 
Anjaiah seemed to be content 
to have a Ministry of around 
four dozens from the little 
over five dozens with which he 
| started earlier. The process 
of acclimatisation to the port¬ 
folios of these large numbers 
of course took time. There 
was also the problem for dis¬ 
trict officials to cope with the 
visits of several of these simul¬ 
taneously to the districts. 
There was the familiar demand 
for setting up colleges while 
the neglect of primary educa¬ 
tion continued relentlessly. 

Increased Power 

On the economic front 
power production increased 
very significantly giving in 
turn a good deal of impetus 
to agricultural and industrial 
production. The State finan¬ 
cial and development corpo¬ 
rations continued to be active, 
boldly venturing into new 
areas involving sizeable out¬ 
lays. 7he pick up of work on 
the Visakhapatanam Steel 
Plant also raised lot of hopes, 
though the insistence on 
Andhras only for job place¬ 
ments threatens to slow down 
work. Groupism in the ruling 
party is still there; but the 
removal of the domineering 
personality of Dr Chenna 
Reddy from Chief Minister- 
ship seemed to be keeping the 
rival factions quiet for a while. 

Karnataka was busy with 


the Silver Jubilee Celebration 
of the founding of the State. 
Chief Minister Gundu Rao, 
despite widespread discomfi¬ 
ture caused by groupism in 
his party, has survived as 
Chief Minister through the 
year. It was, of course, dis¬ 
appointing that after his 
massive launching of the ope¬ 
ration file, he should still be 
groping about in search of 
other major innovations. 
Power position improved, 
thanks to a comfortable 
monsoon in the catchment 
areas. 

Still Favourite 

Bangalore continued to 
receive the attention of entre¬ 
preneurs keen for a location 
for expansion in the South. 
However, during the year, the 
State had the unfortunate ex¬ 
perience of suffering two 
ghastly tragedies r the fire in a 
circus tent that took a large 
toll of children and later in 
the year a liquor tragedy which 
claimed over 300 lives. Mr 
Gundu Rao continued to have 
some occasional rubs with the 
press; but seemed to have 
roughed it out. The State 
was also content to keep its 
dispute on the sharing of 
Cauvcry waters with Tamil 
Nadu alive. 

Mr Gundu Rao was, of 
course, deeply impressed by 
the turnout of people and the 
enthusiasm created by the 
successful and massive orga¬ 
nization of festivals and con¬ 
ferences by his counterpart in 
Tamil Nadu. Chief Minister 
M.G. Ramachandran would 
feel reasonably happy over 
the ‘‘success*’ of the World 


Tamil Conference orga¬ 
nized at Madurai earlier in 
the year and the Centenary 
celebrations of Maha Kavi 
Subramania Bharati at his 
birth place Ettayapuram in 
December. Since these were 
organised by the State, funds 
have been no problem. 

Thus the pattern set up by 
the DMK leader, CN. An- 
nadurai, and his chief lieute¬ 
nant, Mr M. Karunanidhi, 
seemed to be getting refined 
year after year; with colourful 
pageants, cultural program¬ 
mes, seminars of various hues 
and description, exhibitions 
and other tamashas. Mr. 
Gundu Rao, who participated 
in the conference, was so 
much impressed that he an¬ 
nounced plans to organise a 
World Kannada Conference. 
It is a pity that other politi¬ 
cal leaders of the Konkani, 
Tulu and scores of other 
languages and dialects are yet 
to be inspired to announce 
plans for similar world con¬ 
ferences. 

Battle of Wits 

Of course Chief Minister 
M.G. Ramachandran conti¬ 
nued to perform other major 
tasks such as, for instance, 
his game of one-upmanship 
with his arch rival Mr M. 
Karunanidhi, President of 
DravidaMunnutra Kazhagam. 
A greater part of his efforts 
was of course spent on this 
massive battle. Both the 
leaders contributed their mite 
to making something out of 
the Congress(I) party in the 
State, which since 1967 suc¬ 
ceeded remarkably in an al¬ 
most total loss of its identity. 


Its mass base was almost 
completely lost and it be* 
came a party of leaders 
who seemed to revel in rear¬ 
ing up factions. Congress? 
men in the State should AMI" 
ever indebted to tbe DMK 
and AIADMK for the resuiv 
rection of the party. ' 

1 f 

Tacit Support 

The tactician in Mis;: 
Gandhi made excellent use of 
this rivalry and tacitly retail 
ed the support of both. Th$| 
extent of success should 
evident from the fact that f0‘ 
the recently held by-electioh ; 
to the assembly at TiruppattU*| 
in Southern Tamil Nadu bot0 
DMK and AIADMK did 
field their candidates; and 
their support to the Congrcffc; 
candidate. Chief Mintstej^ 
M.G. Ramachandran spen^;; 
four full days in which tyfcj 
conducted round the cl ioch 
campaign which contributes^ 
in a rich part to the victory 
the Congress candidate with |; 
handsome margin of ovatft 
20,000 votes over his nearest 

rival. v 

1 , v; 

Mr M. G. Ramachandran 
thus had the satisfaction Of 
weaning the Congress aWR#; 
from the DMK whose con^; 
bined strength was rathe?, 
formidable as was proved dfof; 
astrously for him in the elec; 
tions to Lok Sabha in whicjf 
his party lost 37 of the 3$; 
seats it contested. The pre* 
occupation with the game of 
one-upmanship natural^ 
leaves little time for the mart 
earthy, and yet the more vital 
function of administration. If 
is unfortunate that with nearly 
four years of experience if 
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ief Minister, aided by a 
fortable majority and £n- 
good popularity, th$ 
lief Minister should not have 
tpted at giving an impetus 
the growth of the State’s 
nomy. 

-There has not been much 
|q£ a growth in agricultural 
Induction leading to frequent 
|tppeals to the Centre for 
§ligher allotment of foodgrains 
from the buffer stock. Tamil 
|Kadu was marginally surplus 
fin its food requirement which 
;ition could easily have 
n improved to one of a 
y comfortable surplus by 
tying attention to food pro- 
on. The State’s record 
procurement is poor. The 
easing militancy on the 
rt of farmers' associations 
ntinued through the year 
fith the State suffering the 
rden of overdues. Equally 



distressing is the record in the 
industrial field. 

Excepting some expansion 
schemes taken up by indus¬ 
tries already established, the 
State has not succeeded in 
attracting investments on new 
enterprises. Even the clear¬ 
ance of the scheme to double 
the capacity of Madras Refi¬ 
neries which would make avail¬ 
able large quantities of naphtha 
which could be profitably used 
as a raw material for petroche¬ 
micals seemed to have receiv¬ 
ed little attention on the part 
of the State Government. A 
similar situation in Vadodara 
in Gujarat over a decade ago 
triggered a virtual revolution 
in petrochemicals. Alas ! few 
in the State Government seem 
to bother about the potential 
fora similar revolution. In¬ 
dustrialists continue to com¬ 
plain of the inaccessibility of 
the Chief Minister to discuss 


atty,major mhtm of industria- ' 
ligation. 

If, in the order of things, 
one witnesses an increasing 
pre-occupation with politics in 
Tamil Nadu, Kerala continues 
to keep its record of almost 
total pre-occupation with po¬ 
litics. After some years of 
relative political stability for 
which a record had been set 
up by Mr C. Achutha Menon 
and followed by a few Left 
Front Governments, the pro¬ 
cess of realignment has started 
again. This time several of the 
Congress parties (there is an 
unrelenting proliferation of the 
Congress parties with splits) 
seemed to have lost their in¬ 
fatuation with the Commu 
nists with the sole objective 
of fighting the Congress(I) and 
have recently preferred to 
bury the hatchet and align 
themselves with Congress(l). 

Thus if 1980 witnessed the 


. _ w 

set aside past antagonism and 
work closer, 1981 saw the 
Congress(f) and the Congress 
led by Mr A. K. Antony come 
together. 

And so Kerala will herald 
the New Year with yet another 
United Front; this time head* 
ed by Mr Karunakaran, who 
it might be remembered had 
to lay down his office in his 
earlier term as Chief Minister 
due to what later came to be 
known as the notorious Rajan 
murder case. Of course he was 
aquitted by the courts. In 1982 
the State might witness another 
election to the Assembly. 

So 1981 was after all not 
very different from several of 
the earlier years for its being 
eventless. Of course there 
were the usual liberal pro¬ 
mises on eradication of poverty 
and unemployment and re¬ 
moval of inequalities. 


THE KERALA FINANCIAL CORPORATION 

VELLAYAMBALAM, TRIVANDRUM 

Pioneers in extending term loans to Small and Medium Scale Industries in Kerala- 

Provides Financial Assistance tor Setting up of Small and Medium Scale units 
and expansion or diversification of existing units. 

Low rate of interest. 

Long repayment period. 

Initial repayment holiday for one to two years. 

Easy repayment instalments. 

Operates Special Schemes for Technician Entrepreneurs, entrepreneurs belonging to 
Scheduled Castes and Scheduled Tribes and for modernisation of selected small scale units. 

Provides Seed Capital Assistance to entrepreneurs who are unable to bring in 
the requisite promoter’s contribution. Also operates schemes to provide assistance to 
Transport Industry. 

For Details contact: 

Head Office or the District Offices of the Corporation. 
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The 1981 census declared that 
our population this year— 
1981—is 684 million. Our 
demographers, however, point 
out that three corrective fac¬ 
tors have to be taken into 
account. First, the data of 
the 1971 census was April 
1, and not March 1, whereas 
in the 1981 census it was 
March 1, so that if you com¬ 
pare really March 1, 1971 

population with March 1, 
1981 population —which you 
should do—there will be a 
difference. The second cor¬ 
rection is the increase that 
has taken place on account 
of two geographical areas 
which were not enumerated 
—Jammu and Kashmir for 
climatic reasons and Assam 
for reasons of political dis¬ 
turbance. Third, you must al¬ 
low for the normal under¬ 
enumeration ratio of census 
in all countries, which has 
been computed at 1.67 per 
cent. Allowing for these three 
factors, India’s population is 
not 684 million as the preli¬ 
minary census figures of the 
Registrar-General announces 
this year, but could be 698 
million. 

Serious Shortfall 

As against these two 
figures (684 million or 698 
million) the Sixth Plan as¬ 
sumed—both in the five-year 
period and for the fifteen- 
year perspective Plan period 
as set forth in Chapter II of 
the Sixth Plan Document— 
a population in 1981 of 672 
million. So, the Five Year Plan 
that we are in has a short¬ 
fall of anything from 12 to 
28 million persons in its base, 
which shortfall is rather se- 

^ 1982 f 


rious when estimating the per 
capita income for the Plan- 
period, the per capita invest¬ 
ment for the Plan-period, the 
need for foodgrains during 
this period, the labour force 
and their employment, the 
need for schooling, the need 
for housing, the need for 
health care, and a restruc¬ 
turing of the perspective Plan 
would be involved. 

Trimming Targets 

I have drawn the conclu¬ 
sion that as we cannot raise 
additional resources—we are, 
I think, at the moment at 
the limit of the possible 
to meet this shortfall of any¬ 
thing from 12 to 24 million 
human beings in our Plan 
programme— I think we 
should steel ourselves to the 
fact that with the resources 
which I regard at the moment 
as given for the next five- 
year period, the targets that 
we have set forth in the plan 
cannot be achieved, and we 
will have to realistically trim 
them, and in trimming them, 
both in the mid-term review 
and at the end of the Plan, 
we should not continue with 
the illusion that we have not 
reached—-that we are short 
of—the target by so much 
and so much and so on. 

The second plea that 1 
make is that given the need 
for trimming the targets, we 
should see that the impact 
of this shortfall in the formu¬ 
lation of the per capita in¬ 
come and so on, that its im¬ 
pact on the poor which is 
the majority sector is cushio¬ 
ned as far as possible, and 
that the target-trimming is 


not done at the cost of the 
provision for the poor. 

The second area for our 
review is the Plan—both the 
Five Year Plan, and the an¬ 
nual Plan. First, 1 call atten¬ 
tion to the fact that in the 
Sixth Plan we have a very 
important perspective plan 
set forth, in which first of 
all, as I said just now, the 
population projection needs 
correction. 

Second, in that perspective 
plan, 1 believe the rate 
of savings needs a second 
look—which I hope will 
be done in the Mid-Term 
Appraisal of the Plan which 
the Planning Commission un¬ 
dertakes—because it projects 
a rate of savings of 27.5 per 
cent till the end of the pers- 
pective-Plan-period, i.e., in 
1994-95, which is rather high. 

Reducing Poverty 

Third, the Plan document 
bemoans the fact that in 
spite of 30 years of planning 
and the increase in the per 
capita income of about 50 
per cent, the Plan has not 
been able to reduce the pover¬ 
ty of the country, and it 
proposes now—very speci¬ 
fic figures are given—to re¬ 
duce poverty from 48 per 
cent to 30 per cent by the end 
of the Sixth Plan and to 10 
per cent by the end of the 
Perspective Plan, ie. 1994- 
95. I hope very much that 
whatever revisions we make, 
this kind of projection of 
poverty and the diminution 
of poverty will not have to 
be modified. I have very se¬ 
rious doubts whether this can 
be done, and even here I be- 
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lieve that there will have to 
be adjustments. 

Revised estimates of finan¬ 
cial resources are now avail¬ 
able for the Sixth Plan. While 
the private sector investment 
of Rs 74,000 odd crores ifr 
maintained untouched, thfe 
funding—the financing—Of 
this private sector invest* 
ment has been made morn 
realistic both in terms of 
what can be financed by tfif 
non-financial private corpo¬ 
rate sector and the financed 
private corporate sector wh£0 
amounts to about Rs IQE$ 
crorcs a year in the Plafb 
period, which, as I have pdfl* 
ted out, is the sort of rate ^ 
which the private sector | 
actually generating savi#j$ 
and therefore »s realistic. 5 

Now, with regard to tin 
Sixth Plan, I would call 
tention to certain problem 
The first problem is that fit 
against this extraordinary 
ture of the Sixth Plan, its 
speedy formulation—I do jj$ 
think we have ever ha<j& 
Plan formulated in effect 
in six months—we have hi 
to pay the price of this spe* 
in some errors. ^ 

' ■ i"; 

Grav# Error £ 

The rather grave error 
population figures cop] 
have been avoided if thii 
had been another th|$ 
months’ waiting before tl 
Plan was put into print. Aj 
other problem is that thoig| 
we have been saying from ,Jj 
Second Plan onwards 
the planning process ^ 
begin from the grassHtf)* 
level, from the district lev* 
from the block level--# 
again and again we have 
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this here—it has not been 
possible to modify the cen¬ 
tralized process of Plan for- 
Emulation, because of the 
^me-epnstraint within which 
:be Plan has had to be for- 
nulated. 

/ The third problem that 
l would call attention to is 
he growing past and conti¬ 
nuing commitment in the 
proposed outlay of Rs 150,000 
Snores. Something like 80 per 
tent of the resources, both 
h the public sector and the 
private sector taken together, 
a for meeting past and conti¬ 
nuing commitments, and it 


is only a very wall, maigi- 
nsl amount of something like 
20 per cent which is avail¬ 
able for new projects. It is 
all right: this is not a cri- 
ticisi/i—-the first duty of any 
businessman is to ensure that 
past and continuing commit¬ 
ments are fully covered, and 
it is not right, as you find 
done sometimes in the 
public sector, not to meet the 
continuing commitments and 
to start new projects. But 
this raises the question 
whether the rather absurd dis¬ 
tinction which has been 
made—a peculiar Jnaian tech¬ 


nique—between Finn and 
non-PIan resources, and 
making one body, the Plann¬ 
ing Commission responsi¬ 
ble for Plan resources, and 
another body, the Finance 
Commission responsible for 
non-Plan resources should 
not be done away with. Peo¬ 
ple like me who have been 
dealing with both these bo¬ 
dies cannot help feeling that 
this is really one of the sour¬ 
ces of serious wastage in the 
country, and it is worth se¬ 
riously considering whe¬ 
ther the time has not come to 
revise this. 


1 have calculated that w 7 
the first two years of the 
Plan, due to inflation we t 
have lost, in effect, Rs 6000 
crores, and at this rate 
we could be losing some* 
thing like Rs 15,000 crores 
to Rs 16,000 crores a year. 

If you take the private . 
sector, it has been mentioned 
in one of the statements made 
by a Minister recently, I 
think, that there could 
be an erosion of Rs 30,000 ' 

crores. 

Then, I also feel that the 
employment programmes in 
the Sixth Plan are rather . 





The two annual Plans con- 
1 centrate essentially on infra¬ 
structure, leaving the question 
of production to the private 
sector: the production of 
goods—consumer durables 

®nd non-durables. The 
extent to which this would 
respond to the need for what 
are called * ‘essential commo¬ 
dities’* or “essential goods” 
or “mass-produced goods” 
will depend upon the market 


a serious shortfall in resour¬ 
ces. This resources shortfall, 
I am afraid, has already be¬ 
gun to result in the cut-back 
on the so-called anti-poverty 
and employment-generation 
programmes, because those 
are the programmes, in ad¬ 
dition to education, health 
and so on, which lend them¬ 
selves to rather easy cut¬ 
backs Now, I have some 
questions to ask on this. 


Bonds Scheme which was in¬ 
troduced this year just be¬ 
fore the Budget and on which 
the Budget makes some com¬ 
putations as to what re¬ 
venue would be derived from 
the Bearer Bonds Scheme. 
This is the sixth attempt that 
Government is making. 

Even before the revival 
of the scheme, the bonds 
were extremely popular— 
they were commanding a 


incentives to which the private . premium of up to Rs 500 

corporate sector responds Admin lst®r®<i,Prfc®S in the market. And 1 would 


normally, and 1 plead once 
more for every effort possible 
to expand this market so that 
the private corporate sector 
can help to meet the demand 
for essential goods. 

Erroneous Assertion 

Finally, I would call atten¬ 
tion to a point which is not 
strictly related to the Sixth 
Plan or the Annual Plan but 
which is certainly important 
—the information, the data, 
that we now have shows that 
in the latter half of the Seven¬ 
ties, from 1975 onwards, the 
terms of trade have turned 
against agriculture, but I 


First, the middle-class tax- 
rclicf--thc individual’s in¬ 
come-tax relief—which has 
been allowed: will these ad¬ 
ditional resources now in the 
hands of the middle-class peo¬ 
ple be saved and put into 
various shares, bonds and so 
on, or will it become part 
of their increasing daily con¬ 
sumption? Second, I would 
ask the same question in re¬ 
gard to the reduced fiscal le¬ 
vies on the corporate sector; 
will it be used for capital for¬ 
mation—fixed capital for¬ 
mation-investment and not 
simply for inventory build¬ 
ing? Third—what does 


give you some indices of 
spotting where black-money 
goes; these are simple ones. 

One is the velocity of circu¬ 
lation of black-money: black- 
money velocity is much faster 
than the ordinary one. Then 
the rate of return on black- 
money is much higher than 
through the other business 
transactions. Then the taxable 
value of transactions under¬ 
taken by black-money is al¬ 
ways much lower. And the 
simplest means of recognis¬ 
ing black-money is when the 
price of gold, silver and real 
estate rise much faster than 
the general price level in- 


all attempts, both of the pri* 
vate sector and of the Govern¬ 
ment, directed towards im¬ 
proving the economy. Very 
reluctantly, in spite ofthe dis¬ 
ruption that it might cause, 
I have come to the conclu¬ 
sion that we should seriously 
consider demonetisation, 
which is the only means of 
clearing the air. 

Wrong Phras® 

“Black-money” is a wrong 
phrase, it has racist overtones* 
That is why I would prefer tp 
call it ‘unaccounted money:’ 
instead of ‘black’ or ‘white^. 
I think that the misleading 
thing is—you all know, thfe 
business people—that pro¬ 
bably only 20 to 30 or $IJ 
per cent of the unaccounted 
money sector is in actualcat$ 
the other is not in cash*- 
it is in various forms~^r®| 
esiate* goods and services rk^ 
so on. yt| 

The final part of this thirl 
section on ‘Fiscal Policy*deaf 
with the deficits which haye$ 
serious relation to the 
issue, which I have dealt will 
in the next section—‘Prite<S|j 
If you take the States Bud|p 
deficits—the States’ and <4 


would call attention to the 
fact that the data shows that 
it has not turned in favour 
of industry. This is what most 
people, including Members of 
Parliament, keep saying— 
that it has turned in favour of 
industry. But curiously en¬ 
ough, while it has not turned 
in favour of industry, it has 
turned in favour of trade; 
hotels, restaurants, and tou¬ 
rism. 

Then I turn to the third 
sector o f the economy—fiscal 
policy. The 1981-82 Bud¬ 
get took a calculated risk 
which I define as the “risk 
of cutting back on resources”, 
cutting back on tax-income at 


not appear in the Budget but 
is pari of the fiscal policy— 
I would refer to the raising 
of administered prices both 
before the Budget and what 
has taken place seriously 
after the Budget: while on the 
one hand the raising of prices 
as a means of rationing scarce 
commodities is perfectly nor¬ 
mal and understandable, the 
question of the extent to 
which such rise in adminis¬ 
tered prices without expan¬ 
sion of the market would fuel 
inflation is something to 
which I would draw at¬ 
tention. 

Now the last but one sec¬ 
tion of this area refers to the 


No Sanction 

The success of any scheme 
depends upon the sanctions 
behind it. There is really no 
sanction behind the Bearer 
Bonds Scheme. Ido hope that 
Mr Venkataraman gets his 
Rs 1000 crores. But I would 
call attentton to the fact that 
really we have reached a 
stage—1 don’t know whether 
you will agree with me— 
when unaccounted money is 
a serious impediment for 
the functioning of the eco¬ 
nomy; for the functioning of 
the legitimate business-houses, 
and it is throwing out of gear 


Central Government defipip 
then you find Rs 5000 crp'i$ 
deficit budget allowed fo£ |f 
Sixth Plan is practically | 
taken up now. In the fit* 
two years of the Pfaqr 
we have reached Rs 4$ 
crores. ; J 

There is a distinction w 
ween deficit budgeting 
deficit financing, which }i 
rather important from t| 
point of view of business &$ 
industry. Deficit financings 
much more serious, bec$i|; 
last year it was Rs $j| 
crores. Deficit financing meat 
what Government borrof 
from the Reserve Bank and f 
cash reserve and so on, an 
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financial organisations 
to see your project 
through. 

We are responsible 
organisation dedicated 
to expanding and 
developing medium 
and large scale 
industries in West 
Bengal. 

WBIDC— 

the industrial growth 
catalyst in West 
Bengal . 



f Are you planning a new 
Industry or expanding 
your existing one ? 
Come to us, we have 
prepared ourselves to 
meet the stiff challenge 
of helping you to 
execute your plans and 
to respond sincerely 
and readily to solve the 
various problems from 
start to finish of your 
project. 

We not only help >, 
you in identifying . 
the project idea for \ 
you, but also offer you 
various attractive 
State and Central Govt, 
incentives. Term loans 
and other financial 
assistance. We can . : 
liaise with allied 
promotional and 
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Industrial Development 
Corporation Ltd., 

23A, Netaji Subhas Road 
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Phone : 22-8385 (5 lines) 
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tfcere it is just mounting up— 
Rs 2937 crores in 1977-78, 
^Rs 4295 crores in J 979-80 
and last year Rs 6522 crores. 
It all indicates that it is con¬ 
tinuing at this rate, and it is 
this that affects rather than 
the small deficit financing of 
the States sector. 

In view of the disagreement 
between the Government and 
Others, J have tiicd to ‘nail 
down’ statistically what all of 
us, both the present Govern¬ 
ment and all of us, agree 
upon. In two years, 1980-81 
and 1979-80—1979-80 is the 
acred year for us because 
hat is the year’s prices in 
which the Sixth Plan was 
formulated -that is since 
the Plan was formulated, a 
35 per cent rise in prices has 
taken place, and there is no 
quarrel oil this. We used to 
quarrel in Parliament on the 
point to point prices versus 
annual or monthly average 
prices. 

A Forecast 

Now I have given you all 
those estimates. If you take 
the point to point or monthly 
or annual average, a 35 per 
cenl rise has taken place and 
to that we should now add 
a rise of 7.8 per cent which 
has taken place in the first 
six months of this year, which 
brings us somewhere to 42 
to 43 per cent. My forecast 
is that this year we will end 
the year with a rise of JO to 
12 per cent in prices, and 
1 emphasise the point that we 
seem to be caught in a sort of 
spiral. 

The point has been made 
that inflation has now slowed 
down, but I think that we 
should recognise the point 
that the 7.8 per cent is on top 
of that 35 to 38 per cent—this 
is a serious thing. I have also 
called attention to the fact 
that in all these calculations 





which are made here and on 
which we are basing oursel¬ 
ves, we tend to forget or 
assume the non-existence of 
the black sector. Many of 
the prices that we are using 
in our wholesale price in¬ 
dex: many of the commodi¬ 
ties are simply not available 
in the regular market at the 
established prices and you 
have to go to the black mar¬ 
ket and pay black money for 


it. This is not taken into con¬ 
sideration at all, which dis¬ 
torts the price indices that 
we use. 

Then I go on to indicate 
what I believe to be the cau¬ 
ses of inflation -the trinity— 
which you are familiar with. 
First, 1 put on top specula¬ 
tion, hoarding a ml poor 
management. I call attention 
to the scandalous fact that 
in spite of the so-called bum¬ 


per agricultural foodgrains 
crop last year—1980*81—,we 
still had a rise in food prices 
of 12 to 15 per cent, only due 
to this factor-speculation 
factor, hoarding factor, and 
even more the poor manage¬ 
ment of the so-called public 
distribution system. The se* 
corn! cause is the high liqui¬ 
dity of the economy. I have 
given you the figures, and 
T have said hat the mam 


** Discover your religious heritage in 

UJARAT 



Dwarka, Somnath, Palitana, 
«tail^u^^^Girnar, Juma Masjid, 

Sarkhej Roza and Fire Temple at Udwada. 

Here the message of different 
religions is carved on stones... 
etched in shrines...kept alive. 

Other pilgrimage centres include: 

Dakor, Shamlaji. Ambaji, Taranga, 

Hatheesing Temple, Sidi Saiyad s Mosque, 
Rani Rupmati’s Mosque, Roza of Shah AlanV 
Efficient State Transport Services connect 
all these centres ana most of them are also 
connected by rail. Accommodation and 
catering facilities are available at all these 
places. 

Gujarat—every pilgrim's destination 
|Fbr further information contact: 

BTourist Information Bureau 
nH. K. House, Behind Jivabhai Chambers,Off Ashram Road 
^ ' Abmedabad 380 009 Telephone: 449683 
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cause of the liquidity is not 
Credit to the commercial sec¬ 
tor—which I have seen, in 
some analysis made by 
Government- but it is really 
the large RBI credit to 
the Government resulting in 
what is called deficit finan- 
icing, and it is there that res¬ 
triction should take place and 
hot in food credit or non-food 
credit to the commercial 
: sector. 


mes undertaken by Govern¬ 
ment against this impinging of 
poverty : the National Rural 
Employment Programme, 
Scheduled Caste/Scheduled 
Tribe Programme, the Inte¬ 
gral Rural Development 
Programme, the Minimum 
Needs Programme, and the 
very weak redistribution pro¬ 
gramme of assets. The first 
effect of inflation is on the 
poor. The second major fac¬ 


to 9.5 million tonnes because 
of the very low buffer stock 
situation. We had 5 million 
tonnes of wheat and 8 mil¬ 
lion tonnes of rice, and at 
this rate, by March we would 
have very little of wheat left, 
and therefore, and this is the 
main justification, we have 
had to import 1.5 million 
tonnes of wheat, and I believe 
there will have to be more 
imports. 


export of one tonne df 
rice the equivalent of two 
tonnes of wheat. In they 
latest review of our eco¬ 
nomy by the World Bank 
which has now been made 
available to us, the World 
Bank disagrees with this po¬ 
licy of exporting rice, because 
they feel that more export of 
rice would mean increasing 
subsidy through increased 
support price of rice, and 


;■ And here I have indicated 
land those of you who have 
■applied 'your mind to it will 
iagrcc “ that the RBI which is 
[issuing the Cash-Reserve 
[Ratio-the CRR—instrument 
14 s using the wrong instrument 
las far as the inflationary 
jjeontrol is concerned, in mak¬ 
ing available resources for 
ffhe production sector. 1 have 
Indicated that it should use 

S e statutory liquidity ratio 
ther than the Cash Reserve 
$iatio instrument. 

j, Cost-Push Factor 

| Finally, I call attention to 
ijte cost-push factor, which 
m adding to the inflationary 
forces—the nine increases in 
Administered and other pri- 
$fes: railways, petroleum pro¬ 
jects, textiles, steel, cement, 
ioal, paper, drugs and, I 
jjliink except sugarcane, all 
Stricultural support prices. I 

I attention to the fact that 
is a very serious factor- 
one of my colleagues who 
there regards this as the 
or factor—for the infla- 
lary situation, and again, 
►lead, for expanding the 
ket, so that the unit cost 
the higher administered 
es over a larger sale will 
be large, 

ow the effects of infla- 
, I have pointed out, are 
fly as follows. First, a 
serious impact on the 
:rty sector. Then the 
ous corrective program- 


tor—I am not dealing with 
other effects -is that 1 
believe we have reached now 
a stage where we are build¬ 
ing, as a result of inflation, 
obsolescence into our indus¬ 
try. 1 think you can have an 
increase of growth this year 
in industry; I think you can 
have an increase in crops and 
so on, but so far as the follow¬ 
ing two or three years are 
concerned- I . have pleaded 
for using the inflation accoun- 
ting system which is being 
used in all other countries 
that are facing a similar in¬ 
flation problem to see that 
we are not really priced out 
of the domestic and the for¬ 
eign market because of the 
inflationary situation. 

Adjustment Needed 

The foodgrain crops for 
1980-81, the latest figure for 
which as supplied by the 
Ministry of Agriculture is 
that it will not be 131 million 
tonnes as expected earlier, 
but 129 million tonnes, which 
means that certain adjust¬ 
ments will have to be made to 
the 1980-81 percent increase 
in agriculture and in the eco¬ 
nomy. 

The rabi wheat procurement 
ended in a fiasco. Wc fixed 
the rather high procurement 
target of 9.5 million tonnes 
as against the previous year's 
5 million tonnes—in the years 
before it was 5 to 6 million 
tonnes. Now we went up 
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Emotional Talk 

The buffer stock that we 
built up.22 million ton¬ 

nes—which was very very 
high was the result not 
of an increased production, 
but it was the result of impor¬ 
ting 22 million tonnes of 
wheat in the years 1973 to 
1976. This we must not lose 
sight of when we talk rather 
emotionally against the 
current import of wheat 
of 1.5 million tonnes. Se¬ 
cond, we should note 
that the wheat output in 
India has begun to stagnate 
and slow down, whereas the 
wheat-eating population is 
increasing. Third, 1 call 
attention to the mistakes that 
we made—unfortunate mis¬ 
takes that we made—in pro¬ 
curement policy of various 
kinds which really led large 
producers and large farmers 
and traders to take advanta¬ 
ges of Government’s policies 
and hold back supplies. 

Fourth, I call attention to 
the fact that we should export 
rice, not as a means of earn¬ 
ing foreign exchange, but as 
a means of importing wheat of 
which we will not have en¬ 
ough, and I call attention to 
the fact that whereas in the 
production of rice we have a 
comparative advantage, in 
the production of wheat we 
do not have it. 

I # have tried to show that 
we should really get for the 
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that would add to the infla¬ 
tionary forces. I do not be¬ 
lieve that this analysis is cor¬ 
rect. If the policies followed 
lead to increase in the produc¬ 
tion of rice, then the infla¬ 
tionary forces would be held 
in check. 

Cotton has a long and 
tortuous history. We should 
try and devise a more reliable 
forecasting mechanism to 
forecast as to what will be 
the crop, what are the stocks, 
and what should be the ex¬ 
ports so that wc will have a 
more reliable basis both for 
the farmers and for the textile 
industry. 

Large Gap 

With regard to sugarcane, 
there is a wide gap between the 
selling price for sugarcane 
and the statutory price 
which remained static for 
the last many years and 
now it is Rs 130 per tonne, 
whereas it is being sold at 
between Rs 250 per tonne in 
UP to Rs 300 per tonne in 
Maharashtra at the urging of 
the State Government. There 
is therefore anything like 
a double or two and a half 
times gap between the statu¬ 
tory price for sugarcane and 
what the mills are actually 
paying. Now, should we close 
this gap? We should not close 
the gap, because if you close 
the gap you will have to raise 
the levy price and I am not 
prepared to pay that price. 

JANUARY 22^ 
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the Indian Sugar Mills Asso¬ 


ciation which disagrees with 
$his conclusion, and pointsi 
out that the statutory price 
will have to be raised and the 
gap will have to be closed to 
some extent at least; other¬ 
wise, the mills will be saddled 
with the impossible position 
of having to pay a high price 
for much large sugarcane 
which we all agree is in the 
region of 185 million tons 
this year, which will result in 
the serious problem of ar¬ 
rears to the sugarcane gro¬ 
wers as the one which we 

faced in 1977 and early 1978. 

Then T refer to the jute 
crop, which is good, where the 
jute farmers have been facing 
a problem of price support 
and so on, and the RBJ 

and the Government have 
had to intervene, and even 

so I compare the jute farmers 
and our cotton growers and 


disadvantage. 

Finally, I refer to the irri¬ 
gation situation in the coun¬ 
try and I call attention to the 
increasingly stalemated inter¬ 
state disputes which are hold¬ 
ing up both irrigation and 
power projects, and the con¬ 
tinuing increasing losses on 
low irrigation charges, and 
the comparative neglect of 
dry farming. 

fn the first five months 
of 1981 the overall manu¬ 
facturing industry growth was 
of the order of 10 per cent 
and I forecast that this year, 
1981-82, it will be somewhere 
between 8 and 10 per cent 
as the overall industrial 
growth rate. 

The continuing poor per¬ 
formance of the public sec¬ 
tor is due to the low capacity 
use, which is due in some 
cases to the defective feasi¬ 
bility and engineering stu¬ 


dies on which they are based 
and which is due to the low 
administered prices, due to 
the policies of some of the 
Government Departments 
which empty the order books 
of some units, due to the lack 
of functional autonomy and 
the interference of the Minis¬ 
tries in the day-to-day affairs 
of the public sector units 
which creates conditions in 
which they will not be able 
to function, and the low pay 
of the managers. You will be 
surprised at the high calibre 
of the managers in the public 
sector companies in spite of 
their very low emoluments 
as compared to the managers 
in the private sector. 

With regard to the private 
corporate sector, 1 call at¬ 
tention to four factors, hirst, 
the corporate sector is, last 
year and this year, doing well 
in terms of sale, in terms of 
assets formation, in terms of 


profits and dividends. Second, 
the private sector is grow¬ 
ing faster than the national 
economy growth. Third, 
there is a trend for increasing 
concentration in the private 
sector. Fourth, the rate of 
gross and net asset formation 
is higher in large companies 
than it is in small and medium, 
companies, because the 
larger companies have a 
lower lax burden; they have 
a lower manufacturing cost 
and they also have a higher 
and better cushion lor in¬ 
ventories. Then 1 call atten¬ 
tion to the growing sickness 
in both the public and pri¬ 
vate sectors. In this there h 
no d'stinction between the 
public sector and the pri* 
vale sector, nor bet weed 
large-scale and medium-scale 
industries: all arc the 

same, and sickness is noflf 
general. 

The depressing fact is that 
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THE METTUR CHEMICAL AND INDUSTRIAL 
CORPORATION LIMITED 

METTUR DAM-636 402 (TAMIL NADU) 

Large Scale Manufacturers of 
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Caustic Soda (Commercial 
and Rayon Grade : Lye, 
Solid and Flakes) 

Stable Bleaching Powder 
Liquid Chlorine 
Hydrochloric Acid 
Potassium Chlorate 
Calcium Chloride 


Sulphate of Alumina 
Methyl Chloride 
Methylene Chloride 
Carbon Tetrachloride 
Chloroform 
Ethyl Silicate-40 
Silicon Tetra Chloride 
Chlorinated Paraffin Wax 
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SICOM has the experience. 


In a little over four years since 
technocrats came to be looked upon 
as entrepreneurs capable of big 
things, SICOM has enabled 84 such 
experts to come together. The result 
has been 44 medium/large-scale 
industrial projects with an investment 
of little over Rs. 24 crores—all in 
Maharashtra's developing areas. 

This investment has been in diverse 
type of industry: from art silk and 
electronic components to citric acid 
and leather cloth. 

As ah agent for IDBI's Seed Capital 
Scheme, SICOM takes the onus of 
Advancing this seed as soon as the 


<*■ 


project soil needs it—no waiting for 
weather gods! In fact, SICOM liaises 
with IDBI on behalf of the technocrat 
entrepreneurs with a tenacity 
characteristic of a promoter himself. 

The same fei voui marks SICOM's 
approach in respect of the other 
assistance it offers- Central Subsidy, 
State Government's Package Scheme 
of Incentives, liberal term loans at 
concessional rates, equity contribution, 
if needed, escort through intimate 
co-ordmahon with infrastructural 
organisations etc. And, if after having 
gone into production, you need 
marketing support, SICOM puts its best 


foot forward to secure you preference 
in official purchase programmes. 


Hence, if you aro one with the 
technical know-how. try our track 
record of successfully committing 
technocrats to industry Try us for the 
variety of finance and diverse escort 
offered for your industrial venture 
into Maharashtra's developing regions. 

Write to us or contact: 



Deputy General Manager (BSD) 


Nirmai, Nariman Point, Bombay 400 021 
Tel: 233018 • Telex: 011*3066 
Offices also at Ahmadnager, Aurangabad. 
Kolhapur, Nagpur, Nashik and New Delhi 

•Mentort tadwaUCatilya 
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tion, either in the public sec¬ 
tor or in the private sector, 
to this serious disease, and 
\ have expressed very seri¬ 
ous doubts about the efli- 
cacity of the latest circular 
that has emanated from the 
Industry Ministry for deal¬ 
ing with sickness. I charac¬ 
terise it as one of the unhelp¬ 
ful efforts of bureaucracy. It 
is not going to solve or lead 
to any amelioration in sick¬ 
ness. I have traced briefly 
why this will further delay 
attempts to meet the situation. 


In steel, there is a declin¬ 
ing supply problem. It seems 
^ -according to the latest 
information—that it has 
slightly improved: I hope it 
continues. Then 1 call atten¬ 


tion to the pricing -the rise. 
In this case, there is a rise in 
the prices of steel; it means 
that the user industries are 
paying what they were pay¬ 
ing anyway in the black-mar¬ 
ket. Now the black-markct 
has been to some extent held 
down, the only question 
which I have raised is whether 
the retention price increase 
comes at the right time. 1 
have suggested that it may be 
withdrawn now because of the 
glut in regard to steel. 


Need for Expansion 

With regard to machine 
tools, there is need here for 
expansion of this sector and 
diversification. 

I also refer to the soda ash 
industry, and 1 have sugges¬ 
ted that the case for conti¬ 
nuing imports is clearly 
established on the basis of 
the data available. 

So far as production and 
employment arc concerned, 
the dyestuff industry should 
be removed from the reserved 
list of small-scale industries. 

With regard to drugs, I 


light of the situation in re¬ 
gard to pricing and other 
problems emanating from the 
multinational corpora* ions’ 
actions there should be more 
of activity in. this area in the 
small-scale sector and the 
1DPL which is engaging in 
research but in which it should 
move forward aggressively, 
using relevant high technology 
which it should purchase out¬ 
right. 

Electronics Industry 

I commend the Budget con¬ 
cessions given for promoting 
the electronics industry, 1 
have pointed out that these 
by themselves—the budgetary 
concessions that have been 
given in this year's Budget— 
will not promote this indus¬ 
try unless there is more soft¬ 
ware promotion and supple¬ 
mentary research including 
outright purchase in some 
cases of technology as a sup¬ 
plement to the budgetary 
concessions. 

As for cement. South Korea 
is actually expanding its 
capacity in order to meet 
India’s import demands. 
Though we keep on saying 
“short-term'’, “short -term” 
actually we go on importing 
cement year after year. This 
is now the fourth year going. 
I call attention to the mar¬ 
ket difference between Hie 
control price of cement and 
the black-market price of 
cement: the black-market 
price is four to five times the 
control price. I have sugges¬ 
ted the means of correction 
and stressed the need for 
modernisation of the cement 
industry. 

I refer to the sugar indus¬ 
try—the fluctuation in esti¬ 
mates that we face, and the 
declining price situation. 
It is explained to some extent 
by the 70 per cent weightage 


tSi decline in the rate 
of inflation. 

I turn to the carpet back¬ 
ing industry where the crisis 
has been met by short-term 
action by Government and 
by the Reserve Bank, and 1 
plead for a modernisation 
programme to which no at¬ 
tention seems to have been 
given, whereas this is the 
real answer. 

Ill the fertiliser industry a 
serious situation of declining 
production, falling capacity 
use and a reduction in the 
rale of offtake of fertilisers 
has arisen. 

As for the textile industry, 

1 have called attention to a 
number of problems and the 
unsatisfactory nature of 
the textile policy formulated, 
which does not deal with real 
problems of modernisation, 
and the proposal to freeze 
the corporate sector in textile 
industry which is no service 
to anybody. There are other 
problems. Finally, I call at¬ 
tention to the good perfor¬ 
mance of the small-scale sec¬ 
tor, except for sickness prob¬ 
lem that I referred to earlier. 

Slogging Railways 

The railways are improv¬ 
ing so slowly that the impro¬ 
vement is not visible really. 
The question in regard to 
railways is of the continuous, 
for four years running, rise 
in rates and fares. Is this be¬ 
cause of inflated cost or their 
inefficiency? I have pleaded— 
1 have done in Parliament— 
for further resources being 
provided to the railways; 
otherwise, wc will face the 
kind of situation that we face 
today: increasingly worsen¬ 
ing position in thctranspoit of 
goods and services and all 
the accidents involved. 

It seems that availability 
of coal in quantitative term 
has improved, but we have 


two problems: one of trans¬ 
port bottlenecks, which are 
still there, and the second pro¬ 
blem is that while the quan¬ 
tity is increasing the quality 
is declining. The metallurgical 
industries are not able to use 
the increasing amount of coal, 
and there is need for more 
investment in underground 
mines. 


Power Situation 

With regard to the power 
situation, we have received 
such conflicting reports from 
the Ministries concerned, 
and from the State electri¬ 
city boards, that I find it 
difficult to believe what is put 
out by the Slate electricity 
board’ . 1 think the latest re¬ 
view that we have from the 
Finance Ministry and the 
latest figures for the last two 
months show that there is a 
shortfall in the last two years 

a very serious shortfall— 
and this shortfall will not 
be made up in the Sixth Plan. 
Therefore, wc will have now 
to allow for shortfall in power, 
which underlines the plea cn* 
tered into by the Chairman 
in his opening remarks, as 
to whether there is here a 
case for selective opening of 
this area to the private sec¬ 
tor in order that production 
is not held back. 

In order to ensure that the 
rabi crop doest not fall we 
have had to cut back on 
power supplies to industries 
and others, as for instance ip 
Punjab, Haryana, UP and 
so on. Now, if this is the 
kind of situation that we art 
going to face in a good year, 
then 1 think the plea made by 
the Chairman requires to be 
seriously looked into. 

With regard to crude, i 
have pointed out that there if 
an absence of policy cxcepi 
to go on increasing our extrac* 
tion of crude. Here I have 
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ana lecnnoiogy wmcn 1 
nave seen and which has been 
updated: the latest decision 
of Government is to estab¬ 
lish one pilot demonstra¬ 
tion plant in each district of 
the country, hoping that in 


wouia be covered, i trunk 
that this could be the beginn¬ 
ings of a National Energy 
Policy, and t plead for a 
reduction in our consump¬ 
tion of commercial energy 
which we cannot afford. 


investment in certain items m 
1970-80 and a rise in the 
following year, 1980-81, less so 
in the case of savings, and to 
the fact that the Planning 
Commission and the Govern¬ 
ment expect this trend of in- 


Hindufitam Fertilizer Corporation 
—a Its. 500 croro dedication to 
the farmers, —geared to produce 
more than one million tonnes 
of fertilizer annualiy in the form 
of Ammonium Sulphate, Urea 
and complex ferphzers, Hindus¬ 
tan Fertiliser Corporation came 
into existence in April*1978, 


The Corporation has three Units 
at Namrup (Assam), Duryapjur 
(West Bengal) and Barauni 
(Bihar), Besides, a project at 
Haidia (West Bengal) is in an 
advanced stage of completion. 
On completion of the Haicha 
project HFC will also be 
producing Methanol and Soda 
Ash, two important basic 
chcmtGols tor the industry. 
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creased savings and increas¬ 
ed investment to continue 
t in 1981-82. One clement 
explaining the high rate of 
savings and investment and 
this kind of levels of economic 
and industrial growth is that 
the investment figure that wc 
give comprises two parts—-it 
comprises the inventory part, 
and it comprises the fixed 
asset formation part: I have 
given you some figures. If we 
deduct over a period of time 
—not for this year or last 
year, but over the last four 
years- if we deduct the inven¬ 
tory part, the inventories that 
Jare held—then we arrive at a 
rate of investment, not of 22 
to 23 per cent, but of 13 to 15 
per cent, which is on all fours 
with the rate at which our eco¬ 
nomy and industry arc growing. 

Now 1 call your attention to 
the fact that inventoiy build¬ 
ing is itself a function of our 
inflationary situation: it is a 
hedge against inflation. Also 
it anybody produces more, 
with our limited domestic 
market, it simply adds to the 
stocks. Therefore, there is an 
incentive nor to produce, be¬ 
cause if you produce more, 
you only increase your stocks. 

Inward Remittances 

Our inward remittances are 
still booming, and probably 
this year it will be Rs 5000 
crores. The only sector last 
year which has saved more is 
the domestic sector, but even 
there, the household sector 
has declined- Public sector 
savings have declined, and the 
domestic private corporate 
sector has slightly increased, 
and it is good. The kind of 
fluctuations that you have in 
the market is not conducive 
to orderly growth. There is a 
heartening increase in the 
capital market activities. April 
to June quarter: the raising 
of Rs 380 to Rs 400 crores in 


convertible bonds is a very 
good thing. There are also 
several long-term issues raised 
by this development. 

If certain policies are fol¬ 
lowed, the trade deficit—not 
the balance of trade—could be 
halved, to anything between 
Rs 2500 to Rs 3000 crores. 
I have pleaded for a revision 
of the import policy. The 
Government have already an¬ 
nounced the other day that 
they are going in for selective 
reduction. 

Review Needed 

This is not what I meant. 
Selective reduction is al¬ 
ready taking place anyway, 
i.e. reduction in crude is 
taking place, because wc are 
producing more: sugar which 
we do not propose to import, 
etc. This is not the kind of 
tiling that 1 meant. 1 think 
what one requires is really to 
review the liberal import 
policy in i elation to trade de¬ 
ficit. 

In regard to the total area 
of our exports, I have sug¬ 
gested the need for stream¬ 
lining of our industrial licens¬ 
ing procedures which are now 
acting as a drag, in fact a 
strangulation, on production 
both in the private sector and 
in the public sector. There 
has to be a cut in the power 
of the bureaucracy. Every¬ 
thing possible should be done 
to make our industries more 
cost competitive than they 
arc now, and the private 
sector the industry represen¬ 
tatives themselves through 
the Chambers of Commerce- 
should monitor the quality of 
our exports because that is 
becoming a serious problem. 
We should freely ; mport 
updated foreign technology 
and adapt it on the Japanese 
stripping process base. 

Now for the IMF loan 


issue. I have two basic ques¬ 
tions there: first, is there 
need for a loan? I think that 
if we go on with the present 
system of monetary policy 
and the suggested production 
and foreign, trade policy, wc 
will need the loan. The 
second question is: what are 
the IMF conditions for the 
loan? So the details are now 
available and what was sus¬ 
pected is now seen to be true. 
There are conditions like the 
rate of economic growth, fiscal 
policies, monetary and credit 
policy, liberal import policy, 
capital import policy and so 
on—a number of conditions 
are there. I believe that many 
of these things wc need in our 
own interest. I have not 
touched other aieas, but I 
believe that these decisions 
that we take we take on our 
own, that we must not be put 
in a position where wc sit with a 
foreigner and review these sen¬ 
sitive areas of the economy. 

A Warning 

May I say, as a Member 
of Parliament, that a number 
of things revealed in this 
memorandum arc not even 
known to Members of Parlia¬ 
ment or to the Consultative 
Committee of the Planning or 
Finance Ministries. In regard 
to future directions, I believe 
that the right solution is to 
treat our economy as some¬ 
thing sacred, and its regula¬ 
tion should be maintained 
within this country and so 
regulate the economy and our 
balance of payments as to use 
less than 1/3 of the IMF loan. 

Employment exchanges show 
a 13 per cent increase in 
job-seekers. Last year—1980 
—the number of job-scekers 
was 14.43 millions and in 
January 1981 the number 
went up to 16.2 million. 
These are the only figures that 
wc have. Then there is a 
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hint contained in various 
Government publications and 
the statements in Parliament 
that rural unemployment is on 
the increase and the various 
programmes which have been 
devised, IREP, NREP, KVIC, 
rural roads and rural god owns 
programme and so on—all 
these things have various 
bottlenecks which arc holding 
up the progress. 

The other day I was talking 
to some trade unions. The 
statistics which I have do not 
show the real situation with 
regard to industrial unrest;: 
The industries which have no k 
strikes or lock-outs include a 
numbu* where there is a 
serious industrial labour unrest 

Corrective Action 

To sum up: for this year,' 
nnd the next year, inflation i$ j 
still with us. Its effect on thef 
poor majority and its effect; 
on manufacturing industry—* 
of obsolescence—need to be 
taken into account and correc¬ 
tive action taken. Second*; 
I think that the Plan targets—' 
both annual and Five Year—^ 
have to be reduced in th$; 
light of the increased popu* 
lation which we now know- 
about, and the erosion of out; 
resources. There is no use 
going on pretending that w$; 
have turned the cornet. 
Third, I think that the indus* 
trial growth for this year will 
be the 8 to 10 per cent, but 
there is, I think, no basis for 
continuation of this unless 
certain corrective measures' 
arc taken. I call attention^ 
here to the long-term risks 
that our industries face** 
Finally, my fourth concern 
would be about the need to ; 
revise our import-export policjT 
in order to halve, at least 
this year, our trade deficit. 

This is an edited version of the 
remarks made at the ASSOCHAM 
mid-yea r review in November 198], 
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WELCOMGROUP’s Reservacom-H 

From north to south, to western shore- 
just call and we shall serve. 



RESERMCOM-H 

The Instant Reservation 
Service of Y\fek:orngroup 


Call at any of these numbers, for a reservation ar any Welcoingroup hotel 


CALCUTTA 

249566 

Coimbatore 

25508 

Jaipur 

78771 

BOMBAY 

220923 

Gauhati 

27542 

Jodhpur 
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DELHI 

374127 
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2530 

Kanpur 

6*301 
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Guntur 

20765 
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79568 
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221616 
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22067 
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8241 
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72699 
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576661 

Jammu 
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Economy Forges Ahead 


The Government has issued 
the following assessment of its 
own economic performance, 
which we reprint in full. It is 
certainly comprehensive and 
succinct, but-quite under¬ 
standably- some inconvenient 
facts and figures have not been 
' mentioned, such as the fall in 
foreign exchange reserves. 

Thi i.atkst performance trends 
on the economic front in 
‘Jfhe country during the year 
point to distinct recovery and 
growth in the national eco¬ 
nomy, raising hopes of conti¬ 
nued improvement in the com¬ 
ing months. 

The highlights of perfor¬ 
mance are listed below : 

• (a) An estimated foodgrains 

production of over 133 million 
tonnes (for the 1981-82 crop 
year). 

(b) A 10 per cent rise in in¬ 
dustrial production in 1081-82, 
over and above the four pei 

► cent rise rccoided last year. 

‘ This compares with a negative 
growth rate of minus 1.4 per 
cent in 1979-80. 

(c) Substantially greater 
utilisation of existing capacity 
in several key industries, such 
as steel, petroleum products, 
fertilisers, cement, cic. 

(d) A notable decline in in¬ 
flation rate to aroui d eight per 
cent, as against 22 per cent in 
1979. With this, India has be¬ 
come one of the few count: Ls, 
both among developed and 
developing countries, which 
have successfully brought in¬ 
flation to single digit rate. 

(e) A substantially higher 
performance in the key infras¬ 
tructural sectors, viz, power, 
coal, steel and transport 
sectors. 

ai^al number 1982 


(f) A relatively better per¬ 
formance by the public sec¬ 
tor enterprises, indicating a 
trend towards greater produc¬ 
tion levels and efficiency. 

(g) An improved investment 
climate. 

(h) A 20 per cent step-up 
in Plan oullay to Rs 174,790 
million for 1981-82. 

Qualitative Change 

This qualitative change for 
the belter in the country’s 
economic situation is in sharp 
contrast with the position 
obtained two years ago. The 
economic situation at the 
beginning of 1980 was extre¬ 
mely difficult. Against this 
background, an assessment of 
the ground covered in the two 
years, 1980 and 1981 shows 
that foodgrains production at 
109 million tonnes in 1979, 
was one of the lowest in recent 
years. In 1980, foodgrains 
production in the country rose 
to 130 million tonnes, a rise 
of about 20 per cent. In 1981 
(Crop Year 1981-82) produc¬ 
tion is expected to rise to a 
further higher level of over 
133 million tonnes which, 
when achieved, would be the 
highest ever production level. 

Likewise sugar situation 
showed remarkable improve¬ 
ment due to effective supply 
management and due to the ex¬ 
pected bumper sugarcane crop 
in the 1981-82 sugar season. 
Tnis has already brought about 
a significant deceleration in 
the prices of sugar, khandsari 
and gur group during the last 
several months. The festival 
season this year passed off 
without generating much price 
rise in this regard. With a 
bumper sugar production of 
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about6.7milIion tonnes, in the 
1981-82 season, in the offing, 
it should be possible not only 
to meet the requirement s of 
levy sugar for the public dis¬ 
tribution system at fixed pri¬ 
ces but also to continue ade¬ 
quate release of free sale sugar, 
it should also be possible to 
build up an adequate buffer 
stock of sugar during the cur¬ 
rent sugar season. 

As regards industrial growth 
the year 1979-80 was a year 
of minus growth (minus 1.4 
percent). As against this in 
1981-82, a further 10 per cent 
rise over and above the 1980- 
81 level is under realisation. 
A number of industries regis¬ 
tered growth rates of above 25 
per cent, e.g. steel, crude pet¬ 
ti oleum, nitrogenous fertiliser, 
sugar, mopeds and scoote- 
rettes, bicycles, commercial 
vehicles, railway wagons, 
machine tools, agricultural 
tractors, newsprint, etc; seve¬ 
ral others showed growth 
ranging between 10 and 25 
per cent, e.g. coal, aluminium, 
petroleum products, cement, 
vanaspati, sulpha drugs, peni¬ 
cillin, jeeps, soda ash, caustic 
soda, salt and domestic refrige¬ 
rators. 

Growth Rate 

Against a decline in Gross 
National Product of 4.5 per 
cent in 1979, a plus 7 per cent 
growth rate was achieved in 
1980. For 1981, about four 
per cent rise is expected. 

Performance of the public 
sector Undertakings showed 
improvement during the year. 
Industrial groups in the pub¬ 
lic sector which have shown 
notable increases arc steel, 
coal, petroleum, chemicals and 


fertilisers, heavy engineering 
medium and light engineering 
and consumer goods. 

Infrastructure 

The performance of key 
infrastructural sector was 
substantially higher in 1981. 
The facts in this icgard are: 

(a) Power generation during 
January-Novcmber 1981 total¬ 
led 110,135 million units, 
nearly 12 per cent higher than 
in 1980. Significant increase 
in power generation in thermal 
sector point to the successful 
management in this key area. 

(b) Coal production in Jan¬ 
uary-November at 111 million 
tonnes was higher by 12.5 per 
cent over the corresponding 
period in 1980. In 1979 (Jan- 
uary-November) production 
was as low as 94.1 million 
tonnes. Coal production 
which has been stagnant at 
mound 105 million tonnes for 
quite some time has now been 
organised to achieve substan¬ 
tially higher output. The tar¬ 
get of 121 million tonnes for 
1981-82 fixed earlier has been 
revised upwards to 124 million 
tonnes which is within the 
reach. 

(c) The output of saleable 
steel estimated at 6.8S million 
tonnes is higher by 15 per cent 
over 1980. 

(d) Freight Traffic- The 
performance of the lailways 
in April-October shows that 
122.84 million tonnes of reve¬ 
nue earning freight traffic was 
moved, over 17 percent higher 
than in 1980. The target of 
215 million tonnes envisaged 
for 1981-82 is under realisa¬ 
tion. The tonnage handled 
at ten major ports in April- 
Novembcr, 1981 totalled 54 
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198!. There has been a subs- The loan, biggest over by the 


l milHon tmnes as against 31 
million tonnes handled during 
ihe same period last year. This 
$i3p rcsents a six psr cent in¬ 
crease. 

To sum up, the vital infras¬ 
tructure sectors have recovered 
frotfi the near paralysis of two 
years ago, thanks to the conti¬ 
nuous monitoring and prompt 
, corrective measures from time 
to time. These improvements 
in the infrastructure sectors 
* have led to the lifting of cons¬ 
traints on power consumption 
in large parts of the country. 
Again, vital establishments like 

S ower stations which used to 
ork on one to Iwo days coal 
stocks have today higher coal 
stocks. 

Price Situation 

The price situation conti¬ 
nued to improve during the 
year with inflation rate dcclin- 
, ing to around 8 per cent as 
against 22 per cent in 1979 
and 13.6 per cent in 1980. The 
situation on the price front, 
however, continues to call for 
constant watch and prompt 
remedial measures. Control 
of inflation has been one of 
* the foremost tasks sought to 
be tackled by Government. 
Government decisions and 
actions over a wide front in 
regard to production, imports, 
supply and public distribution 
continue to be governed by 
the imperative need of further 
moderating these pressures in 
the country. 

At the Government level, 
1981 was a year of new initia¬ 
tives, bold decisions and signi¬ 
ficant achievement as may be 
shown below : 

(i) The investment climate 
in the country has shown a 
1 distinct turn for the better. 
The Index Number of Share 
Prices which was 140 at the 
beginning of 1980 has shot up 
to 193.2 as on November 14, 


tantial improvement in the 
actual capital raised by the 
private companies. In 1979-80 
one hundred and twenty nine 
companies raised a capital of 
Rs 702 million. In 1980-81 
this rose to 192 companies the 
capital raised totalling Rs 
1125.8 million. For 1981-82, 
the capital raised has been 
estimated at well over Rs 4000 
million, nearly a four-fold rise 
over the preceding year, re¬ 
flecting the buoyancy in the 
capital market. 

(ii) The number of letters of 
intent and industrial licences 
issued in 1981 (January-Octo- 
ber) totalled 1,063 as against 
1,001 in 1980 and 571 in 1979 
in the same period. 

(iii) The decks have cleared 
for the setting up of an apex 
body-National Bank for 
Agriculture and Rural Deve¬ 
lopment (NABARD)- - to meet 
the expanding credit needs of 
the rural sector in India. The 
requisite legislation has been 
passed by both the Houses of 
Parliament in this regard. This 
apex body, which will start 
functioning in the coming 
months would fill a long-felt 
gap by setting up the necessary 
institutional framework to 
meet the credit needs of the 
farmers and entrepreneurs in 
rural India. 

(iv) A major decision of the 
year has been to set up an 
Export-Import Bank. Legisla¬ 
tion for setting up this apex 
body which would give the 
much needed impetus to the 
country’s foreign trade, has 
been passed. 

(v) A massive line of credit 
of about Rs 50,000 million 
was successfully negotiated 
with the International Mone¬ 
tary Fund to tide over the 
medium-term balance of pay¬ 
ments difficulty, arising mainly 
from the hike in oil prices. 


IMF to any country, has been 
secured on terms, in conson¬ 
ance with country’s national 
policies and nationa 1 honour. 

(vi) The area covered under 
the high yielding varieties pro¬ 
gramme lias increased from 
38.38 million hectares in 1979- 
BO to an estimated 48.50 mil¬ 
lion hectares in 1981-82. 

(vii) Oil production, both 
on-shore and ofT-shorc, rose 
substantially from 9.39 million 
tonnes in 1980 to an estimated 
14.56 million tonnes in 1981, 
a 55 per cent rise over the 
previous year. Because of this 
increased indigenous produc¬ 
tion, the crude throughput 
from the country’s refineries 
also rose by four million tonnes 
to 29 million tonnes. The 
six-million tonne refinery at 
Mathura has been readied for 
commissioning, raising the 
annual refinery capacity to 
37.8 million tonnes in the 
country. An accelerated pro¬ 
gramme of crude production 
to reach a level of 30 million 
tonnes by the last year of the 
Sixth Plan has been prepaid. 
When achieved, almost 70 per 
cent of the country’s crude 
requirement would be met 
from indigenous production. 
As many as 100,000 (L.PG) gas 
connections arc now being 
made available to the people 
every month. 

(viii) Fertiliser production 


in 1981 has registered a big 
leap forward. As against two 
million tonnes of nitrogenous 
fertilisers in 1980, the output 
in 1981 is estimated at about 
3 million tonnes of nitrogen, 
50 per cent rise. Three ferti¬ 
liser plants Phulpur, Kanpur 
Expansion and Kandla Expan¬ 
sion commenced commercial 
production. Four new plants— 
Trombay V, Baruch, Haldia 
and Taloja- are scheduled to 
go into operation in 1982. 
Ten gas-based fertiliser plants 
are also to be set up in the 
country, 

(ix) Exports rose by 11.5 
per cent in April-September, 
1981. Imports on the other 
hand, declined by about 7,5 
per cent in the same period. 
Trends in 1981-82 will be less 
than in last year. Some of the 
main areas where export per¬ 
formance this year has shown 
considerable improvement are 
engineering good s, handicrafts, 
textile sector, chemical and 
related products and agricul¬ 
tural and allied products. 

(x) Foreign exchange earn¬ 
ing from tourism increased to 
Rs 4580 million in the first 
ten months of 198! as against 
Rs 3790 million in the same 
period last year, a 21 per cent 
rise. Tourist arrivals recorded 
a growth of 7.1 per cent dur¬ 
ing this period, as compared 
to corresponding period in 
1980. 


NOTICE 

M/s. Macmillan India Ltd., 2/10, Ansari Road, 
Daryaganj, New Delhi-110002 have been appointed 
as Special Agents for EASTERN ECONOMIST. 
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a lot off engineers co uM do with 
some tightening up. 








The quality of a fci^ninaire is critical 
when you undertake specialised 
lighting projects The point to 
re member is cheaper products can 
actually work out expensive i* pays to 
buy the best 

Take our remarkable industrial 
highbay luminaire for Mercury Vapour 
tamps—The Philips HDK 30 This 
luminaire has cooling fins for better 
heat dissipation. A compact, integral, 
orthocyclic ballast A special vibration- 
proof lamp holder that ensures firm 
contact and is electrically shock-proof, 
and safety chains—a standard feature 
in our highbay luminaires. 

The result a highly efficient, durable 
luminaire that actually improves 
lighting qualify 

Philips: superior quality control 
facilities 

Quality control is an integral part of 
design and production Our quality * 
control engineers participate right 
from the product development stage. 
Checking, testing every component; 
supervising manufacture. Philips has 
facilities for a comprehensive range 
of rigorous tests. Mechanical, Chemical 
and Electrical. And there is a special 
photometric lab with the most 
advanced equipment in India, 



Philips Luminaires 


Philips-thc trusted Indian household name 
for over fifty years 


PHILIPS 

.Mco EtoctronictA Electrical# United 
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Foreign Trade 


Trade Better, Payments Worse 

R. C. Unimat 


The sharp deterioration in 
our external trade balance 
since 1976-77 should get miti¬ 
gated this year at least to 
some extent notwithstanding 
the growth in exports as well 
as the decline in imports leav¬ 
ing much to be desired in 
terms of projections. The 
seven months to October wit¬ 
nessed, on provisional assess¬ 
ment, 14 per cent rise in ex¬ 
ports and about four per cent 
increase in imports, which 
led to the trade gap narrowing 
down to Rs 2,923 cro res from 
Rs 3,144 crores during the 
corresponding period last 
year. The adverse trade ba¬ 
lance in 1980-SI aggregated to 
over Rs 5,700 crores. It was 
of the order of Rs 2,449 crores 
in 1979-80, Rs 1,088 crores in 
1978-79 and just around 
Rs 621 crores in 1977-78, We 
had a favourable trade ba¬ 
lance to the tunc of Rs 72 
crores in 1976-77. 

External Deficit 

The containment of the ex¬ 
ternal trade deficit, though 
modestly, indeed, is a matter 
of some gratification. But, 
surely, this ought not make 
us complacent. Only recently 
accommodation has been se¬ 
cured to as large a n extent as 
SDRs 5 billion from the Inter¬ 
national Monetary Fund 
under its extended facility 
arrangement for a period of 
three years during which the 
balance of payments posit ion 
has to be restored to the even 
keel. This requires curtail¬ 
ment of trade deficit within 
the limits of the net foreign 


aid likely to be available and 
the foreign exchange earnings 
from invisibles like shipping, 
insurance, consultancy, tour¬ 
ism and remittances by non¬ 
resident Indians. 

Aid-Weariness 

In fact, in view of the 
a id-weariness developing in 
the donor countries and 
the competing claims for 
assistance growing from the 
least developed nations as 
well as from the Peoples, 
Republic of China, we have 
to contend with the possibi¬ 
lities of some reduction in aid 
in the none-too-distant a fu¬ 
ture, especially in so far as 
concessional aid from the 
IDA is concerned. The World 
Bank President, Mr A. W. 
Clausen, himself has made this 
abundantly clear. This neces¬ 
sitates more concerted endea¬ 
vours than hitherto at foster¬ 
ing exports, stimulating im¬ 
port substitution and increas¬ 
ing invisible exchange earnings 
including remittances by non¬ 
resident Indians, if the pro¬ 
cess of development is not to 
be allowed to slow down. 
Market borrowings abroad 
can be helpful only to a 
limited extent. Indiscriminate 
borrowings obviously cannot 
be resorted to owing to the 
heavy repayment burden they 
entail. 

The 14 percent increase in 
exports during the April- 
October period this year, in 
comparison with the corres¬ 
ponding months last year, 
reflects the general revival in 
the economy. The deprecia¬ 


tion in the value of the rupee 
vis-a-vis the US dollar, in 
which an ovenvhilining pro¬ 
portion of foreign trade is 
contracted, has been helpful 
in fostering exports only t o a 
limited extent. The impoil 
bill, however, could have gone 
down more substantially had 
this depreciation not taken 
place. Consequently, the ic- 
duction in trade deficit could 
have been more wholesome. 

Encouraging Growth 

The information fmni the 
export promotion councils, 
commodity boards and State 
trading agencies, of course, 
points to a more encouraging 
growth in exports. Accounting 
for more than 90 per cent of 
the total export trade, the 
data from these agencies sug¬ 
gest that exports during the 
seven months to October grew 
by over 20 per cent. The ex¬ 
pectation of the Union Minis¬ 
try of Commerce that the year 
may end up with 17/18 per cent 
increase does not appear to 
be unwarranted. This implies 
that exports this year may be 
around Rs 7,850 crores, as 
against Rs 6,675 crores last 
year and Rs 6,459 crores in 
1979-80. The 17/18 pei cent 
growth this year will compare 
with just 3.4 per cent in 1980- 
81, 12.6 pe cent in 1979-80, 
six per ceni in 1978-79 and 
5.1 per cent in 1977-78. 

On current reckoning, not 
only the original export target 
of Rs 8,400 crores set for the 
current financial year but also 
the revised one of Rs 8,000 
crores will prove elusive. 


Nevertheless, the growth will 
be substantially higher than 
in recent years. 

Sector-wise, growth in ex¬ 
ports has been quite hearten¬ 
ing during the lirst half of the 
current financial year (for 
which somewhat detailed data 
are available) in such sectors 
as agricultural and allied pro¬ 
ducts (48 per cent), chemicals 
and related products (22 per 
cent), handicrafts excluding 
gems and jewellery (22 per 
cent), engineering goods (20 
per cent) and textiles and gar¬ 
ments (20 per cent). 

Farm Exports 

Among agricultural com* 
moditics, sharp increases have 
been recorded in the exports 
of tobacco, cashew, processed 
foods, extractions, castor oil* 
shellac and rice. With the 
resumption of sugar exports, 
the exchange earnings from 
agricultural commodities 
should show significant in* 
crease this year, even though, 
the exports of such products 
as coffee, spices and HPS 
groundnuts may show somg 
d.xlmc, primarily due to th t 
deterioration in unit values; 

1 he earnings from tea exports 
may be marginally higher be* 
cause of lower unit value rea¬ 
lisation, although quantity- 
wise, shipments will go up 
substantially. 

In the engineering sector* 
exports of both capital goods 
and consumer durables have 
gone up significantly—by 23 
per cent and 28.4 per cent, 
respectively. The exports ol 
iron and steel based simple! 
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ft products, however, have re¬ 
gained approximately at the 
#me level as last year. 

Amongst textiles, exports of 
garments have risen by 68.7 
ier cent and of wool and 
Voollen products by 44.7 per 
lent. Exports of cotton cloth 
is such have been sluggish. 
Cotton hand loom and silk 
Products have netted signifi- 
antly larger lorcign ex¬ 
ha oge. 

Exports of gems and jewel¬ 
ry, plastic goods, linoleum, 
tc. too have made a steady 
irogress. But those of jute 
l {oods, coir, leather and leather 
t oods and pharmaceuticals 
•nd cosmetics have suffered 
t>me setback, 

On the import front, impro- 
pd production of mineral oil 
Pd petroleum products, ferti- 
jsers, steel, non-ferrous me¬ 
tis and paper have been help¬ 


ful in containing the import 
bill. Imports of equipment, 
industrial intermediates and 
spares and parts, of course, 
have shown some increase. 
The oil i nport bill in value 
terms, however, may be some¬ 
what higher this year owing to 
two reasons. First, the full 
impact of international oil 
price increases, which were 
spread over 1980-81, will be 
felt this year for the 12 
monthly period, Second, the 
depreciation in the value of 
the rupee vis-a-vis the US dol¬ 
lar has eroded the benefit of 
the recent softening of the 
world prices not inconsider¬ 
ably. Renewed wheat imports, 
though on a limited scale, will 
be an additioncl charge on ex¬ 
change reserves. The overall 
increase in imports, however, 
is not likely to be such as will 
negate the improvement in 
export earnings. 


The slight improvement in 
the external trade balance, of 
course, has failed to arrest the 
erosion in foreign exchange 
reserves. On the contrary, the 
decline in reserves has tended 
to get accelerated. As against 
a net accrual of about Rs 370 
crores in 1979-80 (taking into 
account all the three compo¬ 
nents, namely, foreign cur¬ 
rency assets of Reserve Bank, 
SDRs and gold holdings), the 
exchange reserves got depleted 
by Rs 1,550 crores last year. 
The SDR holdings at the end 
of March, 1981, were of the 
order of 490.5 million, and 
gold holdings to the tune of 
Rs 225.58 crores. The foreign 
exchange assets of Reserve 
Bank aggregated to Rs 4,822.12 
crores. 

The first quaitcr of the cur¬ 
rent financial year has witnes¬ 
sed a fall of 9.3 million in 
SDR holdings and of Rs 495 


croits in foreign exchange 
assets. The gold holdings re¬ 
mained intact at Rs 225.58 
crores. This compared with a 
decline of six million in SDR 
holdings and of Rs 389 crores 
in foreign exchange assets dur¬ 
ing the corresponding quarter 
last year. There was no change 
in gold holdings. 

The data concerning SDR 
holdings after June is not 
available. While gold holdings 
have remained stationary, 
foreign exchange assets had 
gone down by Rs 224.98 cro¬ 
res in July, Rs 307.13 crores 
in August, Rs 108.47 crores in 
September, Rs 64.86 crores in 
October and Rs 168.92 crores 
in November. The receipt of 
SDRs 300 million from the 
Intel national Monetary Fund 
under the extended facility ac¬ 
commodation of $5 billion secu¬ 
red boosted exchange reserves 
by Rs 305.38 crores during the 
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week ending December 4. The 
subsequent two weeks are re* 
ported to have witnessed an 
erosion to the extent of Rs 100 
crores, 

The drawals from the ex¬ 
change reserves, net of tran¬ 
sactions with the IMF and 
other extraordinary deals, dur¬ 
ing the eight months to Novem¬ 
ber last, thus, approximate the 
drawals around Rs 1,372 cro- 
rcs during 1980-81 as a whole. 
The increase in the rate of 
drawals has been despite a 
rising trend in earnings from 
tourism and also in remittan¬ 
ces by non-resident Indians. 
The latter receipts are stated 
to have averaged this year 
around Rs 370 crores per 
month, as against Rs 231 cro¬ 
res a month in 1979. 

The accelerated erosion in 
foreign exchange assets des¬ 
pite the somewhat heartening 
developments on external 
trade account as well as in 
tourism and remittances by 
non-resident indians, indeed, 
is perplexing. What can be 
the explanation for this ? 

Large Outgo 

Possibly, there has been a 
large outgo of foreign ex¬ 
change for external debt ser¬ 
vicing, including the loans 
from the IMF. The invisible 
earnings too appear to have 
gone down substantially, part¬ 
ly, due to delays in receipts 
and partly owing to the dec¬ 
line in interest and discount 
earnings of Reserve Bank from 
its foreign currency assets. 
The sharp increase in export 
to the Soviet Union against 
rupee payment, perhaps, can 
be another explanation : these 
exports do not net any 
foreign exchange. The fairly 
wide fluctuations in the ex¬ 
change value of the rupee too 
must have had their impact 
on foreign currency holdings 


(valued in terms of rupees). 
The increased security costs 
probably is yet another such 
factor. 

The accelerated erosion in 
exchange reserves, obviously, 
has to be arrested expeditious¬ 
ly. The resort to SDRs 5 
billion accommodation from 
the IMF provides a breathing 
period of three years to rectify 
the situation, if the pace of 
development is to be kept up 
in the longer run. 

The Travails 

Our present travails on the 
balance of payments primarily 
are due to three causes: (i) 
the nearly 80 per cent increase 
in world oil prices since last 
year; (ii) the fairly steep es¬ 
calation in the prices ofinv 
ported equipment and indus¬ 
trial intermediates, while the 
terms of trade are progressive¬ 
ly turning against the exports 
of developing nations; and 
(iii) increased security costs 
following the supply of sophis¬ 
ticated arms by the United 
States to Pakistan. 

This external shock to our 
economy is much more acute 
than the one administered by 
the world oil price hike in 1973- 
74. It was possible to quickly 
absorb the 1973-74 shock. Ex¬ 
ports then picked up fast on 
an average by 26.9 per cent 
during the three years to 1976- 
77. The earning from tourism 
and other invisible exports 
too recorded impressive 
growth. But more important, 
remittances by non-residents, 
particularly those who found 
lucrative employment in West 
Asia, grew at a strident 
pace - from just about Rs 47 
crores a month in 1974 to as 
much as Rs 23T crores per 
month in 1979. The endea¬ 
vours at import substitution 
too yielded wholesome re¬ 
sults. 


Can the post-1973-74 ex¬ 
perience be repeated ? Doubt¬ 
ful. The situation currently 
differs from that of the post- 
1973-74 period in as much as 
not only the increase in the 
import bill has been much 
more pronounced but also 
the global recession continues 
to deepen, resulting in accen¬ 
tuating protectionist tenden¬ 
cies in the developed coun¬ 
tries and dimming of external 
aid prospects. We, thus, have 
to primarily depend on our 
own efforts to tide over the 
current crisis. The endea¬ 
vours, as suggested earlier, ap¬ 
parently have to be directed 
towards maximisation of ex¬ 
port earnings as well as in¬ 
visible receipts and to con¬ 
tain imports. 

The Prongs 

It is heartening to note that 
all the three prongs of this 
strategy are being resorted to. 
Earnings from tourism during 
1981, for instance, are expect¬ 
ed to show an increase of 25 
per cent over the previous 
year to touch the Rs 600 cro¬ 
res mark. Exports of consul¬ 
tancy services are being con¬ 
tracted faster. EfTorls are 
also being made to maximise 
remittances by non-resident 
Indians. The Union Finance 
Minister has recently called 
upon the Enforcement Directo¬ 
rate of his Ministry to deal 
sternly with smugglers and 
foreign exchange racketeers. 
He has also assured non-resi¬ 
dents Indiaus that the Govern- 
[ment would be prepared to 
consider further relaxations 
(or investments by them in 
India—of course, in conso¬ 
nance with the national 
interest. 

Whereas a steady increase 
in invisible earnings from 
tourism, shipping, insurance, 
consultancy services, etc, can 


be expected and also some 
rise in investments by non¬ 
resident Indians, it is difficult 
to say how far remittance* 
otherwise ftom them can be 
encouraged. This is because 
following a new equilibrium 
being established in ihe globa 
supply of and demand foi 
crude oil resulting in some 
glut in the spot market and 
softening of the prices oi 
both crude oil and petroleum 
products, the increase in the 
surpluses of oil exporting 
countries can be expected tc 
slow down at least for some 
time. This will have some re¬ 
percussions on their deve* 
lopment plans. 

The deepening recession in 
the developed countries alsc 
has serious implications on 
mittances by Indians employee 
there. Even in the devtlopinj 
countries of West Asia, Indiai 
workers, supposed to hav< 
entered “illegally”, are findinj 
it difficult to continue in emp 
loyment. Then the high* 
interest rates abroad are to bi 
contended with. 

Floating Rate 

The dampening effect of th 
higher interest rates on remit 
tances, of course, can be mitj 
gated significantly througl 
introduction of floating intc 
rest rates by Indian banks fa 
non-residents accounts, a 
suggested by the f ederation o 
Indian Chambers of Com 
mercc and Industry. Th 
suggestion implies that India 
banks should periodical] 
adapt their interest rates fc 
non-resident accounts to th 
fluctuating rates in the ove y j 
seas money centres so ths 
non-resident Indians do m 
feel the necessity of kcepin 
their savings in foreign banks 

On the export front 
series of new policy measure 
have been initiated. These ii 
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elude re-orientation of import 
policy to encourage export 
production, exclusion of pro¬ 
duction for export for the pur¬ 
pose of determining “licensed 
capacity’’ and “dominance", 
injecting of flexibility of ope¬ 
ration within an industrial 
licence for export purposes 
and according of favourable 
treatment to technology im¬ 
ports lor export production. 
Tax holiday has been announ¬ 
ced for live years for export 
%nits set up in the free trade 
tfeones at Kandlu and Santa 
fcpruz. 

Automatic expansion to 
0 % larger group of industries 
®has been allowed for increas¬ 
ing exportable surpluses. This 
facility is also available to 
eURTP companies provided 
phey have good cxpoit perfor¬ 
mance. An Hxim Bank has 
$een established to improve 
ftedit facilities and linancial 


infrastructure for exports. 
Selective relaxation of restric¬ 
tions on new indusirial under¬ 
takings in metropolitan towns 
is also be ig accorded if their 
production is meant for ex¬ 
port. Disbursement of duty 
draw-backs is being expedit¬ 
ed. A new scheme has been 
introduced to provide free 
trade /one like facilities to 
100 per cent export oriented 
units loeateda nywhere in the 
country. 

Stepping up of exports to 
the developed countries, of 
course, is not going to be an 
easy job because of the grow¬ 
ing protectionist tendencies 
and the deepening recession 
there. This necessitates more 
intensive exploration of the 
markets of the developing 
countries, specially those 
which are in a position to 
h tve ambitious development 


plans on their own or to 
which concessional external 
aid may be available in larger 
measure. There is as well 
urgent need for doing away 
with all irksome export regu¬ 
lations. Selective incentives 
for export too are necessary, 
specially when production 
costs are escalating due to 
inflation. 

The measures at increasing 
exchange earnings, however, 
can yield results only over a 
period of time. More whole¬ 
some results can be had 
through import substitution 
programmes. This does not 
imply any reversal of the 
liberalised import pol ; cy that 
has been followed during the 
past three years. What is 
required is containment of 
imports in areas where domes¬ 
tic production can be easily 
stepped up at a comparative 


price advantage. Quite judi¬ 
ciously, the domestic produc¬ 
tion of crude oil is being step¬ 
ped up and is currently at the 
rate of 20 million tonnes per 
annum, though the actual out¬ 
put this year is likely to be 
around 16.5 million tonnes. 

On a conservative estimate, 
it is anticipated to go up to 27 
million tonnes by 1984-85 and 
hopefully to over 30 million 
tonnes. Measures are being 
taken to contain the consump¬ 
tion of petroleum products 
and to boost the production 
of coal and power to substi¬ 
tute oil consumption. Bui 
sizeable savings in foreign ex¬ 
change can accrue even if the 
production of steel, cement, 
edible oils, non-ferrous 
metals, and a number of other 
commodities can be raised 
through better utilisation of 
installed capacities. 


OK. See lor yourself 
what the country's 
leading automotive 
manufacturers think of 
Clevite bearings: 


Make 

% of vehicles fitted kWM 

with Clevite i IkksM: 

Ambassador 

60 

Ashok Leyland 

100 fernkSi 

Tord 3600 

100 

International 

ioo 

Jeep 

100_ 

Massey Ferguson 

100 

Premier 

50 

Tata 

ioo 


* l 



The most telling 
testimonial to the 
quality of an automotive part is 
when it is selected by the hard-nosed vehicle 
manufacturer himself. As original equipment. 

And Clevite bearings, as you can see, have been selected by* 
not just one, but virtually every leading vehicle manufacturer today. As well as 
by the makers of Cummins engines. 

There is good reason for this. Clevite bearings are made in collaboration with 

the makers of Clevite bearings in the USA*—the internationally acknowledged 

leaders in bearing technology. And they are made with sophisticated knowhow 

and technology no other manufacturer can , 

match The result, bearings that outclass ■ 

every other in the market. In terms of sheer 

performance And long life . 

No wonder Clevite has been India's No. 1 
selling bearing Every year Ever since 1964. 


■D 




No 1 performer. No t seller 


BIMETAL BEARINGS LTD Coimbatore-641016 

* Ir. technical collaboration with Engine Parts Division of Could Inc, USA 


.^tSTERN ECONOMIST 


122 


JANUARY 22, 1982 




WHSMWH 


ESCORTS £ 
SPEARHEADS A REVOLUTION 


Promoting modernisation and mechanisation 
to help farmers increase their farm output 
by 30 million tom by the end of the decade. 



y Adapting advanced technology 
relevant to India's core needs. 


ESCORTS LIMITED < 

11 Scindia House, Connaught Circus, New Delhi-110 001 


Escorts pioneered farm 
mechanisation in India. Over the las! 

30 years. 150.000 ESCORT and FORD 
Tractors have revolutionised farm ^ 
output and improved rural 
employment. Today, Escorts gives the' 
Indian farmer the largest range of farm 
equipment. Assuring nim of not only 
the highest output, out also the lowest 
fuel consumptionfand maintenance 
costs. And over 400 dealer points 
throughout the country offer the finest 
service and spare parts support. 

A massive survey by the National 
Council of Applied Economic Research 
on India's major agroclimatic zones.* 
has proved that tractors increase . 
farm output value by 63% per 
hectare on on average, which 
requires 35% more hired labour , 

Thus, improved farm technology ' 
enables India to produce farm 
surpluses, despite floods and droughts, 
and improves life for everyone. 

Today, every ton of cereal can buy^ 

1 ton of crude oil. Rapid farm 
modernisation and farm surpluses cart 
thus help solve the problems of energy) 
and foreign exchange. * 



, FORD brings India the world's latest tractor, 
technology. ^ 
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Plan for his 
bright future 






1 ft's you who can shape your 
child's future. Save money -» 
regularly for him. He will soor 
need books, school fees etc. 
These expenses will increase 
as he goes for higher studies. 
Plan for his security and 
prosperity. 

There are several attractive , . 
Saving Schemes-for you. 

★ MULTI.BENEFIT ft OLD AGE 
DEPOSIT— 

A deposit of Rs. 5,000 would 
fetch youalmost,Rs. 10,000 after 
seven years. 

★ SPECIAL fixed DEPOSIT - 
Farn an extra regular income - 
Deposit of Rs. 30.000 for 

36 months will earn monthly 
interest of Rs. 247.92 

★ RECURRING DEPOSIT- 
Save in monthly instalments of 
Rs. 5 or its multiples and get a 
large amount at maturity. 

★ MINI DEPOSIT— 

Open an account with just Rs. 5 
and keep it growing with as little 
as 50 paise. Collections are made 
regularly a* your doorstep. 


. 3 )' 








A r :£ 

•• * .-4r 

y.O 


■i>.. 


: 

★ DEPOSIT LINKED HOUSING ' 
LOAN- i 

Deposit in monthly instalments. 

At maturity receive loan equal to 
150% of maturity value or 
Rs. 50,000, whichever is less - to 
build or buy a house. 

For further detail* please contact out nearest branch 

e* 

lS| purgob notional bonk 

(A Government of Indio Undertaking) 
... th» name you can BANK upon / 


Are you an Executive in Government, Industry or Trade, desirous of keeping ypurself 
abreast of day-to-day economic and financial events in India and abroad ? 

Subscribe to 

EASTERN ECONOMIST 

UCO Bank Bldg., Parliament Street, P.0 Box«No. 34, NEW DELHI-110001. Phone : 389518 
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1 Agriculture | 

Recovery or Stagnation ? 

Bhanu Pratap Singh, M P. 


The Govenment of India has 
recently published a bro¬ 
chure entitled ‘Indian Agri¬ 
culture Marches Ahead’. The 
* audacity of the write-up is 
evident from its title, which 
suggests that Indian agricul¬ 
ture is making rapid strides, 
when the facts are just the 
opposite. The rate of growth 
of foodgrain production in 
v india has been declining from 
>*ecade to decade; has been 
less than the population grow¬ 
th in the last decade; and has 
been stagnating at the 1978-79 
level for the past three years. 
Last year’s production was 
’ originally estimated, as a re¬ 
cord one, at 133 million ton- 
lies. It has turned out to be 
129.8 million tonnes; that is 
two million tonnes less than the 
1978-79 production, and more 
than five million tonnes short 
of the target for the year. 

In 1981-82, kharif pro¬ 
duction is estimated to be less 
k than what it was last year; 
and the best that one can 
hope is that the shortfall of 
the kharif would be made up 
in the rabi season. Thus, the 
total 1881-82 production is 
not likely to be significantly 
different from what it was in 
1978-79. During the last 
three years, the population of 
the country has increased by 
45 million and increased the 
demand for foodgrains by 
about nine million tonnes. 

The long-term trend of food- 
grain production, which is evi¬ 
dent from Table I, should 
, be a matter of concern to all 
discerning persons. It calls for 
a review of the whole strategy 
for agricultural growth. 

One should not indulge in 
comparing the past with the 
ANNUAL NUMBER 1982 


present, as some of our poli¬ 
ticians are fond of doing, 
because in recent times, many 
technical advances have taken 
place, not only the world over 
but in our country too. 
Therefore, the relevant com¬ 
parison would be not with our 
past, but with the performance 
of our neighbouring countries 
in recent years. If that com¬ 
parison is made, then accord¬ 
ing to the production Year¬ 
books of the FAO, during the 
nine years i.c. from the trien- 
nium 1967-69 to 1976-78, the 
growth rate of production in 
India is found to be the slo¬ 
west in South Asia except that 
of Nepal (Table II). 


capita of those who are out¬ 
side jails, as compared to 
those who are inside, is 126.7 
grams. Our present popula¬ 
tion is above 68 crores. This 
number converted into adult 
equivalent is 54.4 crores. 
Therefore, if I he entire popula¬ 
tion of this country is to be 
fed, even at the level “Of 
prisoners, which is the mini¬ 
mum required for adequate 
nutrition, the total shortfall in 
production would be about 
25 million tonnes. Wc arrive 


at nearly the same figure of 
shortfall if we take into ac¬ 
count that our average caIon- 
tie intake (2,000 callorEcs) is 
20 per cent less than the mini¬ 
mum required for good health. 

No doubt, it is a matter of 
some consolation that in 1979- 
80, the year of the most se¬ 
rious drought in recent times, 
starvation deaths were not 
reported from any part of 
the country. But to be com¬ 
placent on that account only 
would oc a folly, as the 


Tabu l 

Long-Term Growth in Foodgrains Production in India 
(A Trend Analysis) 1949- 50 to 1981-82 


Per Capita Availability 

Triennium Centred at 

Average, Triennium 
Production of Food- 

Percentage 
increase over 

An they say, the proof of the 
pudding is in its eating, so the 
success of any growth stra¬ 



graing (million 
tonnes) 

the previous 
period 

tegy for a poor country like 

AY 

1950-51 

57,14 


India, should be judged from 

AY 

1960-61 

80.61 

41.1 

the adequacy of the diet of 

AY 

1970-71 

104.36 

29.5 

the people. The per capita 

AY 

1980-81 

124.86* 

19.6 


availability of foodgrains in 
the current year is less than 
what it was 20 years ago i.e. 
in 1961. 

The average per capita 
availability of foodgrains in 
the last 20 years has . been 
447 grams. This availability 
is on the basis of the total 
population including children. 


*On the assimruion of the most opt/m sue estinutc of I'oodgrnins pro¬ 
duct! r at 135 m Ihon tonnes in AY 1WH-82. However, the author estimates 
the same at the mix mum of 133 urlSion tonnes 

Tabi i. II 

Growth in Food Production; Triennium 1967-69 to 1976-78 
India vis-a-vis Other Countries in South Asia 


Country 


n ; t growth Horn Tricnium 
1967-69 to 1976-78 


If it is converted (by raising 

Singapore 

108.4 

it by 25 per cent) to the per 

Thailand 

62,2 

capita adult basis, the avail¬ 

Malaysia 

55.8 

ability would be 558.8 grams. 

Israel 

529 

According to our jail manual, 

Iran 

47.6 

Class ‘C 9 prisoners on an 

Sri Lanka 

38.6 

average (labourers and non- 

Pakistan 

36.2 

labourers) are entitled to get 

Indonesia 

31.8 

a ration of 685.5 grams of 

India 

30.0 

foodgrains per day. Thus, 

Nepal 

13.2 


the present shortfall in the - 
foodgrain availability per 
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Today’s 
Rs. 7,440 

Gets you 
Rs. 20,000* 


20 T 000 




Yes-it’s possible. 

Canara Bank’s new 
PLATINUM JUBILEE 
CASH CERTIFICATE SCHEME 
multiplies your money to nearly 
three times its value 


Make time work at building you a 
fortune. Invest in Canara Bank's Platinum Jubilee 
Cash Certificates, and get back almost thrice 
the money you deposit. 

Choose from several cash certificates 
with different maturity values ranging from Rs 50.00 
onwards. And, remember, the sooner you decide and 
invest, the sooner will be your encashment 

FOR FURTHER DETAILS PLEASE CONTACT 
THE BRANCH NEARESTTOYOU 

Subiect to revision as oer 

the Reserve Bank of mdia Regulations 


ill H 


Wmm 

mrnmSmm 


CANARA 


(A nationalised bank) 

Ovum 1,300 branches 
all over the country 



I 
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catastrophy in 19?9-$0 could 
be averted because we had 
K piled up large reserves of fpod- 
grains in earlier years. Wad 
this reserve been created out 
of our own savings, we would 
be fully justified in deriving 
satisfaction at our achieve¬ 
ment. But the fact is that th<? 
reserve was mostly the carry¬ 
over of imported foodgrains— 
in all 18.6 million tonnes—dur¬ 
ing the years 1973-74, 1974-75 
and 1975-76. During the 
years 1977-80, the procurement 
for, and the off-take from the 
public distribution system had 
, nearly matched. So, if there was 
jho starvation death in the year 
of the severest drought, the 
reason for that is not that 
we had produced enough for 
our needs, but because we had 
in the past imported more than 
what was immediately needed. 

Enormous Potential 

Our performance in agri¬ 
culture should really be judged 
by assessing how close we are 
to achieving our potential in 
farming. This potential is 
no less than three times our 
present production. This 
estimate is not based merely 
on theoretical considerations, 
but on the results already 
achieved on a large number of 
national demonstration plots, 
which have been laid out all 
over the country to assess 
the productive capacity of 
our land with the optimum 
application of inputs. Yields 
on these plots are nearly three 
times the national average. 
In Punjab the average pro¬ 
ductivity is already three times 
the national average. If 
Punjab’s performance in farm 
production, which can still be 
improved, is duplicated even 
on those lands which are 
irrigable, the total production 
would make India the largest 
producer of foodgrains in the 


world. Against this poten¬ 
tial, the fact that there have 
been no starvation deaths in 
recent times, is, to say the 
least, not a matter of any 
great satisfaction. 

Neglected Farmers 

The main reason for our 
slow progress in agricultural 
production is our inability to 
make good us; of natural 
resources. This inability, in 
tvrn, is due lo capital starva¬ 
tion of the farm sector. And 
this, in turn, is on account of 
exploitation and neglect of the 
farm people. Our water resour¬ 
ces, both surface and under¬ 
ground will suffice to irrigate 
nearly 115 million hectares, 
but so far we have been able 
to extend irrigation facility 
to no more than half 
of that area. But even that 
facility is not being utilised, as 
is evident from our intensity 
of cultivation which is only 
1.2. Technically it should 
not be difficult to achieve 
an intensity of 2.0. Fertiliser 
consumption, which is also a 
good indicator of farm prog¬ 
ress, is only 32 kgs per hectare, 
which is less than one-tenth 
of the consumption in coun¬ 
tries like Japan. Due to the 
recent hike in the prices of 
fertilisers, the farmers are 
not finding it economical to 
use this essential input. That 
is the main reason for the 
stagnation of foodgrains pro¬ 
duction since 1978-79. 

Institutional credit that is 
available to the farmers is 
no more than Rs 176 per hect¬ 
are, which would not suffice 
to buy even good seed for 
one hectare of land, what to 
say of other inputs. The 
urban-bias of the lending 
institutions is evident from the 
fact that credit available to 
entrepreneurs in the metro¬ 
politan towns only is nearly 


3£ times more than the 
total credit available to agri¬ 
culturists throughout the 
country. The share of rural 
India in ‘commercial’ energy 
is no more than 10,5 per 
cent The terms of trade in 
1980-81, according to official 
statistics, were 22.2 per cent 
adverse to farmers, which imp¬ 
lies an income outflow of 
more than Rs 6600 crores 
from the villages to the cities. 
These exploitations and depri¬ 
vations arc the main causes 
of rural poverty and the con¬ 
tinued backwardness of our 
agriculture in spite of its vast 
potential. 

The advantages of fully ex¬ 
ploiting the potential of our 
agriculture are obvious and 
overwhelming. India would 
become one of the largest 
exporters of foodgrains which 
will solve our trade deficit 
problem and enable us to buy 
as much petroleum products 


as we require. The additional 
employment generated through 
intensification of agriculture 
would wipe out unemployment 
in the countryside. Per capita 
income of those dependent on 
agriculture would almost treble 
putting additional purchasing 
power in the hands of the 
poorest class of people, which 
in turn would raise the demand 
for consumer goods to such an 
extenl, that our factories will 
not only have to utilise their 
capacity to the fullest exent 
but will also have to expand 
manifold. In fact, the reali¬ 
sation of the full potential of 
ouragriculture hofds the key to 
the solution of alPour econo¬ 
mic difficulties. But with our 
urban-oriented politicians, the 
short-term advantage of hold¬ 
ing the farm sector under 
bondage far outweighs the 
long-term benefits which will 
flow from its fuller develop¬ 
ment. 


ANIL 

in the Service of Nation 
offers 


The products which are 
checked and re-checked 
at every stage for quality 
of their manufacture in 
the ANIL’S Plante-One of 
the finest of India. 


Maize Starch 
Chemical Starches 
Dextrine 
British Sum 
Maize Gluten 
Maize Oil Cake 
Corn Steep Liquor 
Sulphuric Acid 

Activate Carbon 
Industrial Enzymes 

Sorbltal 
Liquid Glucose 
Dextrose Monohydrate 
Dextrose Anhydrous 
Hydrol 

Caleium Gluconate 

Superphosphate and 
Mixed Fertilisers 
Alumida Ferric 


THE ANIL STARCH PRODUCTS LTD., 

P.B. No. 10009, Anil Road, AHMEDABA-380 025 


* 

i-o- 


Tela Not: 373122, 373222 

Talex No.: 264 

■-0-- -O--O' -©— 


Gram : 'NILA* 




ANNUAL NUMBER 1982 


125 


JANUARY 22, 1982 



PUBLICATIONS FROM THE 

UNITED NATIONS 

Wnrlji KWuwimip finrv«v 101 



WORLD INDUSTRY 
MM*. I‘MO: 

MtOGKlNS AND I’Kf )SD ( IS 


iB* M.J// 

>*yv • 

"s—_ • ' 



World Industry Since 1960: 

Progress and Prospects 

Special issue of the Industrial Development Survey 
1 01 the Third General Conference of UNIDO. 
E.79.U.B.3 $18.00 

Statistical Yearbook for Asia and the 
Pacific 1979 

Covering a variety of subjects: 
population, manpower, national accounts, agri- 
cultuie, lorcstiy and fishing, industry energy sup¬ 
plies, consumption, transport and communica¬ 
tions,'internal trade, external trade, wages and 
prices and household expenditures, finance and 
social statistics. 

E.81.II.l*.ll $30.00 


World Economic Survey 1980*1981 

Concise and up-to-date examination of salient 
economic developments and policy issues in 
1980-1981 against the backdrop of continued slow 
growth, inflation and balance of payments dis- 
equilibria in the world economy. 

E.81.II.C.2 $8.00 


Economic Bulletin for Asia and the 
Pacific, 1978. 

E.79.1I.F.9 


$11.00 


Quarterly Bulletin of Statistics for Asia and 
the Pacific, 1979. 

E.80.II.f .7 $6.00 

Small j Industry (Bulletin for Asia and the 
Pacific, No. 16 , 

Topics^covered, include, ci edit and financing 
facilities, 1 management and problems or difficulties 
facing small.industries.’ 

E.80.II.F.4 $14.00 

Proceedings of the Sixth Session of the A 
Committee ^on'Natural Resources. 

Incorporating) the) technical review of mineral 
developmentt(activities k in the ESCAP region, 
.1976-1978. 

E.80.1I.F.15 $14.00 

Mineral Resourcestof Asia: Mineral 
Distribution Mapsjof Asia, 1979, and 
ExplanatoryjBrochure! 

E.79.U.F.13 $40.00 
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New Production Technology of Pulses 

H. K. Jain 


An important feature of 
contemporary agriculture in 
India is that while the pro¬ 
duction and productivity of 
some of the cereal crops has 
seen a major advance during 
the last 15 years, the pulse 
crops, as a group, have shown 
no such trend. The area under 
the pulse crops steadily in¬ 
creased during 1950-60 wh,en 
nearly four million hectares 
Were added to these crops. 
After this period, the situation 
has not changed to any signi¬ 
ficant extent and the area today 
stands close to 25 millions 
hectares. 

A similar trend can be 
seen for production also 
which increased from nearly 
8 million tonnes to about 12 
million tonnes during this pe¬ 
riod after which there has been 
no significant change and the 
year-lo-ycar variation reflects 
only a seasonal influence. The 
yield per hectare for pulses 
as a group has seen only a 
marginal increase during the 
last 30-year period, making it 
clear that the new production 
technology has yet to make 
a significant impact as far as 
the overall production of these 
foodgrains is concerned. 

Bengal Gram 

If we now analyse the posi¬ 
tion in respect of some of the 
major pulse crops, the situa¬ 
tion becomes clearer. We may 
begin with Bengal gram which 
is our most important pulse 
crop; here we find that there 
was a substantial increase in 
acreage in the 15-ycar period 
starting with the early 1950s. 
This, however, was followed by 
an equally sharp decline be¬ 
ginning with the mid-1960s, 
a period when the high-yielding 


varieties of wheat and other 
cereal crops were first released. 
Thus, the widespread belief 
that the new production tech¬ 
nology of wheat has led to a 
decline in the area under 
Bengal gram is borne out by 
the figures for the last 10 years. 
As a rcsutlt of this reduced 
acreage, the Bengal gram crop 
did suffer in production, but 
the loss has not been propor¬ 
tionate to the decline in area. 

Increased Production 

While Bengal gram was plan¬ 
ted over an area of nearly 10 
million hectares in the early 
1960s with a total production 
of nearly 7 million tonnes, 
the production today is close 
to 6 million tonnes from a 
total area of about 8 million 
hectares. The yield of Bengal 
gram which was less than 5 
quintals per hectare in the eai ly 
1950s gradually increased to 
about 7 quintals per hectare 
in I960. In the last 20 years, 
it has continued to fluctuate 
rather heavily and today it 
stands close to 7 quintals per 
hectare. 

When we consider the other 
important pulse crop of India, 
namely the red gram—the pro¬ 
gress has been disappointing. 
While the area under red gram 
has seen a significant increase 
during the last 30 years with 
nearly half-a-million hectares 
added to it, the production 
specially during the last 20 
years has remained stagnant 
with wide year-to-year fluc¬ 
tuations. There has been no 
yield improvement over the 
last 30 years. This crop, more 
than any other, obviously 
needs a major effort in terms of 
research and development. 


The third most important 
pulse crop of India is green 
gram. The last 15 years have 
seen an almost doubling of the 
area under green gram and this 
has been partly contributed by 
the summer nwng technology 
evolved in recent years by the 
agricultural scientists. The 
production of green gram 
during this pciiod has also 
seen a significant increase and 
the year 1978-79 saw a record 
harvest of nearly 0.87 million 
tonnes. More important, the 
per hectare yield of green 
gram has seen an increase 
specially during the last 15 
years, which is the period when 
more intensive breeding pro¬ 
grammes on this crop were 
first organised. The yield le¬ 
vels during the last 15 years 
have seen a 50 per cent in¬ 
crease. Black gram (closely re¬ 
lated to green gram), on the 
other hand, has not shown 
a similar increase in pro¬ 
duction or productivity. 

Stabilisation Needed 

Ft is clear from the abo\e 
analysis that major pulse crops 
like Bengal gram and red gram 
have yet to see a stabilised and 
significant yield improvement. 
The increase in area has largely 
come from extending the culti¬ 
vation of these crops to lands 
of poorer quality. The major 
requirement at this stage is to 
improve the overall agro¬ 
nomic management of pulses, 
specially m terms of moisture 
conservation and protective 
irrigation, so that varieties with 
a much higher yield potential 
could be developed and re¬ 
leased. 

The scientific programmes on 
the improvement of pulses or¬ 


ganised during the last 15 
years take into consideration 
the fact that the evolutionary 
history of these crops has been 
very different from that of 
the cereal crops. Pulses have 
been traditionally grown in 
marginal lands of poor soil 
fertility and moisture stress 
with hardly any inputs of 
chemical fertilisers or pesti¬ 
cides. Consequently, they have 
been selected more for adap¬ 
tation to stress environments 
rather than for high seed yields. 

Agronomic Management 

The short-term strategy for 
increasing the production of 
pulses has been to evolve a 
new group of early maturing 
varieties with higher yieldfc, 
which will make it possible tt> 
extend the cultivation of these 
crops into areas of improved 
agronomic management, Thu i 
it has been planned to extent) 
the cultivation of pulses froit 
their traditional habitats t* 
States like Madhya Pradesh 
Maharashtra, Bihar and caster* 
Uttar Pradesh to the north' 
western and north-easteit 
plains, where large irrigation 
resources have been developed 
and where farmers have already 
been introduced to the high* 
yield technology of cereti 
crops, based on the use ol 
industrial inputs like chemicrf 
fertilisers. This would be po# 
siblc if the new varieties oi 
pulses can be fitted in multi* 
pic and inter-cropping pattern! 
with cereal crops like wheat 
maize, sorghum and millet. 

The more intensive cropping 
systems which arc now possibk 
with the development of irri* 
gation provide excellent op¬ 
portunities for introducing 
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SMALL IS BIG 


From about 8000 units at the time of Independence, Delhi has now more than 
42,000 small and cottage industrial units involving an investment of about 600 crores. 
These units produce more than Rs. 1100 crores worth of goods employing approxi¬ 
mately 3.50 lakhs of persons. 

To give a boost to labour intensive, self-employment generating and non¬ 
pollutant type of small, cottage and village industries, the Sixth Plan of Delhi has 
provided an outlay of Rs. 2761.77 lakhs. 

SOME HIGHLIGHTS 

• 294 Flatted Factories and 80 Industrial plots of Electronics Estate constructed/ 
developed at Okhla. Allotment of the factories already done. 

• Complex of Leather Goods set up at Wazirpur with the allotment of 60 
modules. 

• Five double-storeyed sheds at Bharat Nagar Weaver’s Colony completed 
whereas 6 large sheds at New Weaver’s Colony at Nand Nagari nearing 
completion. 

• Industrial Complex at Rani Jhansi Road coming up; land development for the 
complex at Patpar Ganj in progress. (Annual Production and employment 
potential of these complexes on completion: Rs. 13450 lakhs and 25000 persons 
respectively). 

• 1000 Industrial plots developed in Narela with the help of DSIDC (Annual 
production of Rs. 10800 lakhs; direct employment 15,000 persons). 

• Loans on nominal rate of 4% and grants too for setting up village and cottage 
industries. Harijan entrepreneurs would not have to pay the interest. Block 
loans amounting to Rs. 15 lakhs also being disbursed. 

Your Small Endeavour it the Adminittration’a Big Concern. 
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pulses in states like Punjab, 
Haryana, Rajasthan and wes¬ 
tern Uttar Pradesh. At the 
same time, it is recognised that 
a great deal can be done for 
improving the productivity 
potential of pulses in their 
existing non-irrigated areas 
through improved agronomic 
management including the 
use of small doses of chemical 
fertilisers, application of pesti¬ 
cides, and last but not the least, 
development of simple water 
harvesting techniques that can 
provide one or two protective 
irrigations. It is recognised 
that even in the traditional 
pulse growing States, it is 
often not the absolute shortage 
of water as our failure to 
harvest and store a part of it 
during the early part of the 
monsoon season when the rains 
generally are abundant, which 
creates condition of moisture 
stress. 

Suitable Varieties 

Based on above concepts and 
the recognition that the gene¬ 
tic production potential of 
pulses may be as high as that of 
the cereal crops, scientists of 
the All-India Coordinated Pulse 
Improvement Project of the 
Indian Council of Agricultural 
Research have attempted to 
evolve a large number of new 
varieties, whicn are more suit¬ 
able for an intensive agri¬ 
culture of this kind. IARFs 
research programme on Bengal 
gram provides a good example 
of the kind of genetic recons¬ 
truction of pulses which has 
been attempted in the last 
10 years. The traditional va¬ 
rieties of Bengal gram grown in 
India for centuries cover the 
ground with their extensive 
vegetative growth forming a 
mat-like structure. This helps 
in the conservation of moisture 
in the soil. The crop, however, 
is low-yielding because it uses 


the nutrients mostly in its 
excessive vegetative growth. 
P.N. Bahl and his colleagues 
have now succeeded in evolving 
relatively erect varieties of 
Bengal gram which allow 
greater light penetration and 
show a more favourable dis¬ 
tribution of dry matter between 
the vegetative parts and the 
pods. These new varieties are 
now being tested in different 
parts of the country. Mean¬ 
while, a number of improved 
/arieties of Bengal gram 
evolved at IARI and at other 
centres in the country have 
been recommended to farmers 
ns ;hown in Table I. 

Success in Red Gram 

The success achieved in the 
case of red gram or arhar 
in the development of relatively 
high-yielding, short-duration 
varieties has been even greater 
and some of these varieties are 
now beginning to reach the 
farmers. The main characteris¬ 
tic of these new varieties is a 
reduced maturity duration of 
only about 140-150 days so 
that they can be fitted in ro¬ 
tation with the wheat crop. 
This is now possible and the 
new varielies developed by S.P. 
Singh and his colleagues at 
IARI and by the scientists of 
the agricultural universities 
specially at Pantnagar have 
paved the way for the wheat- 
arhar rotation which has the 
potential to become one of the 
most important developments 
in Indian agriculture compar¬ 
able to the wheat-rice rotafjon 
in the non-traditional States of 
Punjab, Haryana, Western 
Uttar Pradesh, Rajasthan and 
Delhi. 

In the case of green gram, 
IARI scientists poineered in 
the late 1960s the concept of 
extending this crop in time so 
that it could be grown as a 
spring/summer crop in many 


parts of the country in addi¬ 
tion to the present practice of 
growing it as a kharif crop. 
This concept has been imple¬ 
mented with the development 
of short-duration varieties like 
Pusa Baisakhi, Pusa 16 and 
Pusa 7. Table II lists some of 
the improved varieties of 
mung which are now available 
in different parts of the country 
for planting in the summer/ 
spring season. Already, Uttar 
Pradesh and some other States 
have adopted this technology 
in a big way and nearly 0.3 
million hectares of land has 
been brought under summer 
mung cultivation. 


For centuries Indian farmers 
have been practising mixed 
cropping as a risk minimising 
practice. Basically, however, it 
is a low-yield technology and 
it has little place in a modern 
kind of agriculture. The new 
varieties of pulses are making 
it possible to evolve scientific 
inter-cropping schemes, which 
would be increasingly replac¬ 
ing the traditional practice* 
The short-duration varieties of 
pulses can be so planted as a 
companion crop, that they 
show very little competition 
with the main crop. Extensive 
studies during the last 10 years 
have shown that with these 


Table I 

Improved Varieties of Bengal Gram 


Variety 

Area of adaptation 

Average yield 
(quintals/ha) 

Pusa 203 

North-west and north-east plains 
Punjab, Delhi, Uttar Pradesh, 
Rajasthan, Bihar, West Bengal 

20-30 

Pusa 209 

North-west and north-east plains 
Punjab, Delhi, Rajasthan, Uttar 
Pradesh, Gujarat 

20-30 

Pusa 212 

Gujarat 

8-2 5 

H 203 

North-west and north-east plains 
Punjab, Haryana, Delhi, Uttar 
Pradesh, Rajasthan, Bihar 

20-25 

C 235 

Punjab, Haryana, Delhi, Rajas¬ 
than, Uttar Pradesh 

20-25 

K 468 

UtUw Pradedk 

25-30 ' 

Type 3 

Uttar Pradesli and parts of 
Madhya Pradesh 

25-30 

JQ 62 

Madhya Pradesh, Maharashtra, 
Karnataka 

15-20 ; 

BOW 9*3 

Maharashtra 

10-12 

Annigiri 

Karnataka 

10-12 


The varieties listed in this table have been evolved by scientists of 
Agricultural Universities and others instiutions. 
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scientific inter-cropping pat¬ 
terns farmers can harvest 
yields of the main crop, which 
are similar to those of a pure 
crop, and in addition, they can 
larvest some yields of the 
companion pulse crop. This 
idds to their profits and overall 
production and makes it pos¬ 
sible to use the land more 
ntensivcly. Table If! summa¬ 


rises some of these new inter¬ 
cropping schemes evolved by 
the scientists of the agricul¬ 
tural universities and ICAR 
institutes. 

Pulse production in India 
can see a major advance in the 
next five years if large-scale 
programmes of seed multipli¬ 
cation and plant protection ser¬ 
vices are organised at this 


stage. The scientific framework 
for an advance of thi^ kind is 
now being laid with the new 
varieties and production tech¬ 
niques. The wheal -arhar ro¬ 
tation provides a good example 
of the possibilities which have 
now been opened up. Demons¬ 
trations carried out on farmers' 
fields by IARI scientists have 
clearly shown that yields of 
the order of 2 tonnes of red 
gram per hectare can now be 
obtained over a period of five 
months. The farmers can 
harvest an additional 4 tonnes 
per hectare of wheat from the 
same field over a total period of 
one year. The economics of 
arhar production works out 
very favourably as can be 
seen from Table IV. The net 
return from the red gram crop 
was estimated to be over Rs 
4,000 per hectare. Jt is also 
known that the arhar crop 
leaves mainly 30-40 kg of 
fixed nitrogen per hectare in 
the soil. 

New Rotation 

The country can now 
plan to* extend the wheal- 
arhar rotation over an area of 
one millipti hectares in the 
north-wcsteMW Stales of 
Punjab, Haryhna, Rajasthan, 
western Uttar Pradesh and 
f^bir'This could lead to an 
increased Production of nearly 
2 million tonnes of this im¬ 
portant pulse crop. The new 
rotation would be possible by 
replacing crops like pearl mil¬ 
let and maize and also rice 
from those lands which are 
noCvery suitable for it bc- 
causb of their light texture and 
low water availability. In 
many of these lands, it is far 
more economical to take a 
crop of red gram rather than 
a <?creal crop. 

The new varieties of Bengal 
gram similarly offer possi¬ 
bilities of a significant ad¬ 
vance in production. Above 


Table HI 

Intercropping Patterns of 
Different Crops 


Main crop 

Compa¬ 
nion crop 

Addi¬ 

tional 

(yield 

ql/ha) 

Maize 

Mung 

4.05 


Urid 

5.50 


Groundnut 

3.85 

Sorghum 

Mung 

4.17 


Cowpea 

6.77 

Bajra 

Mung 

3.27 


Mung 

3.85 

Arhar 

Mung 

4.40 


Urid 

3.55 

Sugarcane 

Mung 

6.10 


Mung 

4.30 

Cotton 

Mung 

1.16 


Groundnut 

1.07 


Mung 

Mung / 

4.50 


Tenai 

2.26 

Tapioca 

Groundnut 

5.00 

Source : Legumes in 

Inter - 


cropping ; Ind. J. 
Genet. 40 A, 1980, 
(Ed. S. Ramanujam 
and B. Baldev). 

all, the new varieties should 
make it possible to eliminate 
the competition which this 
crop has faced in recent years 
from wheat. Some of these 
varieties have an yield poten¬ 
tial of as much a 30-35 quin¬ 
tals while the average yield of 
Bengal gram in the country is 
only about 7 quintals per hec¬ 
tare. Also, in States like Uttar 
Pradesh, some of the new 
varieties of Bengal gram can 
be fitted in rotation with the 
rice crop. This rotation has 
considerable potential in eas¬ 
tern Uttar Pradesh and Bihar, 
where many farmers normally 


Table II 

Improved Varieties of Mung for Spring/Summer Season 


Variety 

Average 

yield 

(quintals/ 

ha) 

Maturity 

(days) 

Areas of adaptation 

Pusa Baisakhi 

8-10 

60-65 

All India 

PS 16 

10-12 

60-65 

Uttar Pradesh, Bihar, 
Madhya Pradesh, Maha¬ 
rashtra, Punjab, Har¬ 
yana, Delhi, Andhra Pra¬ 
desh, Karnataka, Jammu 
and Kashmir 

Type 1 

6-8 

60-65 

Uttar Pradesh 

Type 44 

8-10 

60-65 

Uttar Pradesh 

K 851 

10-12 

60-65 

Uttar Pradesh 

'Sunaina 

12-15 

60 

Chota Nagpur, Plateau 
of Bihar 

Ropargaon 

8-10 

60 

Maharashtra 

Krishna 11 

8-11 

60 

Gwalior region (MP) 

Khargaon ^ 

6-10 

60-65 

Nimar tract of Madhya 
Pradesh 

B-l (yellow > 

| colour) seed 1 ' 

8-12 

60-65 

Wflst Bengal 

i 

‘B 105 

8-10 

55-60 

West Bengal 

Gujarat 2 

8-10 

70-75 

Gujarat State 

|G 65 

8-10 

65 

Punjab, Haryana 

Var.sha 

6-8 

60-65 

Haryana 

‘ D 66-226 

4-6 

60-65 

Rajasthan 

: R 5-4 

6-8 

65-70 

Udaipur and Kota 

regions of Rajasthan 

CO l 

8-10 

65 

Tamil Nadu 

CO 3 

10-12 

70 

Tamil Nadu 

: KM 1 

i k_ 

6-8 

60-65 

Tamil Nadu 


■ce : Improved Varieties of Pulse Crops of India; Projept 
Directorate, All-India Coordinated Pulse Improvement 
Project (fCAR) Kanpur. 
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Through spring, summer and 
autumn you can migrate to 
the waters. On Srinagar's Dal 
and Nagin lakes, dream 
houses await you. 

DREAM 

Your house-boat 
is an island in itself. blot 

Complete with every flovi 
comfort—even luxury Rock of i 



Rent them for a day or season. 
Remember, lakes are for i * 

dreaming. And house-boats. . 
the best way to live your \ 
dreams. 


BLOOM 

Row out and 
bloom among lotus 
flowers. Watch all colours 
of petals glide past your 


SUN 

Laze your body 
on the houseboat terrace. 
A private way to reach 
the sun. Or sip cool 


SHOP 

Don't stir out of 
your rippled home Let 
the wares reach you on 
shikaras that nose and 


and dream in the fragrance shikara. And in the night, drinks under the shade of park by your house-boat. 


of Deodar and Walnut 
wood that paves the floor 
and lines your ceiling. 


watch the stars descend 
on shimmering waters. 


coloured umbrellas. 


Shawls, papier mache. 
embroidery, jewels both 
mock and real I Or simply 
the choicest fruits. 


..THEN 'WANDER; THROUGH TARADISE 


Srinagar is only the start of a fascinating 
holiday. In a land where every inch seems 
landscaped for your pleasure. Drive to 
Yus Marg (52 kms) for peace among the 
mountains, or to Kokernag (77 kms) to 
sip its healthy spring waters Watch the 
trout feed at Verinag (76 kms). the 
source of the river Jhelum Trek to 
Khilanmarg (6 kms from Gulmarg) or ride 
a pony through shaded forests Sonamarg 


(84 kms) the golden meadow and the 
Wular Lake (47 kms). the largest fresh 
water lake in Asia, make longer 
excursions. By the Wular. stop over-night 
at Watlab. Discover Manasbal (35 kms) 
the magical lake set among low ranges. 
Or Ganderba! (24 kms) washed by the 
Sindh Nallah. Athwatoo (9 kms from 
Bandipore) is a new discovery among the 
foothills of Rajdham Pass. 


Kashmiri? 

Fora little more than it costs to stay at home. 
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Alembic Chemical Works 
Company Ltd. 


BARODA-390 003 


Leading Manufacturers of 
Antibiotics, Ethical Pharmaceuticals 
and Home Products 
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Cover your home with cheer... 

with colourful 


COIR 


And here's the surprise: Coir costs 
so little! 

Bring coir into your home. At the doorfront. 
Across the floor. Along the walls. On the 
ceiling. Over the staircase. On the sofas and 
beds. Coir bursts with decor ideas- Doormats. 
Carpets. Rugs. Mattings. Rubberised mattres¬ 
ses and cushions. 100% moth-proof, coir is 
tough and durable. It washes clean easily. 
Dust just slides off it. Yes. Coir can make 
your home contemporary, comfortable, colour¬ 
ful, elegant and functional. 

COIR 

BOARD 

COCHIN-682 016 
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late harvesting of rice. 

The new varieties of mung 
y%re already helping to increase 
pulse production in Uttar Pra¬ 
desh and some of the other 
States. The country can plan 
to produce an additional one 
million tonnes of mung by ex¬ 
tending the area under spring 
and summer cultivation with 
this crop and by fitting it in 
a scries of inter-cropping pat¬ 
terns. 

Advent of Soyabean 

Last but not the least, the 
advent of soyabean as a major 
/•crop in India has opened up 
possibilities of increasing 
the production of this protein 
and oil-rich foodgruin. Al¬ 
ready. nearly half-a-milJion 
hectare of land has been 
brought under cultivation with 
soyabean mostly in the State 
of Madhya Pradesh. With the 
creation of greater market¬ 
ing opportunities and with in¬ 
creased extension efforts, soya¬ 
bean can be made a major 
crop for most parts of the 
country, which should help 
to solve the problem of* both 
protem and calories malnut¬ 
rition. 

The short-term approach 
outlined above offers possi¬ 
bilities of an immediate in¬ 
crease in pulse production in 
the country. The long-term 
solution however, lies in im¬ 
proving the productivity of 
dryland agriculture as pulses 
will continue u> be grown 
largely as rain fed crops in 
their traditional habitats. In 
these lands, the real problem 
is not one of absolute short¬ 
age of water but one of irre¬ 
gular distribution of rainfall 
so that there may be prolonged 
dry spells. The common pat¬ 
tern is that there is heavy pre¬ 
cipitation in the early part of 
the monsoon season followed 


? w* ‘ txble IV 

Economics of Cultivation of Improved Varieties of arhar on 
Farmers’ Fields in the Union Territory of Delhi 


Cost Rs 

Preparatory tillage—3, Rs 100 each 300.00 

Cost of seed—20 kg, (u> Rs 4 per kg 80.00 

Cost of fertiliser DAP 125 kg 400.00 

Sowing cost—2 pair ploughman 100.00 

Irrigation - 3, iw Rs 50 each 150.00 

Weeding I, 15 men each weeding 240.00 

Plant protection- 1 spray 140.00 

Harvesting 15 men per hectare 240.00 

Threshing -20 men per hectare 320.00 

Marketing (transport, labour, Arhat charges) 150.00 

Total cost 2,120.00 

Gross income : - 

Yield —20 quintals per hectare selling 
price (ai Rs 300 per quintal 6,000.00 

Sticks 40 quintals, nt Rs 5 per quintal 200.00 


6,200.00 


Net profit. 

Rs. 6,200 -2,120.00 - Rs 4,080.00 per hectare. 


Note: L ibour Charges 1 o p,r man per day. 

Source : Production Unit, IARI, New Delhi. 


with the use of improved im¬ 
plements and other agrono¬ 
mic practices like the appli¬ 
cation of small doses of che¬ 
mical fertilisers and pesti¬ 
cides, which offers major 
possibilities of increasing pulse 
production in the long term. 

It is recognised that com¬ 
bined with the improved varie¬ 
ties, it is these management 
practices which hold the key 
to increasing production 
of pulses in States like Madhya 
Pradesh, Maharashtra, Guja¬ 
rat, Bihar and Eastern Uttar 
Pradesh. Its widespread adop¬ 
tion will not only help to make 
Indian agriculture more 
diversified and more produc¬ 
tive for crops like pulses and 
oilseeds, it will also help to 
remove some of the dispari¬ 
ties between farmers having 
irrigation and those depend¬ 
ing only on rainfall. 


by dry spells. A large part of 
the water with the first rains 
is lost at present through run¬ 
off. A fundamental require¬ 
ment for increased pulse pro¬ 
duction in the drylands i> that 
of harvesting the excess water 
and storing it for subsequent 
utilisation in the form of one 
or two protective irrigations 
when the dry spells prevail. 

The water harvesting techno¬ 
logy has received considerable 
attention in recent years and 
it is already widely practised in 
countries like Israel. The All- 
India Coordinated Research 
Project on Dryland Agricul¬ 
ture sponsored by the Indian 
Council of Agricultural 
Research and the International 
Crops Research Institute for 
Semi-Arid Tropics, both 
at Hyderabad, have evolved 
in recent years techniques of 
this kind for our own country, 
it is this technology coupled 
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Best Compliments 
From 

HOWE (INDIA) PVT. LTD. 

Consulting Enginoors 

Planning, Design, Project Management 
Marine and Harbour Works, Bulk Material 
Handling and Processing, Bulk Grain 
Storage and Port Grain Terminals 


* 

$ 
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That's our philosophy. 

And our purpose. 

For, to meet the needs of a growing nation, .there 
must be an increase mg cropproduction. 

We realized this wav back in 1951 since then, 
we've dedicated ourselves to achieve this goal... 
■By producing more fertilizers. 

■By offering full fledged agronomy and farm 
advisory services 

■By educating the farmer, through fertilizer 
demonstrations, field days, kisan melas, farrn- 
trainmg, soil testing, and with other technical 
advice 


Today, wo're the oldest fertilizer company in 
India, with a great deal of achievements 
But. to the 14,000'of us at FCI the endeavour 
continues. 

Our factories work day and night to increase 
production 

Two new units are fast coming up at.Talcher 
and Ramagundam. 

And every day, our agronomists reach far and 
across the country to guide and help 
the farmers of lnd«a reap richer harvests. 

To feed a nation weli, 
no less effort would do. 



n 


THE FERTILIZER 
CORPORATION OF 
INDIA LTD. 

55/Madhuban,N«hru Plata. New Delhi-110 019 
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Feeding India’s Coming Billion 


j Baffled by the fact-flouting 
|penchant of the intellectual 
I community, George Orwell 
^ once cried out in desperation: 
| “We have sunk to a depth at 
\ which restatement of the ob- 
i, vious is the first duly of intelli¬ 
gent men.*’ A similar duty 
imposes itself on us today, if 
: anything for an even more 
compelling reason. 

Large segments of the huma- 
are sinking deeper into 
poverty and hunger. But we 

u are still unable to work out a 

/ 

^failsafe strategy to rescue 
; them, even though science and 
technology have given us all the 
tools we need to do so. The 
* root cause of this anomaly is 
not lack of learning but, ironi- 
^ tally, a surfeit of it. Only 
too often wc Haunt our know- 
, ledge and flout the facts. And 
for too long wc have allowed 
| sophistication to obfuscate the 
obvious. 


This is preeminently the case 
Lwith India today. She is uni- 
$quch endowed to develop a 
^ booming agriculture along mo- 
dern lines, to use it as an 
* engine for all-round progress 
: and to lift the masses of 
people from the morass of 
abysmal poverty; also to act 
as the logical leader of tropi¬ 
cal agriculture, and to inspire 
and lead the developing coun- 
; tries both by her own example 
and through imaginative lech- 
i nical assistance. 

5 


I Right Strategy 

5 

| With agriculture in the forc- 
, front Tndia can, if she adopts 
|llhe right strategy, stage an 
I economic miracle of her own 
I and raise the rate of her annual 
; growth to the double-digit 
! level. She can do in agriculture 


Sudhir Sen 


what Japan, in the last thirty 
years, has done in industries. 
And she can demonstrate con¬ 
vincingly that, in the nature's 
scheme of things, the real 
bread-basket of the world lies 
not in the “North'*—the 
frost-and-snow-belt of the 
planet, but in the “South 1 ' -its 
sun-belt; that the developing 
countries look so helpless, and 
hopeless, today only because 
their agriculture has been neg¬ 
lected and downgraded so long; 
that they cannot only survive, 
but rapidly move on to an era 
of rising prosperity once they 
systematically put to work the 
vast resources they have been 
blessed with their land and 
water, their climate and pro¬ 
fuse sunshine, their huge man¬ 
power—with the scientific 
knowledge and technologies 
that are already available. 
Once they discover tropical 
agriculture, their survival m 
human dignity will no longer 
be in doubt. 

Overlooking Facts 

Are these just idle thoughts, 
products of unbridled fantasy? 
They may admittedly seem so, 
but only because we arc still 
too prone to overlook some 
obvious facts. Lei me, then 
restate them in relation to 
India. 

One: The population of 
India will approach, probably 
exceed, the one-billion mark by 
the year 2000. The last census 
count, taken during February 
9-28, came as a shocker— 
a total of 683.8 million, 12 
million more than had been 
estimated. In the previous ten 
years, the population had 
grown by an astounding 
J35.7 million, almost a 25 


per cent increase. F.vcrvbody 
had expected some increase, 
but nothing of that order. 

In an interview given to the 
New Yorker and reported in 
its Septembei 28 issue, the 
Registrar General and Census 
Commissioner of India. Mr P. 
Padmanubha, said that the 
census had “probably under- 
counted'’ by something bet¬ 
ween 1.5 and 1.7 per cent. 
With such a correction the 
actual would be about 695 
million. 

Gigantic Problem 

India now contains 
more than 15 per cent of all 
the people on earth. (China lias 
21 per cent, the United States 
only five.) India's birth rate 
is still 35 per thousand people, 
as against 21 in China and 15 
in the USA. The Government 
had hoped that, by 1995, 
India's population would level 
oil at about 900 million. That 
now seems out of the question, 
“If we continue to grow at 
our current rate", said Mr 
Padmanabha, “our population 
will double in another thirty 
years." 

Two: By far the biggest 
task before India is to feed 
this soaring population. De¬ 
velopment will be meaningless 
unless people can be adequately 
fed, nor can there be peace and 
stability as long as hunger 
stalks the land. Luckily, the 
coin lias a bright side as well. 
Once the food problem is 
solved, the back of the poverty 
problem will be broken; and all 
the other problems, however 
intimidating they may look, 
will be far easier to tackle. 
Food is not only our most 
urgent basic need; relatively, 
it is also the most expensive. 


Thanks to our benign climate, 
shelter, clothing and energy 
costs weigh far less in our 
family budgets. 

Three: The gospel of family 
planning will cut no ice with 
the struggling, starving poor. 
They will continue to multiply 
mindlessly as long as they 
feel no stake in the society and 
in their own future. As Barbara 
Ward reminded the family 
phimiers, “Give them the pill, 
they will throw it back at your 
face." This holds good not 
only for the pill, but for all 
contraceptives. No, there is 
no easy way out, no short¬ 
cut. Human beings cannot be 
bulldo/ed into adopting birth 
control measures they can 
only be induced to do so. They 
can be induced only when they 
are provided with a minimum 
of economic opportunity and 
human dignity. 

False Thesis 

four: Food and jobs, it fol¬ 
lows, must go hand in hand 
with the loop and pill. Too 
much precious time has been 
wasted in a chicken-or-egg 
lype of controversy. For 
years too many experts, both in 
developed and in developing 
countries, have onesidedly in¬ 
sisted that population growth 
must be curbed lirst; otherwise 
poverty and hunger problem 
can never be solved. This 
false thesis has badly hurt 
development and greatly ag¬ 
gravated the stupendous tasks 
that were inherited from his¬ 
tory. What was—and still 
is needed is an aggressive, 
well-synchronised attack on 
both fronts. Tt is the inter¬ 
action, or synergy, between the 
two that holds out the best 
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* ftope of boosting the living 
| standards and slashing , the 
j crude birth rales. 

I Fifth: Food has been treated 
| as India's greatest burden, a 
. crippling liability. This amaz¬ 
ing misperception has been 
the primary cause of her eco¬ 
nomic misfortune. Food 
, should never have been a bur- 
: den for her: on the contrary, 
it oilers her the greatest oppor¬ 
tunity. Far from being a 
liability, it is her most precious 
| potential asset. In fact, it is the 
1 best, if not the only, exist she 
? has to escape from the mas- 
; sive poverty her masses of 
: people have been trapped in. 

; Consider first a few simple 
facts about her physical en- 
- dowments: 

Land : India is exceptional¬ 
ly rich in land resources, richer 
' than most people, including 
I Indians, realise. For example, 
the land mass of China covers 


965 million hectares (ha), but 
most of it is too mountainous 
or too dry for agriculture. 
Only 15 per cent of the area, 
or 147 million ha, is classi¬ 
fied as arable land, and of this 
only i 11 million ha are actually 
cultivated. 

India's gross area is only 
about a third of China's, or 
328 milion ha, but her culti¬ 
vated area in percentage terms 
is three times higher—45 per 
cent or 140 million ha. 
Besides, much of her so-called 
“cultural waste" lands and 
“cultural fallows", totalling 
another nine per cent or 28 
million ha, could be turned 
into good cropland without too 
much trouble. 

To put it dilTerently, China 
with almost a quarter of the 
world population, has only 
seven per cent of its arable 
land; India with less than a 
sixth of the population has 


about 10 per cent of the 
cultivable area. 

Water : India is richly en¬ 
dowed with water, both surface 
and underground, though we 
never cease to grumble about 
the monsoon. Our implicit 
complaint is that Mother 
Nature has let us down inas¬ 
much as she does not judi¬ 
ciously spoonfeed us by dis¬ 
tributing the rainfall evenly 
over the year and, instead, 
dumps it on us recklessly in 
three months. Yet, as her 
spoilt children we should ask 
ourselves how many perpetually 
drought-stricken countries 
would be elated to swap their 
lot with ours. We should 
also derive some solace from 
the reflection that, but for the 
mighty convulsions that gave 
birth to I he heavenly Hima¬ 
layas countless millennia ago, 
ours might have been a sandy 
land, a part of the long chain 


of deserts that, with some 
minor breaks, extend from 
Morocco to Rajasthan. No/ 
the monsoon is not a curse, 
but a rare blessing, its bounti¬ 
ful showers are a potential 
source of fabulous wealth. 
What we have to do is to work 
with Nature to make the best 
of an abundant supply of this 
life-giving fluid. 

Climate : Finally, there is 
the climate, an extremely 
important factor though only 
loo often it is left out of our 
agricultural equations. India's 
land mass lies between 8 U 4 , 
and 37“6' north latitudes; most ^ 
of her arable land fails within 
the tropics and subtropics. 
This means that for crop¬ 
raising she has no climatic 
harrier , and where enough 
water supply is assured, ciops 
can be grown >ound the year. 
Contrast this wiih the situ¬ 
ation in China most of her 
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arable land lies much farther 
north extending to the 48° 
latitude, which naturally limits 
the intensity of cropping. 

India has yet another factor 
to her advantage. The high 
mountains, especially in the 
north and the south, give her 
also a cool temperate climate 
over a fairly wide area. Thanks 
to her latitude and altitude, 
she is in a position to grow 
virtually the whole range of 
crops that are grown both in 
the tropical and the temperate 
zones of the world. No other 
country enjoys this double 
advantage to anything like 
a comparable scale. Nor 
should one overlook the fact 
that in a warm climate like 
India’s plants and animals, 
in general, have a significantly 
faster rate of growth. 

Tropical Agriculture 

Six: Tropical agriculture, 
starved of science and tech¬ 
nology, long languished in 
chronic neglect. But at last 
it has entered a dynamic- 
phase; the dawn of scientific 
age has opened up vast new 
horizons for it. The so-called 
green revolution has given us 
the first glimpse of its exciting 
potential, albeit with only a 
few crops. The foremost task 
now is to speed and spread it 
in all directions to bring our 
primitive agriculture up to the 
scientific standards of the lale- 
twentieth century. 

Seven: Jnd»a must be a land 
of small farmers. This is 
dictated by her low and 
still shrinking land-population 
ratio. Her total arable land 
today, as noted earlier, is 
around 140 million hectares, 
about the same as in 1947 when 
she became independent. Her 
popula tion, too, was close to 
350 million at that time. But 
now it is 700 million, and in 
another twenty years it will hit 
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the one-billion mark, tn just 
over three decades the ratio 
has dropped from 1:1 to 1:2, 
and is now heading towards, 
1:3, Jt follows that her land 
will have to be worked cor¬ 
respondingly harder to support 
the burgeoning population, in 
fact even harder if we take into 
account the backlog of hunger 
inherited from a do-liltlc past. 

Eight: In Indian conditions 
small farms, even of a few 
acres, can he not only viable, 
but also truly beautiful and 
extraordinarily bountifu 1, far 
more than mechanised large 
farms, despite stubbornly held 
myths to the contrary. Briefly, 
here are the reasons: 

a. In our warm climate one 
heclare is potentially 
equivalent to two to live 
hectares since it can be 
used to raise two to live 
crops a year, depending on 
the availability of water. 

b. The short-duration, high- 
yielding varieties cannot 
only increase cropping in¬ 
tensity, but also boost 
productivity per crop 
lour to live times. On 
an average, an eight-fold 
increase in output per 
hectare per year is consi¬ 
dered quite realistic. 

c. Heavy-yielding crops - 
potatoes, sweet potatoes, 
cassava and other tubers, 
also a vast and fascinating 
array of fruits and vege¬ 
tables - can further ex¬ 
pand farm productivity 
and incomes. 

d. Mixed tanning with cat¬ 
tle and poultry has many 
advantages as a source 
of highly valued and sore¬ 
ly needed protein food, of 
substantial additional in¬ 
comes it will fetch, also 
of valuable organic ma¬ 
nure it will yield as a by- 
pioduct. 

e. Pond fishery has spccta- 
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cular prospects, thanks 
largely to two critical 
breakthroughs: induced 
breeding of major carps 
through pituitary hor¬ 
mone injection first suc¬ 
cessfully made m 1957, 
which ensures an abun¬ 
dant supply of spawn and 
fry; and long-distance air 
transportation of both 
in polythene bags of ox¬ 
ygen - i m pregn ated wa l er, 
which makes their dis¬ 
tribution possible with 
negligible rales of mor¬ 
tality. A massive ton¬ 
nage of high-quality fish 
can be raised almost con¬ 
tinuously through mixed 
cultivation of carps in 
fresh-water ponds. But 
Irdta has been at best 
half-hearted in capitali¬ 
sing on these break¬ 
throughs. Progress in tins 
field has been excrucia¬ 
tingly slow. 

f. Home-processing of farm 
and dairy products can 
be a nourishing and high¬ 
ly desirable cottage in¬ 
dustry. And it can sub¬ 
stantially enhance the 
incomes of farm families. 

Nine: To tap this huge po¬ 
tential of her agriculture 
through intensive small-scale 
farming, India must satisfy 
three imperatives: 

a. Remove the roadblock. 
Of the 576,000 villages 
the great majority, per¬ 
haps three-quarters, still 
lack all-weather roads 
linking them to readily- 
accessible markets. This 
single fact is enough to 
condemn them to iow- 
levcl subsistence farming. 
Even primitive faimers 
will not turn out sut- 
pluses they cannot mar¬ 
ket. This physical obs¬ 
tacle or roadblock — 
must be removed if 


science-based commercia 
agriculture is to succeed 
The existing road-bui! 
ding programmes have U 
be accelerated: and, ob 
viously, priority has to b 
given to village-to-maike 
roads in dense ly-popu la 
ted areas. 

b. Liquidate the Mil I-linger in 
remnants of feudalisn 
This means that the u 
non/-tillers must be turne 
into owner-tillers. Fai 
mers will pioduce fa 
more from the land onl 
when they are sure tha 
they will reap the bene 
fits of what they produc 
with the sweat of thei 
brow. And they will bef 
low endless loving cai 
on the land they own t 
keep it in good shap 
and to build up its fert 
lily. Ownership has i 
magic, it is the key to a 
explosive growth in far 
productivity. This is s 
open secret, yet how stul 
bornly unwilling we a 
to recognise this fact! 

c. Introduce small far 
equipm en /, mos tly Jap 
nese-sfyle and hand-op 
rated . The kit of gard( 
tools used in Weste: 
countries will go a loi 
way in reducing drudge 
and raising productive 

Ten: There is yet a noth 
imperative which India ct 
no longer ignore. She mi 
greatly expard her resear 
facilities for plant and aniljr 
breeding to produce high-yii 
ding varieties in all major lie! 
Tndia is the world's best tre 
sure house in gene wealt 
this gives her unique opport 
nity which she must systema 
cally exploit. She has alrea 
a sizable pool of talent 
scientists; and it can be rapk 
expanded if gifted young m 
and women arc attracted 
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tftft vitally important iicW 
with adequate incentives. Given 
proper facilities, the contri¬ 
bution they can make is enor¬ 
mous. 

There is crying need to apply 
medern genetics, including 
gene-splicing, to upgrade the 
whole range of our crops— 
not only cereals, but also 
tubers, fruits and vegetables, 
even grass and trees, also ani¬ 
mals, especially cattle, poultry 
and fish —to evolve high-yiel¬ 
ding varieties in every field. 
Genetic upgrading is the grea¬ 
test booster of farm pro¬ 
ductivity. The return it yields 
f on investments is astonishingly 
high and cannot be remotely 
matched by any other capital 
spending programme. 

Land Reforms 

Eleven: Once agriculture is 
transformed on the above 
lines, it will become the most 
powerful engine of progress. 
The sixty-five million farm 
families, all freed fiom feudal 
shackles, will work tirelessly 
to extract many times more 
wealth from their fields; this 
will deal the most effective 
blow to the problem of poverty 
and mounting joblessness. The 
multiplying farm output will 
have multiplier effects which 
will spill over in many direc¬ 
tions, creating new industries, 
jobs and incomes on an cver- 
increasing scale and rapidly 
widening the markets for manu¬ 
factured goods. All this will 
fuel economic growth which 
may easily leap to, and conti¬ 
nue at, double-digit levels for 
years to come. 

Twelve: Has India solved 
her food problem? Let us not 
deceive—and disgrace—our¬ 
selves by claiming that wc have 
when the howling realities are 
proclaiming to the world that 
we have not. In December 
1972, a political document of 


at then-ruling Congress Party 
stated bluntly; “The calorific 
and nutritional intake of the 
vast masses of people arc, 
indeed, miserable, below the 
poverty line- and this line is 
well below the line of desti¬ 
tution in other countries of the 

world.Abysmal poverty 

stalks the land,*’ In the inter¬ 
vening years population has 
gone up 135 million or about 
25 per cent, while grain pro¬ 
duction has increased by, say, 
12 million tons or 10 per cent! 

The Fifth Plan, as initially 
designed, fixed a target of 
140 million tons for grain pro¬ 
duction, to be reached by 1978- 
79. Then came several years of 
embarrassing shortfalls, and 
so the target was quitely 
dropped. Today we are boast¬ 
fully cclcbiating a record 
grain output of 132 million 
tons reached this year! 

Or, take a look at China. 
Her grain production reached 
a new record of 330 million 
tons in 1981. With more than 


thing about it is that we are 
still not much troubled by this 
dismally low rate of perform- 
mance. The most fareful ques¬ 
tion that faces us today is: Can 
we rebuild our agriculture, ex¬ 
ploit 50per cent of its potential¬ 
ities, and reach that rate latest 
by the end of the century? Wc 
certainly can, provided we 
adopt the strategy outlined 
above. And this will make all 
the difference to our economy, 
to India as a nation, and to her 
status in the world. 

Fourteen: This brings us to 
the final and the simplest of all 
axioms, also the one most 
easily overlooked: Food is the 
heart of development , If we 
succeed here , ire shall succeed 
in everything else. If ire fa if 
even Ciod \will not save us\ 

What we need today is a 
two-fold vision : first, of our 
resource-rich subcontinent as 
a chain of Tropical Denmark - 
verdant and vibrant --extend¬ 


ing from one end to the other; 
and, second, of a new' mission— 
to carry the glories of tiopical 
agriculture abroad, to spread 
them across the three poverty- 
stricken, hunger-ridden conti¬ 
nents, and to show conclusively 
to the high-brow cynics that, 
in nature's scheme of things, 
the real bieadbaskct of the 
world lies not in the vaunted 
‘‘North", but in the long- 
slighted “South", the sun- 
soaked, evergreen segment of 
the planet. 

These are all—in any case 
they should be self-evident 
truths about our develop¬ 
ment.* Shall we wake up from 
our long inertia, grasp them 
firmly and recast our entire 
Five-Year Plan solidly on their 
basis ? When? 

*Some might still find them both 
bald and bold If so, for the relevant 
factual and statistical underpinnings 
they ,n ly refer to in my books : A 
Ruhcr Harvest (1974), Reaping tht 
Green Revolution (1975), and Turning 
the Tide (1978). 


two-thirds of China's popula¬ 
tion, India should right now 
have a production level of at 
least 220 million tons of grain 
to be on a par with China. 
The inclusion of the grain 
equivalent of potatoes in the 
Chinese figure slightly distorts 
the comparison, but only slight- 

>y- 

Thirteen : The delusion (hat 
we have licked our food prob¬ 
lem is doubly dangerous. As 
long as wc cling to it, we shall 
be sleepwalking toward the 
abyss that lies not too far 
ahead; and in the process we 
shall be throwing away the 
best chance—yes, the only 
chance- we still have of aver¬ 
ting a cataclysmic disaster of 
unprecedented magnitude. 



Today, India’s “agricultural 
plant" taps no more than 10 


T 5134. Arya Smaj Road 
(Faiz Road Crowing). Now Oolhi-110005 


to 12 per cent of its huge po¬ 


tential. The most troubling 
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Self-defeating Plantation Policies 

Valale I. Chacko 


: AN important issue that 
icamc sharply into view during 
the past five or six years was 
Whether the Government of 
; India has a plantation policy. 

. For a country which has to 
Compete in a difficult world 
jmarket, a consistent and pur¬ 
poseful policy direction is a 
necessary pari of its export 
iand development strategy. 
India is by far the largest pro- 
: jducer of tea and the country's 
output of coffee, rubber, car¬ 
damom and several other ciops 
Within the internationally 
’recognized plantation group is 
■ steadily rising. 

During J98J, the Govern¬ 
ment was most concerned 
* about tea. But its problems 
had begun a long time ago 
and will require a deeper ana 
more sensitive understanding. 

. Though tlie producers find rub- 
< ber prices high and attractive 
in a peculiarly protected mar- 
, ket, the rubber industry faces 
as serious a problem as tea. 
Coffee may not be very tar 
behind. 

Incorrect Assumption 

\ By the Tea Act of 1953 and 
l the Coffee and Rubber Acts of 
1955 it is generally assumed 
that the Central Government 
has a fairly clear and com¬ 
prehensive policy with regard 
to these crops. What Par¬ 
liament did was to declare the 
' iipediency of placing ihesc 
props under the control of the 
Union Government for iheir 
Icvelopment. What the Govern¬ 
ment did was to set up the 
, instrument of control through 
&e respectivestatuiorv boards. 
Since the Central Government 
; s directh involved with the 
' ;ask of development and iheie 


has beer a measure of growth 
in plantation crops, exceeding 
those achieved by agricultural 
crops in general during the 
past 25 years, there is a ten¬ 
dency to link the achievement 
and the Central control as 
amounting to the existence of a 
policy and the success of its 
management. 

The Pitfall 

More sober and critical as¬ 
sessment is needed. One of the 
pitfalls of measuring progress 
of the Indian industry is 
to do so without external 
comparison. For instance, the 
rate of growth of coffee in 
Indonesia, Ivory Coast, Kenya, 
San Salvador; Colombia and 
others, tea in countries like 
Papua, New Guinea, Kenya, 
Argentina and rubber in 
Malaysia ar.d Thailand nui»t 
be compared with our own 
rate for a more balanced 
measurement of progress. 

The Government would have 
served the country better by 
having a concept of strategy 
and longer term policies con¬ 
sistent with it. The individual 
board could then function 
without the chairmen having 
to visii Delhi for approval on 
every issue or using the practice 
as a means of imposing deci¬ 
sions on weak and dependent 
boards. Appointing everybody 
on the board and having a 
tight control over them do 
not amount to autonomy, or 
consistency iind clarity in the 
objectives pursued. A number 
of specific decisions of the 
Government and the different 
lines of policy they indicate 
can be cited for illustialion. 

During the past five years, 
after some 25 years of active 


promotion of the idea of a 
higher productivity in rubber, 
there is a perceptible stagna¬ 
tion in Indian output. Develop¬ 
ment was clearly the objective 
in providing a subsidy and at¬ 
tractive prices. The subsidy for 
replanting initiated in 1956 
was to quicken the pace of re¬ 
moving obsolescence. That 
simple objective was blunted 
by another policy. Subsidies 
were offered on the basis of 
preferential discrimination as 
between different sizes of es¬ 
tates. The rate of cess col¬ 
lected to finance it was uni¬ 
form for all units and the dis¬ 
crimination logically sought to 
hold back their rehabilitation. 
Most of the cess came from 
those who produced more per 
hectare. A rational objective 
would have been the removal 
of obsolescence within the 
briefest span of time. But 
a secondary objective of size 
discrimination was introduced 
as between different size 
groups of producers. 

Purpose of Control 

The purpose of Central as¬ 
sumption of power over plan¬ 
tation industry was develop¬ 
ment, and control was inci¬ 
dental to achieving develop¬ 
ment. But exercising total ad¬ 
ministrative control over what 
the law designed as autono¬ 
mous boards, they have become 
mere appendages of the ad¬ 
ministrative ministry and the 
constituted boards became & 
convenient fifth wheel to share 
the responsibility for decisions 
approved by the Government. 
Their usefulness as independent 
bodies, within the purpose of 
legislation has been, thus, 
neutralised. 


Secondary objectives and 
diffusive policies took charge 
in costing, income determina¬ 
tion, market intervention, de¬ 
velopment subsidies, taxation, 
representation and several other 
areas of administrative policies. 
The central fact that rubber 
is an area specific crop and 
India has to increasingly use 
its limited land resource for 
the optimal output within a 
lime frame gave way to all 
kinds of other considerations. 
The net result is that India may 
have to spend Rs 55 crores 
this year and increasingly more 
hard currency to import rub¬ 
ber. 

Contrary Policies 

India established its do¬ 
minance as the world's leading 
tea exporter way back in 1904 
when China was displaced. 
Before ancl afler this event, 
for 150 years, Indian policy 
has been (o maintain India’s 
dominance in this export com¬ 
modity. But the whole series of 
decisions taken in almost all 
the areas of consequence were 
contrary to it. These began 
with the differentiation policy 
between the so-called tradi¬ 
tional and non-traditional ex¬ 
ports. The policy for the iat- 
tei was one of assistance with 
replenishment imports, entitle¬ 
ment^, incentives and subsidies, 
fn the case of the other it was 
taken for granted that tradi¬ 
tional commodities will con¬ 
tinue to be somehow export¬ 
ed. Under conditions of rigidly 
fixed rupee exchange rates, 
well above the internationally 
accepted rate, importers were, 
in effect, subsidised and 
exporters penalised. Tn 1966 
when the rupee was devalued. 
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WutraHz^ it by simiitkne6li«ity ts shattered when with casual 


imposing a duty on,tea export. 

\Though tea was one of InjdiaV 
leading exports and the osten¬ 
sible purpose of devaluation 
was to improve India’s com¬ 
petitiveness, it was a strange 
and contradictory decision to 
take away from tea the advan¬ 
tage given to all other exports 
by devaluation. 

In 1977, when after many 
years of stagnant prices, tea 
had a spurt which lasted about 
five months, between the rise 
and the fall, an export duty 
was imposed, excise duty re¬ 
bate on export was removed, 
and exports were restricted all 
at one stroke on April 9, 
1977. The damage inflicted on 
India's standing as an expor¬ 
ter did not cease with the 
eventual withdrawal of the 
duty. Nations foster their 
trade connections and the con¬ 
fidence that is gradually es- 


abandon a U-turn in policy 
is taken and stubbornly stand 
by it against every argument. 

The affected domestic in¬ 
dustry wears the garb of peti¬ 
tioners when they approach 
the Government for corrective 
action, ft has no organic link 
with the Government suffi¬ 
ciently strong to establish a 
certain mutuality and inter¬ 
action. The Statutory Board as 
a creature of the Government 
is of little help. The Govern¬ 
ment has not yet recognised 
that private citizens acting 
through independent or auto¬ 
nomous institutions can be 
effective and successful agents 
of a nation’s export trade and 
economic growth. The peti¬ 
tioner’s posture therefore re¬ 
sults in a form of dependency 
and favour-seeking when a 
more rational and pragmatic 
relationship is called for. 


an overnight decision on ex¬ 
port duty, when tea prices 
torched Rs 32.60 per kg., 
could not amend the duty 
even after the prices dropped 
to Rs 13.80 in a few months. 
Meanwhile, Indian tea export 
lost, more permanently than 
is admitted, some of its best 
world customers. 

Coffee trade which is securely 
controlled through the Coffee 
Board, more pointedly demons¬ 
trates the absence of coherent 
and consistent policy. India’s 
ability to increase export was 
primarily a function of higher 
production. From about 1,500 
tonnes in 1951, exports have 
exceeded 90,000 tonnes. The 
quota received by India has 
risen to 65,000 tonnes, the 
remainder being exported to 
non-quota countries. The 
weight of coffee going to con¬ 
vertible currency trade is 
about two-thirds and to rupee 


trading countries about one* 
third. 

Till 1973 the boaid followed 
the stock disposal system of 
offering coffee through the 
open auctions. The rupee tra¬ 
der operated at the auctions 
in the same way he did at the 
tea auctions in the country. 

A change was introduced from 
1973. A year later the Public , 
Accounts Committee under the 
chairmanship of Mr Jyolir- 
moy Bosu, MP, recommended 
the canalisation of the entile 
coffee trade, to avoid any pos* 
sibility of under-invoicing by ; 
private trade. This argument i 
could be used against the entire. , 
export trade of India though > 
no proof of such under invoice 
ing was quoted in the report* J 
It fact the average price es- 
tablished by private traders at > 
the auction is the price fof 
bilateral contract in coffed' 
wiih the USSR, ^ 

How did the PAC make 
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Nothing is meaningful without 
variety. Diversity in nature breaks 
monotony. Technological 
innovations provide useful 
variety of products. 


PRODUCT RANGE 
CABLES 

f Crosslinked Polyethylene 

Insulated Cables (PEX) in collaboration 
with ASEA KABEL, Sweden • Paper 
Insulated Lead Cover Cables (PILC) 
• Rubber Insulated Cables • PVC 
Insulated Cables • And numerous special 
cables to National and International 
designs and to suit special requirement. 

CAPACITORS 
Paper Capacitors • High Voltage 
Power Capacitors • Medium Voltage 
Power Capacitors • Medium & High 
Frequency Power Capacitors 
• High Frequency Furnace Capacitors 
• DC Capacitors 
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not made in regard to other 
^commodities? Would 50 per 
lent submission to its proposal 
become the price coffee has to 
pay for its pooled and con¬ 
trolled status? Without any 
specific formal declaration of 
policy the board was persuaded 
to divert 50 per cent of the ex¬ 
port through direct trade and 
to that extent restrict the ex¬ 
port trade to the other 50 per 
cent through the open auction 
system. 

These important issues are 
neither formally discussed nor 
j openly questioned, but they 
r are sufficient to point to the 
abscence of any consistent 
policy. Whereas India tolerates 
high domestic prices for a 
majority of commodities in 
daily need and exports high 
cost manufactures with subsi¬ 
dies to the extent of Rs 625 
crores per annum, tea in 1977 
and coffee for twenty years 
were compelled to be sold at 
an artificially low price. 
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C«ifc: Auction Sales 


(Rs per 50 kgms) 


, 

24th Export Auction 
held on 8.1281 

Interna] Auction 
held at Vijaya¬ 
wada: 28.M.81 

Arabica Cherry ‘AB’ 

1132.50 

486.50 

Arabica Cherry ‘PB’ 

1137.00 

530.00 

Arabica Cherry ‘C’ 

1081.50 

458.00 

Arabica Cherry B/B/B 

708.00 

368.00 


Vengeance in Reverse 

In the matter of coffee, the 
subsidy occurs with a ven¬ 
geance in the reverse. Indian 
domestic price for coffee is 
maintained at one-third to one- 
fifth of the consumer price in 
the market to which we export 
whereas the reverse is true in 
edible oils, butter, sugar, raw 
rubber and many other items. 

It is not clear whether such 
differential policies have a 
common basis in reasoning or 
they are arbitrarily and ran¬ 
domly decided. The country 
would have reacted more 
alertly if the decisions now 
applying to coffee or tea were 
to be extended universally 
, to all crops and manufactures. 
A mixed economy would then 
become incompatible with 
such a policy. As an illus¬ 
tration, the table shows the 


board's internal and export 
auction prices for identical 
grades of coffee. 

The Government has the 
power to notify a price for 
coffee under the Coffee Act. 

It has not chosen to do so, 
preferring the more indirect 
method of using its authority 
over the board to secuie a 
price administration less liable 
to open challenge. 

The Government introduced 
a system of incentives for rub¬ 
ber development in 1956 with 
a Central provision of subsidy 
for undertaking replanting. No 
such subsidy exists for coffee 
growers and the earliest sub¬ 
sidy provided since 1972 was 
confined to small holdings. 
The increase in the weight of 
output as between coffee and 
rubber since 1956 does not 
reflect the differential effect of 
liberal incentives in the case of 
one or its absence in the other. 
Coffee increased from around 
25,000 tonnes to 150,000 ton¬ 
nes as did rubber, but from a 
smaller area expansion and a 
much smaller extent of proli¬ 
feration. 

The enactment of the Com¬ 
modity Acts implied Central 
coordination of development, 
marketing and administrative 
policies. But there is hardly 
any evidence that there was 
any conscious attempt at co¬ 
ordinating them. Plantation 
crops as export commodities 
have to face competition from 


Source: Coffee Board 

a large number of other pro¬ 
ducing countries seeking the 
same markets. In most of those 
countries with unitary Govern¬ 
ments, and many of them more 
sharply aware of the need to 
gain an advantage in those 
markets, face Indian pre ducers 
weakened by domestic policies. 
The absence of coordination 
between State ard Central 
authorities is not a problem 
faced by India's rivals. The 
States searching for additional 
revenue look upon plantation 
crops as an inexhaustible 
source and tax them accor¬ 
dingly . 

Kerala State intrcduced 
a maximum rate of income tax 
at 85 per cent without deduc¬ 
tions on non-Indian planta¬ 
tion companies, a rate un¬ 
heard of in corporate taxa¬ 
tion. Assam introduced an 
effective rate of 75 per cent 
on agricultural income. Kar¬ 
nataka obtains 97 per cent of 
its total revenue from agri¬ 
cultural income from planta¬ 
tions. At the same time 85 per 
cent of the entire revenue to 
the Centre from export duty 
earned during 1977-78 came 
from plantation commodities. 

There is a general lack of 
awareness within the system 
of plantation administration 
under the commodity legis¬ 
lation, that the practices that 
have grown up over the past 
25 to 30 years require a criti¬ 
cal scrutiny. So far the Union 


Government has been content 
with a process of crisis res- . 
ponse. It has not initiated an 
independent appraisal of 
its policies or administrative 
or development options over 
this whole period. The Chari 
Committee on Tea Finance* 
the Barooah Committee on 
Tea. The Tandon Committee on 
Auctions and others were ad 
hoc in nature and dealt with 
fragments of a complex ag¬ 
glomerate of industry pro¬ 
blems. 

Complex Problems 

An appraisal of this 
kind has not taken place for 
various reasons. The tradiv 
tional approach of the, 
Governments in the States and 
the Centres favour a different 
order of priorities. They un¬ 
derstand petitions for reliefs*; 
not participation in the pro¬ 
cesses of evolving alternative 
policies or setting up more 
participative instruments to 
deal with complex problems" 
of development and coor¬ 
dination under conditions 
of competitive pressured 
from both within and froth, 
rivals abroad. 

In making this broad 
assessment of policy contradi& 
tion and confusion, the point 
is not that no progress has 
been made. The far more im*? 
portant lesson to be learnt is 
that a more serious and detef* 
mined effort to coordinate and 
harmonise policies has to be 
made by the Central Govern* 
ment, that far greater progress 
could have been achieved A( 
less cost in resources: tn$ 
we have to recognise 
fact that the sum of our pbl|* 
cies should have as the Aitb 
helping Indian producers 'tfe 
meet the challenges of tht 
world market. That is 
plantation commodities hayt 
to be sold. 
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Air-India 

now has no seats on 

747 First Class . 



Only Slumberettes! 

Stretch out luxuriously in your Slumberette 
(it’s yours at no extra cost) And while you’re with us you’ll get 
to experience Air India’s legendary First Class s'T'-ice Lav ,c h 
Whisper soft Anticipating the minutest detuil 
And, perhaps, spoiling you forever. 



Get a good f light s sleep 
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Although India is one of the 
largest producers of oilseeds in 
the world and also has the 
largest number of cattle for 
any single country, the quan- 
* tity of edible fat available falls 
far short of the requirements. 
The net availability of edible 
' oils and vanaspati per capita 
is 3.2 kg and 0.9 kg respecti¬ 
vely. Even after adding animal 
fat, the per capita availability 
■ jadds up to only 5 kg per 
t^annum as against the annual 
average requirement of about 
14 kgs per person. 

India is the only country 
in the world having the lar¬ 
gest number of commercial 
varieties of oilseeds (over a 
dozen in number). The 
five major oilseeds (ground* 
nut, mustard, sesamum, cas¬ 
tor and linseed) occupy an 
area of 15.5 million hectares 
i.e., about 10 per cent of the 
country’s total cropped area. 
Thus, both in area and pro¬ 
duction oilseeds occupy a posi¬ 
tion next only to foodgrains. 

Premier Position 

Prior to Second World 
War, India enjoyed a premier 
position in the world trade in 
vegetable oils and fats. Even 
today it can claim to be the 
largest producer of ground¬ 
nut and sesamum and the 
second largest product*!* of 
mustard, linseed and castor. 
Despite this, the country is 
facing an acute shortage of 
vegetable oils for the last 
decade and a half. From a 
net exporter, India has be¬ 
come a net importer. 

With growing population 
and rising per capita income, 
the demand for vegetable oils 
is likely to grow unabated in 
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the coming years. On the as¬ 
sumption of income elasticity 
of demand for vegetable oils 
at unity and with a rate of 
growth of per capita income 
at 1.5 per cent and that of 
population at 2.5 per cent 
per annum, the domestic 
demand for vegetable oils 
has been rising by about 
four per cent per annum. As 
against this, the domestic sup¬ 
ply of oilseeds has grown at 
a slow pace of 1.8 per cent 
per annum during the decade 
1961-71. Thus, there has been 
a big gap between demand 
and supply. 

Significant Gap 

The net demand for vegetable 
oils, including vanaspati, soap 
and other users, has been esti¬ 
mated by the Planning Commis¬ 
sion at 4.54 million tonnes by 
the end of Sixth Five-Year Plan, 
the oil-seeds equivalent of the 
same being 14.97 million ton¬ 
nes. As against this, the output 
target for major oilseeds has 
been fixed at 11 million ton¬ 
nes for the Sixth Plan which, 
even if achieved, will leave a 
significant gap of 3.77 mil¬ 
lion tonnes. 

Due to the large gap bet¬ 
ween demand and supply, 
there has been a severe pres¬ 
sure on prices of vegetable 
oils. In an attempt to stabilize 
oil prices, imports on a large 
scale are being resorted to. 
While during the period 1965 
to 1976, our annual imports 
of edible oils varied from 
one to four lakh tonnes, there 
was a substantial increase to 
eight lakh tonnes during the 
crop year 1976-77 and fur¬ 
ther to 13 lakh tonnes the 
next year (still continuing) 


costing as much as R$ 800 
crores in terms of foreign 
exchange. With plentiful 
foreign exchange reserves at 
that time, there was no prob¬ 
lem, but the circumstances 
have changed drastically now 
when the country is running 
an annual trade deficit of 
Rs 6,000 crores. 

Price Stability 

Even if there is no foreign 
exchange constraint, imports 
can at best assure availability 
but not necessarily price sta¬ 
bility and this has been sub¬ 
stantially proved by the expe¬ 
rience during the last few 
years. In the first two years of 
large-scale imports, oil prices 
declined by about 20 per cent. 
The low prices, however, 
strongly boosted the pent-up 
demand and per capita con¬ 
sumption of oils went up 
roughly pro-rata to the drop 
in prices. The dependence 
on limited imports only with¬ 
out the needed efforts to in¬ 
crease indigenous output of 
oilseeds, started exerting 
pressure on prices. In early 
1979, with sudden and massive 
imports, groundnut oil price 
had touched the lowest figure 
of Rs 6,000 per tonne. But 
there has been a continuous 
rise in this price since then 
till it touched Rs 16,500 per 
tonne in October 1981, in 
spite of imports of 13.2 lakh 
tonnes during the year. 

Currently, the Government 
is injecting low-priced im¬ 
ported oil into the economy 
through the public distribu¬ 
tion system as well as through 
the supply of 70 per cent of 
the oil-mix to the vanaspati 
industry. The underlying ob¬ 
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jective of the Government in 
pursuing this policy appears : 
to be making available ade¬ 
quate oiIs/fats to the consumers 
at reasonable prices. But 
it is doubtful whether the 
public distribution system 
or the vanaspati industry ; 
has been able to fulfil this J 
objective of transmitting the ) 
given subsidy to the ultH f 
mate consumer. Vanaspati lsf'$ 
a processed oil and hence it f 
has to have price equalisation I 
with other oils. But during ? 
Octobei 1981, the average^!, 
price of raw and refined! $ 
groundnut oil, including taxet»! 
at retail level, ruled 
Rs 16 per kg and Rs 19;5 pciM 
kg respectively as compared 
the controlled price of varta$$f 
pati at Rs 13 per kg. 


, ^ > 




Purpose Defeated 


The Consumers of vanaspatJ*| 
however, relate the price 
the alternative cooking medial 
and, therefore, any artifieally^ 
depressed price of vanaspat|;J 
is automatically bound tef? 
lead to a price of vanaspati;? 
comparable with the altcrif 
native cooking media and thn$£ 
the very purpose of an arf^P 
fically controlled price o! 
vanaspati is defeated and 
consumer eventually faces t^! 
market price. The same hap$t 
pens to be the fate, by ais<|' 
large, of the cheap imported^ 
edible oil supposed to bg| 
passed on to the consume^ 
through the public distrtbu^f 
tion system. 


The growth in demand/con$ 
sumption far out-stepped thb 
supply management du$ 
mainly to our neglect of ind^ 
genous production possibili*’ 
ties and dependence only on 
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| imports, view of this, the ties already evolved to suit 

| basic problem of continued different soils, climates and 
| dependence on imports for moisture conditions. This 

' one-third of our oil require- will require oilseeds extension 

l meats has to be resolved and work on a large scale and 

\ Serious efforts have to be effective t ^ordination between 
;; made to step up the prod.:c- research and extension on an 
; tion of oilseeds in the country. all-India basis. In the absence 
| Of the large variety of ofhigh yielding varieties of 
l oilseeds produced in the groundnut, the major effort 
■ country, groundnut claims at increasing its per hectare 
; the largest share both yield and imparting a measure 
in area and production, ac- of stability will lequirc cn- 
i counting for over 61) per cent larging the irrigated area 
i of total oilseeds production. under this crop. 

J The green revolution in In rainfed areas also, 

j cereals has been brought according to her study, it has 
) about by high yielding varie- been found that “protective” 
| ties. Butin the case of ground- irrigation can increase yield 
• nut, according to a recent rates considerably. It has 
i study made by Dr Uma been established that ground- 
Kapila, there are biological nut responds extremely well 
| and other limitations for to protective irrigation dur- 
; achieving an early break- ing unduly long dry spells. 
/ through on the same lines as One or two irrigations can 
t cereals. Keeping these cons- raise yield to as high as 

| traints in view, according to 2,500 kg per hectare which is 
) her, there is need for wider at par with adequately irri- 
! ( coverage of improved varie- gated rabi yields and thus 


of return on investment in would facilitate the raising of 
protective irrigation. This this crop on these lands’*, 
aspect has also been brought Although Dr Uma Kapila’s 
out by the Oilseed Research study brings out that non- 
and Development Wing of price factors have been more 
VMA (Groundnut Extension important than price factors 
Report, 1972). in influencing the relative 

Since summer-irrigated area profitability of groundnut and 
under groundnut competes hence the acreage allocation 
with paddy for lmd and decisions in respect of this 
water resources, the support crop, price policy has a signi- 
price for groundnut can be ficant role to play and consti- 
pitched at a level which would tutes an essential component 
enable it to wean a part of of any production strategy. As 
the production resources it was pointed out in a study 
from its rival crop. The by the then Secretary of the 
existing system of distribution Agricultural Prices Commis- 
of irrigation water favours sion, Dr R. Thamrajkashi 
the cultivation of paddy and (“Price Incentives and Agri- 
prccludes that of groundnut cultural Production”), it is 
from these lands. The Agri- important to ensure that 
cultural Prices Commission, economic stimuli, whether 
therefore, recommended in its they arc administered by the 
report, “that in the command Government or afforded by 
areas of these projects suit- the market, percolate to the 
able areas for the cultivation growers in toto without get- 
of groundnut be localised and ting diluted at intermediate 
release of irrigation water points. 
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It is well known that 
agricultural prices have a 
tendency to display wider 
inter and intra-year fluc¬ 
tuations. The main factors 
which contribute to such wide 
fluctuations are: (a) relatively 
low price elasticity of demand 
for agricultural commodities; 
and (b) biological nature of 
agricultural production. 

The price elasticity of de- 
.mand for agricultural commodi¬ 
ties is not only lower than that 
Tor most of the industrial pro¬ 
ducts, but is even less than 
unity in most cases. In the 
case of foodgrains, for example, 
demand is even more price 
inelaatic, the elasticity being in 
the range of 0.3 to 0.5 in the 
developing economies. The 
inelastic nature of demand for 
agricultural commodities imp¬ 
lies that one per cent increase 
in supply would result in more 
than one per cent decline in 
price and vice versa. 

Difficult Adjustment 

Apart from the constraint 
that biological nature of pro¬ 
duction puts on achieving the 
desired level of output, the 
seasonal nature of agricultural 
production makes it difficult 
to adjust supply to demand as 
rapidly as is possible in the 
case of production in mines or 
factories. This is particularly 
true for those developing eco¬ 
nomies which have a low price 
elasticity of supply. It is this 
inelastic nature of supply and 
demand that causes severe 
fluctuation in agricultural 
prices in the developing eco¬ 
nomies. 

The agricultural prices on one 
hand determine the income of 
the farmers, on the other 


hand they effect the levels of 
living of the people engaged in 
other sectors of the economy. 
This is because agricultural 
commodities form part of wage 
goods. Thus changes in agri¬ 
cultural prices affect a transfer 
of income between agriculture 
and non-agriculture sectors of 
the economy. 

One of the serious implica¬ 
tions of wide price fluctuations 
is that income of producers 
would fluctuate more than the 
fluctuations in output. This 
being the case, not only the 
producers’ prices fluctuate 
widely in the short run, but 
their incentive to invest in 
farm enterprises to enhance 
future production is dampened. 
This is turn will adversely 
affect, long term supply. 

Standard of Living 

On the other hand, the unres¬ 
trained rise in agricultural pri¬ 
ces would affect the levels of 
living of the population in the 
other sectors of the economy. 
Again, as economic develop¬ 
ment proceeds, the demand, 
for farm products, being income 
inelastic relative to the demand 
for non-farm products, does 
not rise as fast as for indus¬ 
trial goods and services. It is 
precisely for these reasons that 
the Government’s intervention 
for price stabilisation becomes 
necessary. 

The basic elements of a price 
support policy are: 

(i) An organization for price 
policy formulation; 

(ii) An agency/agencies for 
making support purchases 
or procurement on behalf 
of the Government; and 

(iii) Operation of buffer stock 
and distribution. 


Whereas the Agricultural Pri¬ 
ces Commission is required to 
evolve a balanced and integra¬ 
ted price structure and sug¬ 
gest measures to make price 
policy effective, the FC1, CCI, 
JCI and NAFED are the 
agencies engaged in providing 
effective support to producers 
by making price support 
purchases/procurement on be¬ 
half of the Government, [n 
the case of foodgrains, buffer 
stock is managed by the FCI 
and the distribution is done 
through the net work of fair 
price shops. 

Administered Prices 

Administered prices have 
been in vogue in the case of 
certain crops since early forties 
and minimum support prices 
were fixed in the case of food- 
grains in certain years in the 
fifties. However, a compre¬ 
hensive and systematic think¬ 
ing about fixation of prices 
started in right earnest with the 
setting up of the Jha Commit¬ 
tee on Foodgrain Prices. The 
Committee was also required 
to recommend the term of refe¬ 
rence which would be suit¬ 
able for an agency to provide 
on a continuing basis advice 
on agricultural price policy and 
price structure of the country. 

Jn the light of these recom¬ 
mendations, the Agricultural 
Prices Commission was con¬ 
stituted in 1965 to advise on 
agricultural price policy and 
was required to take into ac¬ 
count the following: 

(i) The need to provide incen¬ 
tive to the producer for 
adopting improved techno¬ 
logy and for maximising 
production; 

(ii) The need to ensure rational 


utilisation of land and 
other production resources; 
and 

(iii)The likely effect of the 
price policy on the rest of 
the economy, particularly 
on the cost of living, level 
of wages, industrial cost 
structure, etc. 

Terms of Trade 

In 1980, the terms of refe-* 
rence of the Commission were , 
expanded and inter-alia, the 
Commission is now required to 
also take into account the ; 
changes in terms of trade bet* 
ween agricultural and non* 
agricultural sectors. 

The Commission takes into 
consideration the following 3 
criteria while making it$ 
price support/procurement^ 
price recommendations : 

1. Cost of production; 

2. Changing input prices 

3. Market prices; 

4. Demand and supply; 

5. Effect on industrial cost 

structure; .' 

6. Effect on cost of living; 

7 Effect on general price levcff ; 

8. International market priegf 

situation; ^ 

9. Inter-crop price parity; : 

10. Input-output price parity;; 3 

and , , < 

11. Parity between prices paid 1 
and prices received. 

The relevance of the cost of 
production for price detep^ 
minaiion is well established; 
because unless the supports 
price covers the cost of pro^ f 
duction incurred by the farmed 
it would not act as an in* 
centive to improve production* 
In any cas% the cost of 
production approach for 
determining the level of 
minimum price has its own 
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problems. The main questions 
that arise are: (a) What costs 
to consider; and (b) Whose 
costs to consider. 


the information bit possible 
changes in the input prices 
since the last year of the 
availability of estimates of 


• The' limitations'' 
price indices for extrapoiamg 
the target year costs are re¬ 
cognised. These are; (i) The 



of the procurement pripe on 
the issue prices as well as on 
the market prices are exa- 


The Commission is generally 
guided by the average cost 
generated under the Com¬ 
prehensive Scheme in the main 
producing States. The basic 
rationale for using the average 
cost of production as the 
criterion is that it would in¬ 
duce the farmers to improve 
their efficiency and would 
discourage production in in¬ 
efficient farming areas and on 
inefficient farms. The Commis¬ 
sion has been of the view that 
the minimum procurement 
price should generally cover the 
cost of production and provide 
a margin of profiUo the farmer. 

The estimates of average 
cost-generated under the com¬ 
prehensive scheme invariably 
relate to a past year. The 
time lag differs fiom crop to 
crop and State to State, hence 


costs has to be taken into 
account. This is done by 
building up indices of input 
prices in respect of different 
crops. The input price in¬ 
dices constructed by the 
Commission are composite 
indices of prices of individual 
items of inputs. Indices of 
each individual input arc first 
worked out and are then com¬ 
bined to yield the composite 
indices. The weighting dia¬ 
grams used for combining the 
price indices of different inputs 
for different crops in selected 
States arc based on the esti¬ 
mates of cost available from 
the studies conducted under 
the Comprehensive Scheme. 
The weights are the average 
percentage distribution of ex¬ 
penditure on different items 
of inputs. 


method assumes that the 
structure of inputs of the base 
year remains constant and 
does not allow for changes 
that might have taken place 
therein, in response to the 
changes in input prices in the 
relevant period, and (ii) in the 
case of certain inputs, the 
prices of indicators have to 
be used for want of adequate 
data. 

Again, the agricultural com¬ 
modities are part of wage 
goods, they effect the cost of 
living of people engaged in 
other sectors of the economy. 
Keeping this in view, the APC 
takes into account the impact 
of the support price policy on 
the cost of living, on in¬ 
dustrial cost structure and on 
general price level of the 
economy. In the case of 


mined. When the procure¬ 
ment price of any cereal is 
raised, two options are open to 
the Government, i.e. either to 
reflect the raise in the pro¬ 
curement price fully in the 
issue price or to keep the issue 
prices unchanged by incur¬ 
ring an additional subsidy on 
distribution of that cereal 
through the public distribu¬ 
tion system. If the Govern¬ 
ment chooses the first alterna¬ 
tive, in that case the issue 
prices would have to be 
raised, which, in turn, though 
with a lag, would push up 
the cost of living index. With 
the rise in the cost of living 
index, demands for additio¬ 
nal dearness allowances in 
industry as well as in the 
Government sector would be 
made, it is well known that 
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one Instalment of DA to 
Central Government em¬ 
ployees costs the exchequer 
Vver Rs 60 crores. In the 
event of Government opting 
for the second alternative, the 
Commission has to consider 
the magnitude and effect of 
the additional food subsidy. 

Enormous Subsidy 

A simple arithmetical ex¬ 
ercise would show that an in¬ 
crease of Rs 10 per quintal 
in the procurement price of 
paddy, with no change in 
issue price of rice, would in¬ 
volve a food subsidy of about 
*?Rs 80 crores on about average 
distribution of five million 
tonnes of rice through the 
public distribution system. 
These practical consideraiions 
cannot be overlooked by an 
organisation which is suppos¬ 
ed to evolve a balanced and 


is^tfce emphasis on rational 
utilisation of land, water and 
other production resources 
through the instrument of an 
integrated price support policy. 
The Commission does this by 
making such recommendations 
which can help increase pro¬ 
ductivity and by carefully 
balancing the demand, supply 
and price structures of compet¬ 
ing groups of commodities. 
Thus, the implications of rais¬ 
ing the price of one commodity 
are examined not only, as it 
would affect its own demand 


and supply, but also the de¬ 
mand and supply of the com¬ 
peting group of commodities. 

The expanded terms of 
reference of the Commission 
now require it to keep in view 
the movement of terms of 
trade between agriculture and 
non-agricultural sectors also. 

The input cost changes are 
taken into consideration by 
the Commission as a matter 
of course, the relevant data 
being thrown up by the com- 
rehensivc scheme for study¬ 
ing the cost of cultivation/ 


production of principal crops. 
For example, the input price 
index in Andhra Pradesh incr¬ 
eased from 100 in 1975-76 to 
104.9 in 1979-80 and 121.6 in 
1980-81. To account for this 
increase and other factors, 
price support for paddy was 
raised from Rs74 in 1975-76 
to Rs 95 in 1979-80 and to 
Rs 105 in 1980-81. 

Inter-crop price parity is im- 
portant from the standpoint of 
establishing a balance bet¬ 
ween demand and supply of 
competing groups of commo- 


Index Numbers of Wholesale Prices 

Relative Prices of Agricultural (including Animal Husbandry) and Manufactured Products 

(Base : 1970-71 =,100) 


Average of months/ 
Average of weeks 
ended Saturday/Week 
ended Saturday 


‘General* Index of Agricultural Products Index 
or 

‘All Com 
modities’ 

Index 


(3) 


Index 

of 

Food 

Articles 


Index 
of Non- 
Food 
Articles 


Weighted 
(average) 
of (3a) 
and (3 b) 


of as per 
Manufac cent of 
tured (4) 
products 


integrated price structure with 

Weights 

1000.00 

297.99 

106.21 

404.20 

498.74 


an eye on the total health of 
the economy. 

(i) 

(2) 

(3a) 

(3b) 

(3) 

(4) 

(5) 5 

No less important are the 

1971 (April-December) 

105.0 

101.0 

99.2 

100.5 

108.4 

92.7 

effects of administered pri- 

1972 

113.0 

107.9 

101.3 

106.2 

119.0 

89.2 . 

ces of such agro-industrial raw 

1973 

131.6 

128.6 

137.6 

131.0 

133.8 

97.9 ' 

materials as jute, cotton and 

1974 

169.2 

165.3 

164.7 

165.1 

163.1 

101.2 : 

sugarcane on the viability of 

1975 

175.8 

170.2 

144.5 

163.4 

173.1 

94.4 

these industries. For example, 

1976 

172.4 

152.2 

154.2 

152.7 

171.7 

88.9 

in the case of jute industry. 

1977 

185.4 

170.8 

182.6 

173.9 

179.4 

96.9 '4 

where the Indian jute goods arc 

1978 

185.0 

173.5 

169.0 

172.3 

177.9 

96.9 f 

facing stifF competition from 

1979 

206.5 

181.3 

187.2 

182.9 

203.9 

89.7 ? 

synthetics and from Bangla- 

1980 

248.1 

200.7 

210.7 

203.3 

349.5 

81.5 

desh, the price policy for raw 

1981 (P) 

277.8 

230.0 

237.8 

232.0 

269.0 

86.2 ! 

jute has to consider not only 

January, 1981 

263.2 

215.2 

233.0 

219.9 

156.6 

85.7 

its cost of production and rela¬ 

February, 1981 

268.8 

220.8 

234.8 

224.5 

261.0 

86.Q 

tive price of competing crops 

March, 1981 

270.0 

218.0 

228.7 

220.8 

265.2 

83.3 I 

such as paddy, but also the 

April, 1981 

275.7 

219.2 

231.3 

222.4 

275.2 

80.8 

conversion costs of the industry 

May, 1981 

276.9 

223.7 

232.9 

226.1 

274.5 

82.4 » 

and the international prices 

June, 1981 

278.9 

226.5 

238.0 

229.5 

275.9 

83.2 

for jute manufactures so 

July, 1981 

285.7 

240.7 

245.2 

241.9 

275.0 

88.0 

that jute goods do not get 

August, 1981 

288.8 

244.3 

249.3 

245.6 

276.4 

88.9 » 

priced out of the international 

September, 198I(P) 

284.5 

239.7 

245.2 

241.1 

271.2 

88.9 : 

markets. Similarly, the impli¬ 

October, l g 8l(P) 

283.5 

238.9 

241.3 

239.5 

270.5 

88.5 

cations arising from a raise in 

November, 1981 (P) 

279.8 

237.1 

336.7 

237.0 

265.5 

89.3 

the price support policy of 

December, 1981(P) 

277.8 

235.3 

237.6 

235.9 

261.4 

90.2 

cotton, sugarcane etc. are 

January 2, 1982(P) 

278.5 

236.8 

238.8 

237.3 

262.6 

90.4 

examined foi the end products. 

January 3, 1981 (A year ago) 

239.8 

212.6 

231.4 

217.5 

254.5 

85.5 


Another important term of (P)» 
reference of the Commission 


* Provisional and subject to revision. 

Source: Office of the Economic Advisor, Ministry of Industry, Government of Indiai 
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dities. For example, the area 
under jute in West Bengal 
has gone up from 4.41 lakh 
hectares in 1976-77 to 5.38 
lakh hectares in 1978-79 and 
is estimated at 6.10 lakh 
hectares in 1980-81. This is 
because the parity between 
the open market prices of jute 
and rice in the case of West 
Bengal has moved in favour 
of the former. The market 
price data were used here 
because both in the case of 
jute and rice, purchases on 
support account were rather 
small in West Bengal. With 
the movement restrictions on 
paddy and rice removed in 
1977, the jute-rice parity ratio 
moved up from 0.81 in 1976-77 
to 1.20 in 1977-78 and stood 
at 1.07 in 1978-79. A careful 
analysis of the movement of 
inter-crop parity is necessary 
to induce farmers evolve crop¬ 
ping patterns which are cosis- 
tent with national need. 
Again, parity between agricul¬ 


tural raw materials and 
finished products has to be 
considered while making price 
support recommendations. 

However, in this context, it 
needs to be emphasised that 
the cost of production of 
jute manufactures and tex¬ 
tiles depends not pnly on the 
prices of jute and kapas but 
also on wages, prices of fuel, 
chemicals, lubricants and 
machinery etc. Also, the 
changes in the excise duties 
affect the wholesale prices of 
manufactures. Thus, any direct 
comparison of prices of raw 
materials and final products 
has to take note of these facts. 

A comparison of Economic 
Adviser’s Index Numbers of 
Wholesale Prices for Groups- 
Sub-groups such as manu¬ 
factures vis-a-vis foodgrains or 
agricultural commodities is 
not appropriate for analy¬ 
sing the terms of trade between 
the agricultural sector and the 
non-agricultural sector. This 


is because the group of manu¬ 
factures contain a number of 
commodities that are purcha¬ 
sed by the agricultural sector. 
Moreover, the relative wei¬ 
ghts for different commoities 
are not assigned on the basis of 
the tade taking place between 
the two sectors. Again while 
estimating the terms of trade 
between agricultural and non- 
agricultural sectors, not only 
the commodities exchanged 
between the two sectors arc 
required but also the relative 
share of each commodity in 
total trade. 

The results of our study 
showed that the net barter 
terms of trade moved against 
the agricultural sector after 
1974-75 and for 1975-76 
and 1976-77 the index 
of net barter terms of 
trade stood at 87.2 and 88.7 
respectively. To correct the 
situation effective steps were 
taken by the Commission 
through suitably raising the 


levels of support/procure- 
ment prices. 

It is sometimes argued that 
the domestic procurement 
prices should be fixed at par 
with international prices. In 
this context, it needs to be 
recognised that during the 
recent years international 
prices of agricultural commo¬ 
dities particularly the prices 
of cereals have become highly 
volatile. In such a situation, 
any attempt to adjust domestic 
prices to international prices 
of cereals would require quick 
and drastic changes which 
would defeat the major objec¬ 
tive of price stabilisation pro-r 
famines and the policy of 
the country. However, recog¬ 
nising that upward pressure on 
international price of cer¬ 
eals would continue, the neces¬ 
sity of increasing domestic 
procurement for effectively 
maintaining the public dis¬ 
tribution system connot be 
ignored. 




Lucas-TVS : 

The industry standard 
for auto-electrical equipment 


Our range of auto-electrical equipment 
covers starter motors, generators, 
alternators, regulators, distributors, 
ignition coil, headlamps, flasher 
units, horns, wiper-motors and 
switches. The range also includes electrical 
equipment for stationary and marine 
engines. Every single product is 
extra tough, durable and precision- 
made to match the needs of 
individual vehicles. 

Lucas-TVS--your guarantee of 
reliability in autO’electrical equipment. 


Sold and serviced by : 

Lucas Indian Service Limited 

Madras-Bombay-Calcutta- 

New Delhi-Bangalore-Jullundur- 

Gauhati-Patna-Kanpur 

and 

T V Sundram Iyengar <£ Sons Limited 
Madurai and all its Branches 


Lucas-TVS Limited 

Padi, Madras 600 050 
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IBfl {Aif 

irvLoncn 

several chemicals that can help 
you build your future 

\ jpCL, India** largest petrochemicals complex, has gone on full stream, 

V* Thus offering you a wide range of chemicals in addition to their 
\ plready well-known aromatic products—Orthoxylene. Mixed Xylene 
and Solvent CIX. All from a single source, near at hand. 

All these chemicals and chemical intermediates are made indigenously 
to rigid International specifications. As well as to IPCL's own 
stringent standards. Take a look at the range... 


Acetonitrile: ; t * 
For the extraction 
of butadiene and 
as a chemical 
intermediate for the 
manufacture of 
dyes and 
pharmaceuticals. 

Acrylonitrile: 

A raw material for 
the manufacture of 
synthetic fibres, 
thermoplastics, 
synthetic rubber 
and chemical 
intermediates for 
the adhesive, 
surface coating, 
dye and 

pharmaceutical. 

industries. 

Benzene: 

An intermediate for 
the manufacture of 
dyes, insecticides, 
nylon, pharma* 
ceuticals, 
thermosetting 
resins and 
thermoplastics like 
polystyrene and 
styrene butadiene 
lubber. 


Ethylene Oxide: 
For the 

manufacture of 
intermediates 
which find 
application in 
surfactants, 
pharmaceuticals, 
fungicides, brake* 
fluids, gas scrub¬ 
bing agents 
and solvents. 
Heavy 
n-Paraffins: 

For the 

manufacture of 
fatty alcohols, 
fatty acids, linear 
olefins, bioprotcins 
and chlorinated 
paraffins. 


Linear Alkyl 
Benzene: 

A basic material 
for synthetic 
detergents. 


Poly Alkyl 
Benzene: 

An intermediate 
for the manufacture 
of emulsifiers and 
lubricating oil 
additives.. 


Polyethylene 

Glycols: 

An intermediate 
for the manufacture 
of pharmaceuticals, 
surfactants and 
resins. 

Solvent CIX: 

As a solvent In 
wiro enamels, 
paints, printing 
inks and 
pesticides. 



Xylenes: 

Orthoxylene it 
used for the 
manufacture of 
phthalic anhydride 
which is an 
intermediate for 
plasticisers, 
anthraquinono 
dyes and alkyd 
resins. Also used 
es a solvent. 

Mixod Xylene is 
used as a solvent 
in paints, 

pesticides, printing 
inks, pharma¬ 
ceuticals and dyes, g. 

All these chemicals and 
chemical intermediates 
are available from 
IPCL. Many of them 
manufactured for the 
first time in India. 

Thus saving the country, 
considerable foreign 
exchange. As well as 
paving the way for 
greater self-sufficiency 
for the country* 


IPCL 

iburnew 
source of a 
Wide range 
of chemicals 


For more information, 
contact: ' 

Marketing Division 
Indian Petrochemicals 
Corporation Limited 
P.0. Petrochemicals 
Dist. VADODARA 391 349 
Gujarat 


Air-Indla Building, 

19th f’oor. Nariman Poin: 
Bombay 400 021 
Rails Ram building, 

70. Mission Road, 
BANGALORE 560 927 


Baroda Sales Office 
P.O. Pe»rochcmicals 
Township 

Dist. VADODARA 391 345 
Gujarat 

Chatterjee International . 
Centre, 3rd floor, 
33-A,Chowringhee Road, 
CALCUTTA 700071 


Himnfaya House, 3hd floor 
23, Kasturba Gandhi Marg 
NEW DELHI 110 001 

Ludhiana Sales Centre 
Rad Cross Bhavan, lit ftW# 
The Mall, 

LUDHIANA 141001 - ' 
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All-lad f> Vini Eattaatesof Focjpili :196&-81 

(Vis-a-vis Revised Estimates for 1979-80) 


Si. Crop/Crop Group 


Area 


Production 


Average Per Hectare Yield 

No. 

(Thousand Hectares) 

Percent- 

Thousand Tonnes 

Percent- 

Kilograms 

Percent- 


1979-80 

1980-81 

cl|£C 

Change 

1979-80 

1980-81 

age 

Change 

1979-80 

1980-81 

age 

Change 


^Revised) 

(Final) 

1980-81 

(Revised) 

(Final 

1980-81 (Revised) 

(Final) 

1980-81 




over 



over 



over 




1979-80 



1979-80 



1979-80 

(i) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

C. CEREALS 










Cl Finer Cereals 










1. Rice 










(a) Autumn 

18,289.8 

17,801.1 

(- ) 2.7 

18,271.4 

22,594.8 

23.7 

999 

1,269 

27.0 


(14.61) 

(14.15) 


(16.65) 

(17.40) 





(b) Winter 

19,308.2 

20,257.4 

4.9 

20,214.9 

26,943.7 

33.3 

J ,047 

1,330 

27.0 


(15.42) 

(16.11) 


(18.43) 

(20.75) 





(c) Summer 

1,816.3 

1,714.8 

(-) 5.6 

3,844.0 

3,692.5 

(-) 3.9 

2.116 

2,153 

1.7 


(1.45) 

(1.36) 


(3.50) 

(2.84) 





Total (a + b + c) 

39,414.3 

39,773.3 

0.9 

42,330.3 

53,231.0 

25.8 

1,074 

1,338 

24.6 


(31.48) 

(31.62) 


(38.58) 

(40.99) 





2. Wheat 

22,171.7 

22,103.7 

(-) 0.3 

31,830.0 

36,460.0 

14.5 

1,436 

1,649 

14.8 


(17.71) 

(17.57) 


(29.02) 

(28.07) 





C.I Fiper Cereals 

61,586.0 

61,877.0 

0.5 

74,160.3 

89,691.0 

20.9 

1,204 

1,450 

20.4 

(Total: 1+2) 

(49.19) 

(49.19) 


(67.60) 

(69.06) 





C.2 Coarse Cereals 










3. Jowar 










(a) Kharif 

10,115.1 

10,010.9 

(-) 1.0 

7,720.7 

7,613.9 

(-) 1 -4 

763 

761 

f-) 0.3 


(8.08) 

(7.96) 


(7.04) 

(5.86) 





(b)Rabi 

6,558.5 

5,598.7 

(-) 14. < 

j 3,927.0 

2,890.3 

(->26.4 

599 

516 

(- )!3.9 


(5.24) 

(4.45) 


(3.58) 

(2.23) 





Total (a+b) 

16,673.6 

5,609.6 

(~) 6-4 

11,647.7 

10,504.2 

(-) 9.8 

699 

673 

(-) 3.7 


(13.32) 

(12.41) 


(10.6?) 

(8.09) 





4. Bajra 

10,579.3 

11,630.0 

9.9 

3,947.9 

5,417.8 

37.2 

373 

466 

24.9 


(8.45) 

(9.24) 


(3.60) 

(4.17) 





5. Maize 

5,720.6 

5,982.8 

4.6 

5,602.9 

6,804.3 

21.4 

979 

1,137 

16.1 


(4.57) 

(4.76) 


(5.H) 

(5.24) 





6. Ragi 

2,614.8 

2,340.9 

(— )10.5 

2,721.6 

2,464.7 

<-) 9.4 

1,041 

1,053 

1.2 


(2.09) 

(1.86) 


(2.48) 

(1.90) 





7, Small Millets 

4,001.7 

3.895.5 

(-) 2.7 

1,424.7 

1,578.0 

10.8 

356 

405 

13.8 


(3.19) 

(3.10) 


(1.30) 

(1.21) 





8. Barley 

1,771.2 

1,821.0 

2.8 

1,623.7 

2,241.8 

38.1 

917 

1,231 

34.2 


(1.41) 

(1.45, 


(1.48) 

(1.73) 





kC-2 Coarse Cereals 

41,361.2 

41,279.8 

(- ) 0.2 

26,968.5 

29,010.8 

7.6 

652 

703 

/.8 

f (^tal; ,3 to 8) 

(33.03) 

(32.82) 


(24.59) 

(22.34) 





C. Total Celwls 

]02,947.2 

103,156.8 

0.2 

101,128.8 

118,701.8 

17.4 

982 

1,151 

17.2 

(Total: t.l + C.2) 

fw 1 '-' 

(82.22) 

(82.01) 


(92.19) 

(91.40) 




( Contd .) 

— 

EASTERN ECONOMIST 




» 

150 




JANUARY 22, 1982 

4 . 








(1) 

(2) 

(3) 

(4) 

(5) 

(«) 

(7) 

(8) 

(9) 

(10) 

p. 

Pulses 










*\ 9. 

Gram 

6,985.0 

(5.58) 

6,720.3 

(5.34) 

(~) 3.8 

3,356.3 

(3.06) 

4,651.9 
(3.58) 

38.6 

481 

692 

43.9 

10. 

Other Rabi Pulses 

5,110.3 

(4.08) 

5,444.4 

(4.33) 

6.5 

1,867.7 

(1.70) 

2,498.5 

(1.93) 

33.8 

365 

459 

25.8 

11. 

Tur (Arhar) 

2,731.0 

(2.18) 

2,810.7 

(2.23) 

2.9 

1,757.0 

(1.60) 

2,014.8 

(1.55) 

14.7 

643 

717 

11.5 

12. 

Other Kharif Pulses 

7,432.4 

(5.94) 

7,658.2 

(6.09) 

3.0 

1,590.6 

(1.45) 

2,000,0 

(1.54) 

25.7 

214 

261 

22,0 

P. 

Total Pulses 
(Total: 9 to 12) 

22,258.7 

(17.78) 

22,633.6 

(17.99) 

1.7 

8.571.6 

(7.81) 

11,165.2 
(8.60) 

30.3 

385 

; ; 493 

28.1 

F. 

TQtal Foodgrains 
(Total: C+P) 

125,205.9 

(100.0) 

125,790.4 

(100.0) 

0 5 

109,700.4 

(100.00) 

129,867.0 

(100.0) 

18.4 

876 

1,032 

17.8 

F.l 

Kharif Foodgrains 1 

80,792.9 

(64.53) 

82,387.5 

(65.50) 

2.0 

63,251.7 
(57.66) 

77,432.0 

(59.62) 

22.4 

783 

940 

20.1 

‘ F.2 

Rabi Foodgrains 8 

44,413.0 

(35.47) 

43,402.9 

(34.50) 

(-) 2.3 

46,448.7 

(42.34) 

52,435.0 

(40.38) 

12.9 

1,04r» 

1,208 

15.5 


Notes : 1. Kharif foodgrains include rice (autumn and winter), jowar ( kharif ), bajra, maize, ragi, small millels, tur (< arhar ) and 


other kharif pulses. 

Rabi foodgrains include rice (summer),jowar (rabi) wheat, barley, gram and other rabi pulses. ■ 

3. Figures in parentheses express the original figures as percentages of the total area under production of goodgrains in j 
the relevant year. ? 

Source : Directorate of Economics and Statistics, Ministiy of Agricultuic, Government of India. 
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RS LSI ERA M ICs 

Computer- aided design, 
microlithography. and Ian * 

Implantation. Metal and Silicons 
gate technology 

- leading to large scale 
integration 

Soon. BEL will bring you LOVAG. C 2 !* and SOS ICs. 



Since BEL pioneered commercial production oi 
ICs m this country, the technology has become 
more advanced ICs have now become more 
complex and much smaller in sue Thanks to the 
computer-aided design and other modem facilities, 
BEL could easily transcend to the new innovations 
ui 1C technology 

The new generation of 1C technology calls for 
more sophisticated techniques and testing para¬ 
meters BEL has now equipped itself with sophisti¬ 
cated facilities such as micro bthography and Ion 
Implantation — which will enable BEL to produce 
microprocessors and other large scale JCs And 
BEL has die capability to provide the most critical 
'component for digital watches the LSIs 

With these latest additions to bipolar and CMOS 
ICs, BEL is in the process of enlarging its current 
product range in ICs At several stages of develop¬ 
ment am BEL 7000 AM/FM radio 1C dsagned to 
give 1 wait power at 6V: type BEL 7001 for tape- 


n-corder applications, telephone dialler 1C snd PCM 
CODEC ICs and a number of new generation ICs 

The driving force behind BEL s leadership thrust 
has been its components capability BEL * unique 
in-depth expertise m !C technology is only too w«B 
matched by its achievements in other component > 
areas receiving valves transmitting tubes. X-rav 
tubes, cathodo ray tubes TV picture tubes. nrucn> 
wave tubes, passive- vacuum devices, display t , 
devices, hybnd microcircuits printed arcuit k 
precision crystal filters and ceramic capacitors 

These technological triumphs notwithstanding.* 
is BEL s state-of-the-art systems capability as evide. 
need by its sophisticated systems and equipment 
that keeps India on the electronics map of the world. 
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Estimates of Area, Production, aid (Average) par Hectare Yield sd YdM^dMln itolia : A StiriwUc Anaijrstr'' 

(1979-80 Revised vis-a-vis 1980-81 Final) 


S. State/Union Teritory Area Percentage Produclion Percentage Average Yield Percentage 

No. Thousand Hectares) Variation Thousand Tonnes) Variation (kgs. per Hectare) Variation 


1979-80 1980-81 (3) over 1979-80 1980-81 (6) over 1979-80 1980-81 (9) over 

(Revised) (Final) (2) (Revised) (Final) (5) (Revised) (Final) (8) 


0) (2) (3) (4) (5) (6) (7) (8) (9) (10) 


A : States 


1 . 

Andhra Pradesh 

8,821.8 

8,737.2 

(-) i .o 

9,528.9 

10,019.2 

5.1 

1,080 

1,147 

6.2 

2. 

Assam 

2,347.0 

2,521.4 

7.4 

2,031.7 

2,705.7 

33.2 

866 

1,073 

23.9 

3. 

Bihar 

9,312.3 

10,051.3 

7.9 

7,104.5 

10,361.8 

45.8 

763 

1,031 

35.1 

4. 

Gujarat 

4,383.6 

4,472.6 

2.0 

4,007.5 

4,475.1 

M.7 

914 

1,001 

9.5 

5. 

Haryana 

3,705.5 

3,944.0 

6.4 

5,027.8 

6,297.0 

25.2 

1,357 

1,597 

17.7 

6. 

Himachal Pradesh 

857.3 

867.1 

1.1 

882.5 

889.7 

0.8 

1 ,029 

1,026 

(-) 0.3 

7. 

Jammu and Kashmir 

834.5 

841.8 

0.9 

1,111.6 

1,312.2 

J8.0 

1,332 

1,559 

17.0 

8. 

Karnataka 

7,452.9 

6.204.2 

(— )16.8 

7,370.9 

6,349.6 

( >13.9 

989 

1,023 

3.4 

9. 

Kerala 

833.9 

825.4 

(-) i .o 

1,311.5 

1,310.2 

(- ) 0.1 

1,513 

1,587 

0.9 

10. 

Madhya Pradesh 

17,530.0 

17,739.8 

1.2 

7,535.1 

12,209.5 

62.0 

430 

688 

60.0 

11. 

Maharashtra 

14,076.4 

14,037.0 

(-) 0.3 

10,362.1 

9,731.2 

(-) 6.1 

736 

693 

(-) 5.8 

12. 

Manipur 

168.6 

205.0 

21.6 

240.5 

293.2 

2J.9 

1,426 

1,420 

0.3 

13. 

Meghalaya 

122.0 

124.3 

1.9 

HO.7 

154.9 

10.1 

1,153 

1,246 

8.1 

14. 

Nagaland 

119.6 

123.3 

3.1 

64.8 

105.5 

62.8 

542 

856 

57.9 

15. 

Orissa 

6,454.7 

6,719.9 

4.1 

3,871.7 

5,846.0 

51.0 

600 

870 

45.0 

16. 

Punjab 

4,781.4 

4,867.9 

1.8 

11,929.4 

11,966.0 

0.3 

2,495 

2,458 

(-) 1.5 

17. 

Rajasthan 

11,754.1 

12,247.0 

4.2 

5,245.0 

6,502.6 

24.0 

446 

531 

19.1 

18. 

Tamil Nadu 

5.252.6 

4,166.1 

(—>20.7 

7,661.6 

5,580.9 

(- >27.2 

1,459 

1,340 

(- ) 8.2 

19. 

Tripura 

263.7 

298.3 

13.1 

312.0 

402.6 

29.0 

1,183 

1,350 

14.1 

20. 

Uttar Pradesh 

19,709.6 

20,339.5 

3.2 

16,427.1 

24,521.0 

49.3 

833 

1,206 

44.8 

21. 

West Bengal 

6,073.9 

6,098.7 

0.4 

7,062.1 

8,281.9 

17.3 

1,163 

1,358 

16.8 

B : 

Union Territories 










1 . 

Andaman and Nicobar 











Islands 

11.6 

12.7 

9.5 

9.9 

18.9 

90.9 

853 

1,488 

74.4 

2. 

Arunachal Pradesh 

83.0 

116.7 

40.6 

104.9 

131.3 

25.2 

1,264 

1,125 

(r OH.o 

3. 

Dadra and Nagar Haveli 19.5 

19.6 

0.5 

18.4 

21.1 

14.7 

944 

1,077 

14.1 

4. 

Delhi 

68.9 

72.9 

5.8 

126.2 

145.0 

14.9 

1,832 

1,989 

8.6 

5. 

Goa, Daman and Diu 

60.1 

59.4 

(-) 1.2 

102.3 

125.5 

22.7 

J ,702 

2,113 

24.1 

6. 

Mizoram 

67.7 

36.5 

(—)46.1 

21.8 

33.5 

53.7 

322 

918 

185.1 

7. 

Pondichcry 

39.7 

40.8 

2.8 

87.9 

75.9 

(" )!3.7 

2,214 

1,860 

(~)16.0 


All India 

125,205.9 

' 125,790.4 

1 0.5 

109,700.4 

129,867.0 

18.4 

876 

1,032 

17,8 
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I All-India Estimates of Area and Production of Foodgrains, by Seasons (Kharif and Rabi) H66-67 to 1981-82 

r 


> Year Area (Million Percentage Share Production (Million Percentage Share in 




Hectares) 


in the Total Area 


Tonnes) 


the Total Production 

Kharif 

Rabi 

Total 

Khaif 

RaW 

Kharif 

Rabi 

fotal 

Kharif 

Rabi 

1966-67 

78.21 

37.09 

115.30 

67.8 

32.2 

48.89 

25.34 

74.23 

65.9 

34.1 

1967-68 

81.49 

39.93 

121.42 

67.1 

32.9 

60.76 

34.29 

95.05 

63.9 

36.1 

1968-69 

80.40 

40.03 

120.43 

66.8 

33.2 

59.57 

34.44 

94.01 

63.4 

36.6 

1969-70 

82.30 

41.27 

123.57 

66,6 

33.4 

62.35 

37.15 

99.50 

62.7 

37.3 

1970-71 

82.36 

41.96 

124.32 

66.2 

33.8 

68.92 

39.50 

108.42 

63.6 

36.4 

1971-72 

79 22 

43.40 

122.62 

64.6 

35.4 

62.99 

42.18 

105.17 

59,9 

40.1 

1972-73 

78.34 

40.94 

J 19.28 

65.7 

34.3 

58.64 

38.39 

97.03 

60.4 

39.6 

1973-74 

84.12 

42.42 

126.54 

66.5 

33.5 

67.83 

36.83 

104.66 

64.8 

35.2 

1974-75 

79.74 

41.34 

121.08 

65.9 

34.1 

59.10 

40.73 

99.83 

59.2 

40.8 

1975-76 

83.15 

45.03 

128.18 

64.9 

35.1 

73.89 

47.14 

121.03 

61.1 

38.9 

1976-77 

81.19 

43,17 

J24.36 

65.3 

34.7 

66.53 

44.64 

111.17 

59.8 

40.2 

1977-78 

82.87 

44.64 

127.51 

65.0 

35.0 

77.72 

48.69 

126.41 

61.5 

38.5 

1978-79 

82.85 

46.16 

129.01 

64.2 

35.8 

78.08 

53.82 

131.90 

59.2 

40.8 

1979-80 

. 80.79 

44.42 

125.21 

64.5 

35.5 

63.25 

46.45 

109.70 

57.7 

42.3 

1980-81 

82.39 

43.40 

125.79 

65.5 

34.5 

77.43 

52,44 

129.87 

59.6 

40.4 

1981-82(E) 

— 

— 

— 

— 

— 

79.00 

55.00 

134.00 

— 

— 


(E) = Eastern Economist Estimates. 

Notes : 1. Kharif ’foodgrains including rice (autumn and winter), jowar (A/u/r/O.bajra, maize, ragi, small millets, tui (arhar) and 
other kharif pulses. 2. Rabi foodgrains include rice (summer), jowar (rabi). wheat, barley, gram and other rabi pulses. 
Source : Directorate of Economics and Statistics, Ministry of Agriculture, Government of India. 


takes on a new name- 



Centralcard—a new convenienc e 
card from Central Bank. 

The first of its kind to be 
launched by a nationalised bank. 

You qan use it at hotels, restaurants, 
retail and department stores... 
in fact at a number of Member 
Establishments in all important 
citiea of the country. It's 
convenient, because you don't 
have to pay cash down. 

For further information, get m touch with 
Centralcard, Central Bank of India. Kasturi 
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Phone; 242312. 242331. Telex * 6929. 
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Estimates of Area abd Pradiictioo ofFoodgraln Craps to India by Major Sectors (Kharif/RaM): A Stotewlse Analysis 

i 

1989-81 (Final) vis-a-vis 1979-80 (Revised) 


■ 'i 

KHAR1F 


RABI 


SI. State/Union Territory Area Production Area Production 

No. (Thousand Hectares) (Thousand Tonnes) (Thousand Hectares) T housand Tonnes) 


1979-80 1980-81 1979-80 J 980-81 1979-80 1980-81 1979-80 1980-81 

(Revised) (Final) (Revised) (Final) (Revised) (Final) (Revised) Final) 


A: States 


1. Andhra Pradesh 

5,895.3 

6,380.1 

6,290.0 

7*525.3 

2,926.5 

2,357.1 

3,238.9 

2,493.9 

2. Assam 

2,131.1 

2,278.4 

1,861.1 

2,501.6 

215.9 

243.0 

170.6 

204.1 

3. Bihar 

6,523.6 

7,008.3 

4,635.3 

6,801.8 

2,788.7 

3,043.0 

2,469.2 

3,560.0 

4. Gujarat 

3,431.0 

3,551.8 

2,598.2 

2,937.6 

952.6 

920.8 

1,409.3 

1,537.5 

5. Haryana 

1,573.3 

1,591.0 

1,315.8 

1,867.0 

2,132.2 

2,353.0 

3,712.0 

4,430,0 

6. Himachal Pradesh 

442.8 

467.6 

561.8 

556.2 

414.5 

399.5 

320.7 

333.5 

7, Jammu and Kashmir 

613.8 

621.1 

892.1 

1.092.7 

220.7 

220.7 

219.5 

219.5 

8. Karnataka 

5,531.1 

4,616.9 

5,935.7 

5.274.6 

1,921.8 

1,587.3 

1,435.2 

1,075.0 

9. Keiala 

705.1 

698.8 

1,095.0 

1,102.8 

128.8 

126.6 

216.5 

207.4 

10. Madhya Pradesh 

11,101.1 

11,187.1 

4,172.5 

7,402.4 

6,428.9 

6.552.7 

3,362.6 

4,807.1 

11. Maharashtra 

8,475.2 

8,892.3 

7,059.7 

6.957.0 

5,601.2 

5,144.7 

3,302.4 

2,774.2 

12. Manipur 

162.1 

198.5 

238.1 

290.8 

6.5 

6.5 

2.4 

2.4 

13. Meghalaya 

116.4 

1J8.5 

133.2 

147.5 

5.6 

5.8 

7.5 

7.4 

14. Nagaland 

118.6 

122.3 

64.3 

105.0 

1.0 

1.0 

0.5 

0.5 

15. Orissa 

4,880.5 

5,016.1 

3,129.9 

4,611.2 

1.574.2 

1,703.8 

741.8 

1,234.8 

16. Punjab 

1,648.9 

1,682.9 

3,783.9 

3,948.0 

3 J32.5 

3,185.0 

3,145.5 

8,018.0 

17. Rajasthan 

7,848.9 

8,950.8 

/!,281.1 

2,719.8 

3,905.2 

3,296.2 

3,963.9 

3,782.8 

18. Tamil Nadu 

5,088.4 

4,057.2 

7,462.4 

5,458.7 

164.2 

108.9 

199.2 

122.2 

19. Tripura 

223.3 

255.1 

249.8 

332.1 

40.4 

43.2 

62.2 

70.5 

20. Uttar Pradesh 

9,212.5 

9.426.6 

4,830.3 

8,669.9 

10,497.1 

10,912.9 

11,596.8 

15,851.1 

21. West Bengal 

4,784.1 

4,971.6 

5,330.0 

6,716.8 

1,289.8 

1,127.1 

1,732.1 

1,565.1 


B. Union Territories 


1. Andaman and Nicobar Islands 

11.0 

11.9 

9.6 

18.5 

0.6 

0.8 

0.3 

0.4 

2. Arunachal Pradesh 

81.2 

114.5 

102.3 

128.3 

1.8 

2.2 

2.6 

3.0 

3. Dadra and Nagar Haveli 

19.0 

18.9 

17.9 

20.7 

0.5 

0.7 

0.5 

0.4 

4. Delhi 

18.3 

23.0 

6.7 

22.8 

50.6 

49.9 

119.5 

122.2 

5. Goa, Daman and Diu 

60.1 

59.4 

102.3 

125.5 

— 

— 

— 


6. Mizoram 

67.4 

36.2 

21.7 

33.4 

0.3 

0.3 

0.1 

0.1 

7. Pondicherry 

28.8 

30.6 

71.0 

64.0 

10.9 

10.2 

16.9 

11.9 

All India 

80,792.9 

82387.5 

63,251.7 

71,432.0 

44,413.0 

43,402.9 

46,448.7 

52,435.0 
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can create an infinite 
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for automobiles, textile 
machinery, electrical and 
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machines, locks... 

Which is why more and 
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and ancillary units invest 
in PMT TRAUB Automats 


Over 3600 PMT TRAUB 
Automats are in operation 
all over India-and 
66,000 all over the world 
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IN. $, Gujral 


Indian Railways handle more 
than two-thirds of freight 
carried by mechanised modes 
of transport in the country. 
The largest quantity of originat¬ 
ing traffic that Indian Railways 
had ever carried in a year was 
239 million tonnes, in 1976-77. 
A period of 20 months, spread 
over 1976-77 and 1977-78, wit¬ 
nessed Indian Railway scaling 
new heights of efficiency and, 
jthereafter, they dipped steadily 
$own year after year. The ori¬ 
ginating passenger traffic has, 
however, remained on a steady 
upward incline over the years. 

For almost four years, an 
atmosphere of gloom and 
grim decline gripped the 
whole infrastructure in the 
country. The rail operations, 
like other core sectors of the 
economy, were beset with 
problems like general deterio¬ 
ration in law and order, work 
stoppages, slow-downs, etc., 
with consequential drop in 
productivity and efficiency al- 
round. The Government took 
stock of the situation and ini¬ 
tiated plans and schemes to 
restore order and put the vital 
infrastructure on rails. 


The year 1981 turned really 
to be a year of remarkable re¬ 
covery. The downward trend 
in rail transport productivity 
has been arrested during the 
last one year. Indian Railways 
are no longer a bottleneck for 
transport of coal required to 
generate power or to pi oduce all 
the steel which the mills can; 
they form no inhibiting factor 
to carry grain, fertilisers, or 
other myriad essential goods 
needed for industrial growth 
or public distribution. 

A year ago, the thermal 
power stations had to manage 
with precarious stocks of co il; 
they frantically looked for a 
train hour to hour. Today, 
the situation is different: elec¬ 
tric power generation during 
the last one year has increased 
by about 15 per cent for 
which Railways have carried 
all the coal and, in the bargain, 
helped build up comfortable 
storks of the vital inputs all 
over the country. So is the 
case with coal required by the 
steel plants. It is not only 
stocks of coals which have 
been built up at the steel 
plants but also of other im¬ 


Number off Passengers (in millions) 



port ant raw materials like 
iron ore, limestone, dolomite 
and manganese ores so that 
their output in no way suffers 
for want of these inputs. 

Foodgrains from the sur¬ 
plus sectors have been trans¬ 
ported as much as they are 
required in the distant deficit 


confidence and enthusiasm. 
The rising trend is reflected 
in the improved turn-round 
of wagons as well as other 
operating indices which arc 
the yardstick of productivity 
and efficiency. 

The results during the first 
eight months of the current 


Wagon Turn-Round (B.G.) 



areas and fertilisers brought 
in return from ports and fac¬ 
tories as much as is avail¬ 
able, for farms to yield more 
and more of grain. Like grain 
and manures, several other im¬ 
portant goods like HSD oil, 
kerosene and other petroleum 
products have been transport¬ 
ed fully in consonance with the 
demand. In fact, improve¬ 
ment in Railways’ perfor¬ 
mance has helped drastically 
reduce, if not altogether elimi¬ 
nate, the high premium which 
was rampant in the prices of 
trucks and lorries. 

The spurt in operatio¬ 
nal efficiency has generated, 
throughout the Indian rail¬ 
way network, a new sense of 


financial year indicate that 
Indian Railways are not only 
ahead of ihe targets set for 
them in the budget but also 
have they shown better results . 
than the best ever in the 
past. Be it the originating 
revenue-earning freight or : 
originating number of pas¬ 
sengers or the total traffic 
output, measured in terms of 
tonne kilometres and passen¬ 
ger kilometres, Indian Rail- ! 
ways have surpassed all pre- 
vious records. 

i 

While discipline, as the most : 
important dement in an enter¬ 
prise of this size and magni¬ 
tude, has been broadly res¬ 
tored and has yielded en¬ 
couraging results operating 


ANUAJL NUMBER*1982 


157 


JANUARY 22, 1982 



IN TIMES OF PLENTY 




.the grower need no longer be afraid of producing 

more and more. 

Food Corporation provides him a ready market for his 
surplus.... right through the year and at remunerative 
prices too. 


AND 


IN TIMES OF SCARCITY 

.the consumer need no longer be afraid of soaring 

prices and shortages.... Food Corporation ensures steady 
supply at a reasonable price. 

Planned procurement, storage, movement, distribution and 
building up a reserve of foodgrains helps in the battle 
against hoarding and profiteering. 


FOOD CORPORATION OF INDIA 

In the Service of the Nation 
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em¬ 
ployed in the course of 
last year have helped bring 
fybout the change, perhaps in¬ 
credible in certain quarters. 
New operational strategies 
tried out on the system have 
been pragmatic and execution 
thereof will have a lasting im¬ 
pact. Modern roller bearing 
wagons have been segregated 
to run in full train formations 
in express stream of traffic, 
mostly for carriage of bulk 
commodities like coal in open 
BOX wagon trains and others 
like grain, fertilisers and ce¬ 
ment in closed BOX and 
.CRT wagons formed in Jumbo 
grains. 

Trains run end-to-end with¬ 
out being detained on route 
for routine check up, inten¬ 
sive examination being carried 
out at the originating and 
terminating points. Locomo¬ 
tives, diesel and electric, ope¬ 
rating these trains hurtle long 
from one zone to another, 
tracking trains farthest to des¬ 
tinations, irrespective of 
which zone they belong to. 
Traditional steam engine-haul¬ 
ed slow shunting trains have 
been replaced by efficient diesel 
jugglers. The whole emphasis 
has been on optimal usage of 
assets consistent with their 


design parameters and safety 

standards. 

Railways have to look ahead. 
They have stupendous chal¬ 
lenges to face in the years to 
come. Economies in opera¬ 
tion have to be maximised. 
Scarce capital resources have 
to be put to optimal use; 
new concepts are needed to 
be encouraged and imple¬ 
mented; obesity, anywhere 
in the system, needs to be 
controlled. Modern equipment 
costs more and has to yield 
more. Men have to reorient 
their sights and their vision. 

We have so far been mostly 
busy in something like a fire 
fighting operation. There are 
several challenging tasks ahead 
of us. As we have been 
putting out the fire, we have 
not been shy of taking deci¬ 
sions which constitute a 
break with the past and which 
postulate a new course to be 
followed by Indian Railways 
as the sinews of the economy 
and the arteries of its industry. 
We are concious that the net¬ 
work has been atrophied and 
that our assets have to be duly 
nurtured and nursed. Buoyancy 
in the railway system is a pre¬ 
requisite for all the schemes 
that underscore the need to 


Net Tonne Kilometres Per Wagon Day (B.G.) 



repair and maintain our 
assets in proper shape, form 
and health which alone will 
help bear the brunt in the 
coming decades. 

It is in this context that 
we have laid an unprece¬ 
dented emphasis on reha bi- 


Net Tonne Kilomeires 
(in millions) 

April to Nov. 



ay co 

litation of assets. The current 
Plan (1980-85) earmarks 50 
per cent of the outlay for 
this purpose. Continued low 
investments have resulted 
in deferred replacement 
and maintenance of track 
as well as rolling stock. 
Indian Railways fac: the 
onerous task of renewal of 
about 14,000 kms of rail 
track in addition to replace 
ment of about 8,000 coaches 
and 65,000 wagons during the 
Plan period. The percentage 
of overdue major overhaul 
has gone up to about 17 
per cent in case of passenger 
coaches and about 23 per 
cent for wagons. More than 
70 per cent of the workshop 
plant and machines need 
replacement. 

The money needed for these 
tasks is far more than the 
amount of Rs 2,500 crorcs 
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set aside in the Plan outlay. 
Assistance has been forth¬ 
coming by way of an IDA 
credit of about $ 190 million 
for modernisation of five of 
our workshops for mainte¬ 
nance of coaches and wagons 
as well as another $ 150 
million for the Wheel & Axle 
Plant at Bangalore which will 
commence production of 
wheels by 1982 and of axles 
by 1984. Wc have also on the 
anvil the $ 70 million project 
for the manufacture of diesel 
locomotive components and 
sub-assemblies. 

Track Rehabilitation 

Wc arc convinced of the 
paramount importance of 
rehabilitation of our track, 
coaches an.i wagons, both for 
the requisite quality of service 
and safely in tiain operations. 
The whole stiess has to be on 
consolidation of the system 
rather than on its expansion. 
The operational innovations 
employed during the last one 
year will help us achieve 
fmther, by way of bettei 
utilisation of assets. This 
by itself, imposes additiona 
strain on the system andunlcst 
it is equipped to bear thif 
stlain, the overall product* 
vily gets eroded. 

The growth in the capacity 
of the system to carry thi 
traffic that is projected to till 
extent of an increase of I(X 
per cent in the ensuing ft 
years will entail qualitative 
changes in the design para 
meters of our rolling stool 
and train formations. Con 
sistent with this objective 
we have expedited the mami 
facture of new BOX *N 
wagon for carrying bulk com 
modities like coal and mint 
rals. The new wagon ha 
made a debut and will hel; 
us in operation of longer an 
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heavier trains, theitby con¬ 
serving sectional capacity and 
^terminal facilities. 

The roller bearing CBC- 
fitted modern wagon fleet in 
use for transport of long haul 
bulk commodities has yielded 
commendable results and 
today this fleet, although 
constituting only about one- 
third of the total number on 
the system, carries more than 
60 per cent of the total 
freight traffic. 


The rail freight business in 
India has interesting aspects : 
tXabout 80 per cent of freight 
moves over 25 per cent of the 
network along ihe major 
trunk routes running diago¬ 
nally inland from the eastern 
and western coastlines linking 
major cities of Calcutta, 
Madras, Bombay and Delhi. 
Again, the broad gauge con¬ 
stitutes just about 50 per cent 
of the total network in the 
country, although it carries 
85 per cent of freight and 
more than 75 per cent of the 
passenger traffic. The new 
design wagon will help con¬ 
serve available capacity on 
the major high density broad 
guage routes. 


Revenue Earning Freight 
Traffic April to Nov. 
(million tonnes) 



e* 


Revenue Freight Traffic (in million tonnes) 



Likewise, heavier and longer 
inter-city popular passenger 
trains, each carrying 22 coa¬ 
ches, will help grapple with 
the rising demands of passen¬ 
ger services without very much 
straining the ground facilities 
in the interest of conserving 
route capacity for freight 
services so essential for 
the economic growth of the 
country. 

It is also interesting to know 
that while 75 per cent of the 
locomotive fleet is steam, the 
traffic output by steam trac¬ 
tion is only of the order of 20 
per cent, the remaining 80 per 
cent being catered for by diesel 
and electric locomotives, 
Steam locomotives arc being 
progressively allocated to in¬ 
ferior services. Steam traction 
is energy-intensive as well as 
cost-intensive. We are closing 
down steam locomotive sheds 
as a matter of deliberate policy; 
steam locomotives being retir¬ 
ed as the availability of supe¬ 
rior traction fleet increases. 

As more and more steam 
locomotives are assigned to 
the scrap heap, the overaged 
and unserviceable coaches and 
wagons are also being condem¬ 
ned and scrapped in order that 


the system works only with 
the fleet that works. We ex¬ 
pect around 20,000 of derelict 
wagons to be thrown olT the 
tracks in this year 1981-82. 

Conscious, as we are, of the 
energy crisis looming large, we 
have lent a new thrust to the 
electrification projects. The 
current Plan includes a provi¬ 
sion of 2,800 kms to be put 
under electric wires and to 
complete the groundwork to 
cover as much as 5,000 route 
kms of electrification in the 
next plan. The aim is to elec¬ 
trify the major trunk routes 
on the system us well as other 
high density traffic routes. 
Simultaneously, we have initia¬ 
ted action to update the main 
line electric locomotive techni¬ 
ques so that obsolescence of 
the old design locomotives 
affects in no way our opera¬ 
tional efficiency. 

We have also planned to 
give importance to the contai¬ 
nerised cargo handling and 
movement facilities. In order 
to deal with ISO containers 
from ports of Bombay and 
Madras, inland container de¬ 
pots have been set up at 
Delhi and Bangalore. The 
third ICD at Ahmedabad, lin¬ 


ked to the port of Bombay, 
will be operational next year 
and a few other inland depots 
have been identified to be deve¬ 
loped for handling ISO con¬ 
tainers. 


Both for the quantitative in¬ 
crease in traffic load in the 
ensuing years and the optima) 
usage of the costly assets, we 
feel convinced that a real-time 
on-line management informa¬ 
tion system is an essential re¬ 
quirement. Indian Railways 
have set up a full fledged multi¬ 
disciplinary Directorate of Ope¬ 
rations Information System 
with experts from the fields of 
railway operations, mechanical 
engineering, telecommunica¬ 
tions, electronic and computer 
technology. We intend ex¬ 
pediting the installation of the 
system with maximum indige¬ 
nous content. 


Sense of Confidence 

The year that has gone by 
has helped infuse a new sense 
of confidence that Indian; 
Railways have, within them, the 
capacity and ability to face the , 
challenges of the years to come. 
The deteriorating trends of the ! 
preceding three years have. 
been reversed. That has been 
no mean achievement as that 
has been no easy task. Given 
the necessary will to manage 
and the basic congenial envi¬ 
ronment to push the economy 
ahead, unfettered by recalci¬ 
trant and fissiparous trends in 
the body social and economic. 
Railways will deliver the 
nation's goods. They have a 
dedicated and professional, 
body of men who rise to the 
occasion and serve the nation 
faithfully and sincerely. To 
harness their energy and lead 
them to the corporate goal of j 
service to the community will; 
be a major responsibility of" 
the management. 
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Power Prospects : Elusive Targets 

R. C. Ilmmai 


The overall power situation 
in 1981 has shown, marked 
improvement and contributed 
not insignificantly to the 
wholesome trends both in agri¬ 
culture and industry. But it 
will be presumptuous to infer 
that all is now well on the 
power front. Nearly 11 per 
cent of the requirements, offi¬ 
cial sources admit, could not 
be met. Shortages still persist 
in various parts of the country. 
More distressing, however, are 
the serious slippages in the 
implementation of new pro¬ 
jects. 

The turnround in power 
generation which started in 
October, 1980. resulting in a 
13 per cent increase during 
the six months to March, 
1981, over the corresponding 
period in the previous year, 


has been well maintained 
throughout 1981. Genera¬ 
tion during the 11 months 
to November went up by 11.7 
per cent. The actual output 
improved to 110.14 billion 
units from 98.60 billion units 
during January-November, 
1980. For the 12 months to 
December, the growth was 
slightly over 11 per cent. 
Generation would have gone 
up even more impressively 
had the Ranapratap Sagar 
nuclear plant behaved as well 
as it did in 1979 and 1980. 
The first unit of this project 
yielded just about half the 
output of 1979 and approxi¬ 
mately 60 per cent of 1980 due 
to forced outrages and techni¬ 
cal difficulties. 

Even then, very encourag¬ 
ingly, thermal generation, in¬ 


cluding nuclear power, regis¬ 
tered a growth of 16.3 per 
cent during the January- 
November period and 16 per 
cent during 1981 as a whole. 
Hydel generation increased 
by five per cent up to Novem¬ 
ber and 4.8 per cent during the 
12 months to December. 
Both these percentages com¬ 
pared well with those for the 
previous year. 

The first eight months of 
the current financial year 
have witnessed increase in 
power generation of the order 
of 11.8 per cent. Over 80.993 
billion units were produced 
during this period, as against 
72.427 billion units during the 
corresponding period last 
year. The growth in thermal 
and hydel generation appro¬ 


ximated 18.1 per cent and five 
per cent, respectively. * 

The increase in generation 
was shared by all the regions. 
During April-November, 1981, 
it was around 11.8 per cent 
in the southern region, 8.9 
per cent in the western region, 
10.6 per cent in the northern 
region and 20.4 per cent in 
the eastern region. The north* 
eastern zone threw up a 
growth rate of 32.5 per cent. 

The most significant achie* 
vement has been that of the 
Damodar Valley Corpora¬ 
tion whose growth rate eX- ( 
ejected the all-India average 
by a wide margin. This was of 
great assistance in stepping 
up coal production in east 
India. In November, for ins¬ 
tance, DVC’s generation was 


Table 1 


Power Generation : 1979-80 to 1981-82 


(In GWH) 




Apr. 

May 

June 

July 

Aug. 

Sept., 

_ajs_ 

Oct. 

Nov. 

Dec. 

Jan. 

teb. 

March 

Total 


1979-80 

4741 

4836 

4615 

4572 

4462 

4517 

4692 * 

4331' 

"4801 

5215 

4859 

5514 

5715$ 

Thermal 

1980-81 

S182 

5165 

4650 

4388 

4260 

4425 

4897 

5276 

5872 

5975 

5486 

6455 

62031 


1981-82* 

6017 

6288 

5829 

5277 

5161 










1979-80 

218 

239 

284 

307 

-266 

248 

313 

304 

210 

215 

108 

164 

2876 

Nuclear 

1980-81 

273 

294 

241 

228 

1302 

311 

1 216’ 

329 

198 

165 

180 

272 

3009 


1981-82* 

314 

365 

263 

279 

227 










1979-80 

4026 

3999 

3525 

4180 

'4486 

4109 

4057 

3497 

3518 

3494 

3290 

3320 

45501 

Hydro 

1980-81 

3066 

3114 

3199 

4379 

4701 

4728 

.4625 

4178 

3822 

3643 

3461 

3616 

46532 


1981-82* 

3702 

3542 

3703 

4473 

4875 










1979-80 

8985 

9074 

8424 

9059 

9214 

8874 

9062 

8132 

8529 

8924 

8257 

8998 105532 

Total 

1980-81 

8521 

8573 

8090 

8995 

9263 

9464 

9738 

9783 

9892 

9783 

9127 

10343 111572 


1981-82* 

10033 

10195 

9795 

10029 

10263 






- 


_ J 


^Thermal includes nuclear generation 
♦Tentativs 
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nearly 40.6 per cent more than 
in November last year. 

While hydel generation has 
been kept up thanks to nor¬ 
mal rainfall last year as well 
as this year, the growth in 
thermal generation has pri¬ 
marily resulted from better 
Utilisation of the existing 
capacities. The addition 
to capacity by November had 
not been more than about 250 
MWs. Improved coal sup¬ 
plies was a significant factor. 
But much more important 
than this was the preventive 
maintenance measures taken 
to avoid breakdowns. Capa¬ 
city utilisation of thermal 
plants in November had been 
around 45.8 per cent, as aga¬ 
inst 41.1 per cent a year ear¬ 
lier. Efforts are being made 
to raise capacity utilisation 
further: considerable scope 
exists for this. Should they 
tucceed and the average uti¬ 
lisation goes up to over 52 


per cent in the coming months, 
as envisaged, it indeed wil) 
be a major breakthrough in 
the power sector. Ultimately it 
is to be raised to 55 per cent. 

The 11.8 per cent growth in 
generation during the April- 
November period compares 
with the targetted growth of 
9.4 per cent for the whole of 
the current financial year. The 
target, thus, is likely to be 
excelled. The growth regis¬ 
tered in 1980-81 was a shade 
lower than six per cent. It 
was just around 2.12 per cent 
in 1979-80. 

Improvement in capacity 
utilisation, in fact, is the 
major hope for maintaining 
somewhat easy supply of 
power during the next finan¬ 
cial year. This is because se¬ 
rious slippages have conti¬ 
nued to occur, this year as well 
in regard to augmentation of 
capacity, notwithstanding the 


annual target being set 
lower than warranted in terms 
of the current (revised Sixth) 
Plan development programme. 

The revised Plan envisages 
stepping up of the installed 
capacity from 31,025 MWs 
at the end of 1979-80 to 51,192 
MWs in 1984-85—an in¬ 
crease of slightly over 
20,000 MWs over the five- 
year period. The first two 
years of the Plan, of course, 
may not witness an addition 
of more than 2,800 MWs. 
Capacity to the extent of only 
1,800 MWs had been com¬ 
missioned or rolled last year, 
against a target of 2,945 MWs 
and the mid-year expectation 
of an addition of 2,350 MWs. 
During the current financial 
year, capacity to the extent 
of about 900 MWs has been 
added till lately. On current 
reckoning, the total addition 
by the end of the year may 
not be more than 2,000 MWs. 


The target set tot tbt ytffl 
is 3,200 MW # 

The pertinent fact to be 
noted in this regard is that 
even though the addition to 
capacity this ‘year will be 
slightly nfdre than in the last 
two years (in 1979-80 also 
the capacity commissioned/rol- 
ied was around 1,800 MWs), 
it will be substantially less 
than in 1978-79. That year 
had witnessed capacity going 
up by as large an extent as 
3,000 MWs, although this 
achievement had fallen short 
of the target of 3,800 MWs 
by 800 MWs. 

If allowance is made 
for the failures in respect of 
augmentation of nuclear gene¬ 
ration capacity, the slippages 
from the 1978-79 performance 
have been all the more pro 
nounced. The addition of 
nuclear capacity during the 
past two years has been only 
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235 MWs (the second unit Electricals and instrumenta- 


of the Ranapratap Sagar pro¬ 
ject). The first unit of the 
^N^alpakkam plant is yet to be 
commissioned, even though it 
was expected to go on stream 
in mid-1970s, 

An idea of how the targets 
for the increase in capacity 
have been scaled down after 
1978-79 can be had from the 
fact that despite 3,800 MWs 
capacity being envisaged’ to 
be added in that year, the 
targets set for 1979-80, 1980- 
SI and 1981-82 have been 
2,945 MWs, 2,687 MWs and 
3,200 MWs, respectively. In 
^ terms oi the original Sixth 
11 Plan, drawn up by the Janata 
Government, the addition to 
capacity ought to have been 
around 3,200 MWs in 1979- 
80, 3,800 MWs in 1980*81, 
4.470 MWs ?n 1981-82 and 
4,760 MW in 1982-83. 

Tardy Progress 

The tardy implementation 
of the power development 
programmes during 1980-81 
and 1981-82 apparently im¬ 
plies that the revised Sixth 
Plan target of raising the 
capacity of 51,192 MW by 
1984-85 will prove elusive by 
a wide margin, although seve¬ 
ral larger sized plants are 
slated to be brought on stream 
during the coming years. It 
is worth stressing that the 
slippages in the recent past 
have occurred despite most of 
the preliminary work having 
been completed before the 
final sanctioning of the 
projects and projects to an 
aggregate generation capa¬ 
city of 29,665 MWs having 
been sanctioned by the end 
of March last year. 

Various reasons have been 
put forth officially for the 
serious lags in the implemen¬ 
tation of power development 
programmes. Bharat Heavy 


tion Limited, Kota, have 
come in for vehement criti¬ 
cism for delays in equipment 
supplies. These two public sec¬ 
tor . undertakings have been 
styled,' at a recent, conference 
of the State Chief Ministers, 
as the principal culprits for 
the lags in the ex<scution of 
the planned projects, with the 
result that both the Centre 
and the State Governments 
have pressed the need fo» 
importing equipment from 
abroad to make up part of 
the delays that have already 
taken place. But this is un¬ 
likely to be of much help for 
the simple reason tha^ ev^n 
if equipment is ordered ab¬ 
road, it will not be possible to 
commission it by 1984 85. 

There may be lags on the 
part of the two public 
secor undertakings in the 
supply of equipment, but 
that does not appear to be the 
whole truth about the slip¬ 
pages. A significant revela¬ 
tion was made at the above 
mentioned conference of Chief 
Ministers about the losses that 
the State electricity boards 
have accumulated: they ag¬ 
gregate to as large a sum as 
Rs 770 crores. Due to finan¬ 
cial difficulties, the State elec¬ 
tricity boards owed to the 
BHEL alone Rs 200 crores. 

Serious Distortions 

Such large overdues to a 
manufacturing organisation 
obviously can inject serious 
distortions in its operations. 
Bunching of orders appears 
to be another major cause 
for delays in equipment sup¬ 
plies. A clear evidence of this 
is available from the fact 
that the BHEL last year had 
orders equivalent to no more 
than two years’ turnover. For 
compressor and industrial 
turbo-sets, the then orders 


Tablf II 

Growth of Power Industry 


Year Installed Energy 

Capacity Genet at ion 

(MWs) (GWH) 


1950 

2302 

7514 

1960-61 

5654 

20123 

1970-71 

16271 

61212 

1973-74 

18456 

72796 

1978-79 - 

29226 

103328 

1979-80 

31025 

112752 

1980-81 

32825 

115500 

1980-81 (April-December) 

31825 

82319 

1981-82 (April-December) 
(Estimated) 

33525 

91786 

198L85 

Projections 

51192 

191000 

1989-90 

82000 

310000 


did not provide load for even 
the crurrent financial year. The 
case with Instrumentation 
Limited was not different. No 
fresh orders are staled to have 
been received by this under¬ 
taking during the current 
financial year till recently. 

The slippages in addi¬ 
tion to capacity have occurred 
due to various reasons: the 
delays in equipment supplies 
is only one such factor. Ins¬ 
tances have not been wanting 
in the past of equipment re¬ 
maining confined to crates 
because of the non-readiness 
of the State electricity boards 
to instal it. The shortages of 
construction materials such 
as steel and cement too have 
been responsible for the 
plans to augment power gene¬ 
ration capacity going awry. 

Much more serious, of 
course, are the financial and 
management weaknesses of 
the State electricity boards, 
indisputably, not only are most 
of the electricity boards over¬ 
staffed but also they are being 
used for political and bureau¬ 
cratic patronage. Various at¬ 
tempts to streamline their 
working have not yielded the 


desired results. The slippages 
in implementation have cau¬ 
sed serious over-runs incests* 
compounding financial cons- ,, 
traints. 

With the States resisting the 
increasing role of the Centre, 
in power generation and even 
being charry of developing the ; 
power resources on regional 
basis, what needs to be done 
primarily on the power front 
is to overcome the weakness; 
ses of the State electricity 
boards. Unless this basic de¬ 
ficiency is removed, the longr, 
term power perspective can-* 
not be expected to brighten 
up. Better utilisation of the 
installed capacity can g6: 
some way in obviating power 
shortages. But there is a limit 
to this process. Unless ins* 
tailed capacity is augmented 
expeditiously, power short¬ 
ages may re-emerge with a? 
vengeance. 

It is worth stressing thit 
the recent improvement ii 
generation has resulted from 
the adoption of the systems 
approach. The same needs to 
be done in a concerted maul 
ner in regard to implementa¬ 
tion of new projects. 
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Flying HigfiT in a Slump 

Swaminathan 8. Aiyar 


At a time when the world air¬ 
line business is suffering its 
worst financial crisis in history, 
both Air-India and Indian 
Airlines have staged a major 
financial recovery, and are 
prominent among the tiny 
handful of airlines that are 
making profits. This is a not¬ 
able performance which has 
not been highlighted adequate¬ 
ly. Air-India in particular 
merits applause, as it is expos¬ 
ed to the full blast of inter- 
J national competition. Our 
public sector has often been 
criticised for its vast herd of 
white elephants. But Air- 
India’s jumbos are anything 
but white elephants, and have 
in fact enabled the company 
to get into the black. 

The disastrous condition of the 
world airline business was re¬ 
vealed by the Direetor-Gcneial 
of the International Air Trans¬ 
port Association in October. 
He estimated that airline 
losses would rise to $2,100 
million in 1981, and further 
to 52,750 million in 1982. 
Even a giant like Pan-Am 
is in desperate financial 
trouble, and has been forced 
to sell a profitable subsidiary. 

Passenger traffic on IATA 
airlines fell 2.9percent in 1981 
while capacity increased by 6 
per cent. This led to an ugly 
fall in the average load at a 
time when high fuel prices 
had made it imperative to fill 
as many seats as possible. 
High interest rates have added 
mightily to the woes of this 
capital-intensive business. Tra¬ 
ffic is not expected to pick 
up substantially before 1983, 
and even in that year, the com¬ 
bined losses of IATA mem¬ 
bers after interest payments 
may be just under 52,000 mil¬ 


lion. Some bankruptcies 
seem invitable. 

It is against this background 
that one has to gauge the per¬ 
formance of Air-India and 
Indian Airlines, Both bene¬ 
fited from the world boom in 
air travel in 1976-79, and reaped 
record profits. Then came 
the second oil crisis, pushing 
costs up and traffic down. 

Out of the Red 

Air-India crashed into a 
deficit of Rs 14.95 crores in 
1979-80, while Indian Airlines 
sank Rs 2.34 crores into the 
red. Both were forced to try 
and improve productivity and 
cut costs in a time of inflation. 
In the next year, 1980 81, Air- 
India suffered a bigger loss of 
Rs 21.3 crores, but Indian 
Airlines showed a net profit of 
Rs 2.48 crores. In the current 
year, both are making money, 
and are looking forward to a 
profitable future at a time 
when other airlines are won¬ 
dering if they can survive. 

Every airlines must fill as 
many scats and as much cargo 
space as possible. Air-India 
today boasts an average load 
factor of 64 per cent, one of 
the highest in the world. The 
global average is only 56 per 
cent. Indeed, Air-lndia’s load 
factor today is the highest in 
its own history, which suggests 
that some of its past successes 
in the Tata era were due less 
to efficiency than to favourable 
world conditions. In 1970-71, 
for instance, Air India made 
a profit depite a load factor 
of just 54.3 per cent. Spiral¬ 
ling fuel costs have now push¬ 
ed up the break-even point to 
62 per cent. An international 
airline must be exceptionally 


efficient to exceed this level, 
and Air-India is one of the 
few that have been up to the 
challenge, it increased re- 
venue-earning traffic by 19.7 
per cent in 1980-81 and by a 
further 11 per cent this year, 
despite the global fall in traffic. 

One reason for its success 
has been the improved punc¬ 
tuality of flights. Any airline 
which misses a connection 
loses a lot of passengers and 
tarnishes its image. The onv 
putcrisation of passenger book¬ 
ing from March 1981 has 
also played an important role 
(and highlights the need to 
provide Indian Airlines with a 
computer system as well.) Im¬ 
proved ground services and 
an appropriate marketing 
strategy seem to have been 
other factors contributing to 
Air-India’s h gher load. 

Economy Drive 

At the same time it cut ex¬ 
penses by Rs 26 crores m an 
economy drive. Unlike fore¬ 
ign airlines, Air-India cannot 
retrench its staff—that would 
be unthinkable in a public 
sector firm here. But it shut 
some off-line offices and gave 
a golden handshake to staff 
abroad. Increased flight 
punctuality meant lower hotel 
bills on behalf of stranded 
passengers and staff. Inessen¬ 
tial publicity and entertain¬ 
ment expenses were slashed 
by Rs 8 crores. Staff costs 
were pruned by Rs 6 crores by 
freezing employment (despite 
rising traffic), and strict 
control of travel bills. Imp¬ 
roved fuel management saved 
another Rs 3 crores—the 
fourth aircraft engine was 
shut while taxing, and im¬ 
proved cruise techniques were 


used to economise on fuel. 
The size of the cabin crew 
was cut from 18 (which was 
the highest in the world) to 
15. By concentrating on first 
class passengers (and intro¬ 
ducing Sleeperette seats), Air- 
India managed to raise its 
yield per passenger by 9,2 
per ecnl in 1980-81 and 
another two per cent this year. 

There is nothing particularly 
revolutionary in these mea* 
sures. Every airline in the 
world is unJcrtaking similar 
measures to cut costs and 
raise revenue. The point is 
that Au-India has succeeded 
where others have not. It 
has chalked up a net profit of 
Rs 3.51 crores in thi: first half 
of the current financial year, 
against a loss of Rs 17.6 crores 
in the same period last year. 

Air-India has an edge over 
European and American 
airlines because of low wages 
for some employees based in 
India. But there are offsetting 
disadvantages, such as a lack 
of pooling arrangements for 
spare parts, which leads to a 
high inventory. The cost of 
aircraft fuel in India is the 
highest in the world, and Air* 
India buys 40 per cent of its 
fuel in India. 

Indian Airlines ha$ a 
virtual monopoly on domestic 
routes, and to this extent is 
in a much better position 
than Air-India to make pro¬ 
fits. But its also suffers froip 
Government controls on an 
emasculating scale. Its fares 
are barely 70 per cent of the 
world average. It is forced 
to operate all sorts of un¬ 
economic aircraft like Fokker; 
and Avros on all sorts d 
uneconomic routes, to satisfi 
political pulls. Indeed, if 
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75 per cent of its routes, as 
fits Avros have a break-even 
*point of 95 per cent while the 
Fokkers are beyond the pale 
at 127 per cent. By inter¬ 
national standards, the airline 
has the advantage of low 
wages, but this is offset by 
low fares, high fuel costs 
and unenonomie routes. 
Many of the latter could be 
made economic by the cons 
truction of larger airports 
which could receive fuel-effi¬ 
cient Boeings (which break 
even at 69 per cent load) But 
that day still seems far off. 
(The airline survives mainly 
on profits from its fleet of 
Airbuses, which break even 
at 55 per cent and run almost 
full on the golden triangle of 
Delhi-Born bay-Calcutta. 

Other airlines tend to 
computerise bookings when 
they get to a million passen¬ 
gers per year. Indian Airlines 


„ |IA 1 V' , ‘"i 1 j i 1 * f 

now carries six million 
passengers and yet has no 
computer. Its Chairman, Mr 
A.H. Mehta, estimates that 
it could improve its load 
factor by 4 to 5 per cent once 
it gets computerised. Mean¬ 
while he has cut his telex 
bills by decentralising reser¬ 
vation and reducing the 
central quota to 20 per cent. 
The Leave Travel Concession 
scheme has brought in a lot 
of traffic. Other rebates on 
lightly travelled routes have 
enabled revenue to rise by 5 
to 7 per cent. Special atten¬ 
tion has been paid to air 
cargo—cars and even tractois 
arc now being transported by 
air. Fruit and flowers from 
Kashmir are now being flown 
to distant consumption cen¬ 
tres. Cargo traffic is up 25 
per cent in th? fust seven 
months of 1981-82, and pas¬ 
senger traffic 17 per cent 
There has been a profit of 


fes 2.S crores in this period 
against a loss of Rs 7.36 crores 
in the same period last year. 

Staff costs are being limited 
by monitoring overtime. There 
will be little addition to stafT 
although capacity in Septem¬ 
ber 1982 will bo double that 
in January 1980. A judicious 
fleet deployment has enabled 
not only a high load factor 
but also resulted in crews 
returning home the same day 
that they fly out, thus saving 
on hotel expenses. Fuel 
consumption has been cut by 
one to live per cent for 
different aircraft through 
bettor flying techniques, and 
alierid speeds and settings. 
Three uneconomic off-line 
slat ions have been closed 
down. Basic pay increases 
have been limited to 15 per 
cent in the last five years. 
Lab air di ciplin .' has been 
enforced, and productivity 
has improved despite the 


limited wage increase. The 
way things are going, profits 
should touch Rs 8 crores this 
year, and rise to Rs 17 crores 
in 1982-83. 

This docs not mean that 
everything is for the best in 
this best of all worlds. There 
is still plenty of scope for 
improvement in both Air 
India and Indinn Airlines. 
There arc complaints galore 
about the quality of ground 
service and in-flight seivice; 
about passengers with con¬ 
firmed tickets being denied 
seats; and about punctuality. 
Both airlines are burdened 
with obsolete, fuel-guzzling 
planes which urgently need 
to be replaced. But these 
problems are mere trifles 
compared with the travails 
of other airlines. Air-India 
and Indian Airlines are flying/ 
h : gh in the middle of a slump ,^ 
and arc entitled to a smile of \ 
selfcongratulation. 






PREMIER . . . 

in the fore-front to supply the latest in a wide range of 
Cables / Wires / Conductors under the 

QUALITY ASSURANCE SYSTEM 

THE PREMIER CABLE COMPANY LIMITED 


Head Office : 

14/15 F, Connaught Place, 
NEW DELHI-110 001 


Regd. Office £ Works : 
KARUKUTTY, Kerala. 


Central Sales £ Project Office: 

C-1, Community Centre, 
Safdarjung Development Area, 
NEW DELHI-110 016 
Phone : 654425 - 665301 


BOMBAY 


Branches : 
CALCUTTA 


MADRAS 


1 


JANUARY 22,1982 : 


ANNUAL NUMBER 1982 


169 



Shipping : Cautious Optimisui 


T. T, Vijayaraghavan 


even" as the year 1981 has 
ended, indications are that 
Indian shipping has come out 
of the worst. Though a clear, 
picture has yet to emerge, there 
is a general feeling that the 
current recession is not as 
severe as in the recent past. 
This assessment is responsible 
for major shipping companies 
embarking upon big expan¬ 
sion plans. For instance, 
Great Eastern Shipping has 
. plans to expand its fleet at an 
estimated cost of about 
■ Rs 200 crorcs. Scindia Steam 
- Navigation is planning to 
1 embark upon another major 
: expansion programme follow- 
ing completion of its three- 
i: year programme in 1980-81. 

South India Shipping is also 
: set for a large expansion plan. 

I . Besides, some MR1P com- 
) panics have shown interest in 
| diversifying into the shipping 
1 sector. Reportedly the Govern¬ 
ment has decided that big 
business houses, which intend 
' acquiring ships for the first 
time, need contribute only 
10 per cent as the promo- 
, ter's share, the balance to be 
' arranged by way of loans from 
! abroad. 

i’i' 

Prospective Entrants 

! The companies in the field 
s ) include Sahu Jain, owners 
;of Times of India and allied 
(publications, ACC , Larsen & 

' Toubro, Shri Ram and Kir- 
lloskar. Managements of ship- 
I (ping companies, however, have 
4 made it clear that there is a 
( need for a change in the en¬ 
vironment in which they ope- 
j: ^ate if they are to pursue their 
\\ plans. This means that Govern- 
!: inent’s fiscal and administrative 
| policies should be such as to 
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foster development instead of 
being inhibitive. 

World shipping saw boom 
conditions during the first three 
years of ’seventies. These were 
accompanied by a spurt in the 
movement of cargo, vast in¬ 
crease in the haulage distances, 
huge additions to the world 
fleets and revolutionary chang¬ 
es in sea transport technology. 

Recessionary Phase 

Then followed the prolonged 
recessionary phase lasting till 
about the middle of 1980. 
During this period, shipping 
companies everywhere went 
thiough the worst throes of 
heavy financial strain and huge 
tonnage lay-ups to the tune of 
49 million dw tons. They went 
into the red. India was no ex¬ 
ception. 

From 2.4 million GRT in 
1970 Indian shipping tonnage 
increased to 5.09 million GRT 
in 1976. Since then growth 
has slowed down. Apart from 
world recession, the other con¬ 
tributory factors were spiral¬ 
ling operational and mainte¬ 
nance costs, phenomenal rise 
in fuel expenses, labour unrest 
and port congestion. The 
largest additions to the Indian 
fleet were made during the 
early phase of the recession 
i.c. between 1974 and 1975 
mainly as a result of delivery 
of large bulk carriers. The 
net annual addition during 
these years were of the order 
of 600,000-870,000 gross tons 
which accentuated the liquidity 
problems particularly of the 
bulk carrier and tanker ope¬ 
rations. The additions fell off 
sharply in the subsequent 
year. Between 1976 and 1979 
increase in tonnage was in¬ 


significant. This is seen from 
the fact that shipping tonnage 
rose from 5.09 to just 5.85 mil¬ 
lion tonnes during this period. 

The latter period of the de¬ 
cade thus witnessed a gradual 
reduction in the share of 
Indian shipping in the carriage 
of national cargoes which had 
gone up three to four years 
back to 41 percent. It came 
down to 32 per cent. The ship¬ 
ping companies which are just 
recovering from the impact of 
the recession continue to be 
under financial strain in meet¬ 
ing their heavy debt obligations. 
The new recession that has 
since overtaken the freight 
market may well, therefore, 
impose a heavy but den on the 
industry. 

Meeting the Challenge 

With increasing oil prices 
the major emerging economic 
challenge is on the balance 
of payments front. To meet 
this challenge both the visible 
earnings from export and in¬ 
visible earnings from services, 
primarily shipping, have to be 
increased. There is an intimate 
relationship between exports 
and shipping services. The 
larger the proportion of an 
increasing volume of exports 
which is carried by Indian flag 
vessels the larger the earnings 
on both counts. Despite the 
remarkable growth from 
119,000 GRT in 1947 to 5.85 
million GRT in 1979, India 
occupies the 15th position in 
world shipping with only 1.42 
per cent of world tonnage. It 
is undesirable that a sizable 
portion of Indian import/ex¬ 
port cargo should be carried 
by third country non-con- 
ftrence vessels. This is detri¬ 


mental to India’s trade in that 
the freight collected in foreign 
exchange by the foreign vessels 
is a drain on the country’s 
income from exports. 

The Honaver Committee 
rightly underlined the need 
for a bold policy to augment 
national tonnage which would 
involve fleet modernisation 
and reduction of ship construe* 
tion costs. The committee fixed 
a target of 10 million GRT for 
the country’s merchant fleet 
by 1990. Tn the meantime the 
Sixth Plan has set a target 
of 8.3 million tonnes. This 
means an addition of 2.5 mil¬ 
lion GRT from the present 
level of about 5.85 million 
GRT. This addition does not 
take into account the scrapping 
of the old vessels. If this is 
done for replenishment needs, 
the addition needed would be 
even more and may be around 
3.5 million GRT. The pros¬ 
pects of attaining the Sixth 
Plan shipping tonnage target 
do not appear to be bright, 
what with the higher prices 
quoted by foreign shipyards 
and their long delivery schedu¬ 
les. 

Domestic Shipyards 

So far as the domestic ship¬ 
yards are concerned, it re¬ 
mains to be seen how far they 
would be able to succeed in 
meeting the country’s needs. 
The Central subsidy to thfc 
public sector shipyards in the 
country has been raised from 
5 per cent to 20 per cent of 
the international parity pjtfce 
with effect from February 
1981. But it is not known 
whether even this may be suffi¬ 
cient inducement to Indian 
shipping companies to place 
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orders* with the local yards 
because Indian built ships 
at present cost above 40 per 
cent more than the quotations 
from the overseas yards. The 
delivery period is also twice as 
long. 

Early last year (1981) the 
Union Government planned 
to acquire about 50 ships on 
a bulk purchase basis to aug¬ 
ment its merchant fleet. But 
India’s entry happened to be 
a little too late. The woild 
shipping industry was alieady 
coming out of the recession. 
Shipyards in most countries 
such as Britain, Japan, South 
Korea, Spain and Poland were 
hooded with orders. Foreign 
shipyards were, therefore, un¬ 
able to accept any orders for 
deliveries before 1983. They 
also raised their prices con¬ 
siderably. 

It is clear that the absence 
jbf a long-term national ship¬ 
ping policy resulted in our 

•r—-—- 


failure to approach foreign 
shipyards when conditions for 
purchase were more favour¬ 
able. Distress sales in 1978 
and 1979 seemed to have 
brought down the prices of 
new and second-hand cargo 
ships in the world market by 
over 50 per cent. Countries 
like China and Singapore took 
full advantage of the situation 
and added significantly to 
their tonnage by acquiring ships 
at throwaway prices. Thus 
China, which was way be¬ 
hind India is shipping tonnage 
before the onset of the reces¬ 
sion, overtook by expanding 
its gross tonnage to nearly 
10 million tonnes. 

Indian shipowners on the 
other hand added a mere 
368,000 GRT between 1978 
and 1979. In 1978, the year of 
rock bottom prices the addi¬ 
tion was less than a lakh GRT. 
The addition in 1980 was just 
57,000 GRT. Even this was 


mainly io the substantial in¬ 
crease in the public sector. If 
the performance of the private 
sector alone is considered it was 
actually minus 60,000 GRT. 
As on January 1, 1981, India’s 
gross tonnage stood at 5.68 
million tonnes. 

The Government must take 
into account all this in devising 
a suitable strategy for future 
expansion. The lessons of the 
recession years have to be 
learnt. It is obvious that if the 
Government policy had been 
imaginative, the industry 
would have perhaps emerged 
without its expansion plans 
being totally impaired. In any 
case the country has now to go 
ahead with its fleet expansion 
programme. Because of the 
comparative improvement m 
earning capacity, the shipping 
companies are now planning 
expansion and modernisation 
of their fleets. With proper 
orientation of the national po¬ 


litics andexecutionof thepo^ ■ 
grammes at administrative 
level, shipping develo p—ca t in , 
the decade of the eighties can 
be given a new momentum 

Here arc some cone®—e sug¬ 
gestions which deserve atten¬ 
tion. The Shipping Develop¬ 
ment Fund Committee {SDFC) 
should revert to its original sta¬ 
tutory role as a Development 
Finance Institution to aid 
expansion and development 
of shipping. SDFC should 
clearly enunciate its policy 
and relax and simplify its 
terms and conditions for 
loans to enable the shipping 
companies to formulate their 
expansion plans without being 
subject to uncertainties and 
frustrating delays. The criteria 
to advance SDFC loans should 
be solely to aid the pace of 
fleet expansion and on the 
basis of uniformity to all units 
as against the need-based cri¬ 
teria that had come to pre- 
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recent years. Also the 


dustry. The relief under Section It is however heartening that 


terms of SDFC should not be 
^ restrictive and should be such 
Aas to help the companies to 
Praise funds from the market 
also. 

It would appear that of late, 
SDFC has been insisting on 
many control clauses in its 
agreement providing assis¬ 
tance. These clauses, while not 
providing better security, act 
as constraints and to a large 
extent put the industry in a 
disadvantageous position in 
the capital market. There is 
also need for simplification 
and streamlining of existing 
Administrative procedures so 
* as to obviate uncertainties and 
delays in respect of sale and 
purchase of ships, sanctioning 
and disbursing SDFC and 
SAFAUNS loans, and pricing 
and delivery of Indian built 
ships. 

Financial Incentives 

The industry, however, needs 
certain financial and iiscal in¬ 
centives to go forward confi¬ 
dently. The amendments made 
by the Finance Act 1980 in 
Section 80-J of the Income-tax 
Act with retrospective effect 
has acted particularly harsh on 
the shipping industry. They 
were done at a time when the 
industry was just emerging 
from the prolonged recession. 
Some companies have filed 
writ petitions in the Supreme 
Court challenging the consti¬ 
tutional validity of this fiscal 
change. Section 80-J, it is 
pointed out by industry, has 
been replaced by Section 80-1 
whereby the effective tax rate 
on the profits of a new ship is 
reduced. Section 80-J was a 
relief granted in relation to the 
Jfresh capital investment. Sec¬ 
tion 80-1 is a relief based on 
profits and therefore is really 
not a substitute or of any 
significant benefit to the in- 


80-1 lapses should there be 
no profit in any year and 
cannot be carried forward. 

In capital intensive industries 
like shipping the initial one 
to three years after the invest¬ 
ment do not generally produce 
a profit. Therefore the tax 
reliefs that are currently avail¬ 
able have been drastically 
reduced. 

Fiscal Reliefs 

Apart from this, the 
industry is keen on getting 
certain fiscal incentives con¬ 
ducive to its faster growth. 
These include free deprecia¬ 
tion (this permits shipowners 
to write off a considerable part 
of assets when profits are high) 
and enhancement of the rate 
of investment allowance from 
25 per cent to 40 pei cent to en¬ 
able the companies to generate 
internal funds to assist their 
fleet expansion plans. It has 
become of greater significance 
for modernisation with the 
increased capital intensity and 
higher capital outlay needs. 

A national shipping policy 
resolution is also long overdue. 
It should lay down the guide¬ 
lines for developing the coun¬ 
try’s shipping. These include 
expansion of the national 
fleet, development of modern 
shipbuilding and repair faci¬ 
lities modernisation of major 
and minor ports and the train¬ 
ing of technical and mana¬ 
gerial personnel. Also the sug¬ 
gestion for export incentives 
and import concessions with 
carriage of cargo in national 
bottoms must be implemented. 
There is again a case for 
mergers and amalgamations 
to enable the industry to reap 
the benefits of the economics 
of scale and secure other ad¬ 
vantage. 


the Government's attitude is 
tending to be helpful in some 
of the recent decisions taken. 
Thus the Ministry of Shipping 
has suggested to the Finance 
Ministry that the procedure 
for sanctioning of funds 
should be streamlined. Ins¬ 
tead of sanctioning funds for 
individual proposals for acqui¬ 
ring ships the Finance Minis¬ 
try should sanction a lump sum 
amount for the purpose and 
leave these shipping companies 
to negotiate with ship-builders 
for buying vessels. 

It is also good to know that 
the precondition laid down by 
the Shipping Ministry that 
Indian shipping companies 
seeking financial assistance from 
the SDFC should make ‘im¬ 
pressive demonstrable efforts’ 
to raise loans on their own has 
now been withdrawn. The 
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Ministry had placed the condi* 
tions some three years ago whet) 
the recession was at its worsts 
The industry, which faced cash 
flow problems owing to the 
depression, resented the eon* 
dition. The Ministry realising 
the hardship has now waived 
the condition. The Ministry" 
has also decided that the in¬ 
dustry may be granted further 
assistance upto Rs 65.521 
crores mainly in the form oft 
rescheduling repayments. Th*fe 
SDFC will now allow the ship*’, 
ping companies to repay there*;/ 
scheduled amount in five years 
after a grace period of one year 
and the rate of interest on suchj 
rescheduled amount will be'$ 
7.5 per cent. All this must bell;' 
followed up and if the various^ 
suggestions outlined are im-f 
plemcnted with expedition, thei; 
prospects for shipping could $ 
certainly be quite good. % 
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UC'S GROUP 
GRATUITY SCHEME 

Builds up the image of your organisation and 
provides added financial security 
to the employees. 


Scientific funding: 

The scheme funds the employer’s liability 
in a scientific manner. It ensures imme¬ 
diate and timely gratuity payment to the 
dependants.if anything untoward happens 
to an employee. The amount payable is 
calculated on the anticipated total service 
up to the age of superannuation of the 
employee. 

Flexible: 

The scheme can be programmed to suit 
specific individual requirements and is <. 
designed to relieve the employer of the 


problems of investing yearly contributions 
on his own. 

Year after year, more and more progres¬ 
sive employers are going in for LIC's 
Group Gratuity Scheme. 

Isn't it time you did? 

For further, particulars and free advice 
get in touch with the nearest office of LIC 
or the G & S Department Life Insurance 
Corporation of India, Central Office, 
Yogakshema, Jeevan Bima Marg, 
Bombay 400 021 
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Credit Policy and Banks 

K. K. Ammannaya 


After the nationalisation of 
banks in 1969, the policy of 
the Government of India 
regarding credit has under¬ 
gone a major change. Up to 
late Sixties, there was no effort 
on the part of the Govern¬ 
ment to involve banks in the 
process of economic plann¬ 
ing and in the efforts of the 
State at economic develop¬ 
ment. 

' In the post-nationalisation 
^ era, as a matter of deliberate 
policy the Government has 
been making all-out efforts 
to associate banks in the 
developmental efforts through 
special schemes of the State 
Governments and also by 
means of lead bank scheme 
and credit plan. Now banks 
are increasingly called upon 
to play an important role in 
the matter of financing va¬ 
rious sectors of high priority 
in the national economy. As 
indicated by the Prime Minis¬ 
ter, while addressing chief exe¬ 
cutives of public sec:or banks 
recently, banking industry 
has to play an important role 
in creating an egalitarian so¬ 
ciety. This epitomises the pub¬ 
lic policy in respect of banks 
today. 

Commercial banks with their 
wide network of branches and 
command over a large volume 
of loanable funds are in the 
best position to play an effec¬ 
tive role in furthering the 
plan objectives. No doubt since 
the advent of economic plan¬ 
ning banks in India have been 
readjusting their credit port¬ 
folios to finance the growth 
of the economy. Banks had 
contributed to the financing 
of massive industrial deve¬ 
lopment which occurred under 
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the Second and Third Five- 
Year Plans. All the same, 
their contribution to the rural 
and decentralised sector was 
none-too-adequate, because 
of their urban orientation. 
Even in the field of industries 
the deployment of credit did 
not strictly conform to the 
priorities laid down by the 
Government in the Plan 
documents. 

Avowed Objectives 

Economic growth with 
social justice has been an 
avowed objective of our plan¬ 
ned efforts. Successive eco¬ 
nomic plans have laid accent 
on accelerating the tempo of 
economic development in the 
country with specific pro¬ 
grammes aimed at securing 
social justice. Broadly speak¬ 
ing the basic objectives of 
economic planning can be 
described under four heads, 
namely, growth, modernisa¬ 
tion, social justice and 
self-reliance. Banks are in 
a best position to contribute 
greatly to the achievement of 
these four broad objectives. 
They can contribute to eco¬ 
nomic growth by means of 
financing various schemes, 
projects and ventures both in 
the priority and non-prio¬ 
rity sectors. They can achieve 
social justice by helping the 
hitherto neglected and wea¬ 
ker sections of society. 

Banks are also in a posi¬ 
tion to help the process of 
modernisation in agriculture, 
industry and other sectors 
by means of credit assistance. 
Self-reliance is one of the most 
important factors in economic 
development. The country 


should be in a position to 
finance its growth by mobilis¬ 
ing internal resources. Banks 
which have a large number 
of branches are in a position 
to mobilise savings of the 
people thereby augmenting re¬ 
sources for development. Rea¬ 
lising that banks are capable 
of achieving these tasks the 
Government thought it lit to 
change its policy in regard to 
banking and bank credit and 
give banks a definite role to 
play in the process of econo¬ 
mic planning and development. 

Supplementary Canon 

Banks had three traditional 
canons of investment, namely, 
liquidity, profitability and 
safety. Under the new policy 
of the Government another 
canon was added, namely so¬ 
cial purpose. This was a sup¬ 
plementary canon of invest¬ 
ment. Earlier it was enough if 
banks ensured that their 
investment and lendings were 
liquid, they were profitable 
and they were safe. Under the 
new policy, banks should also 
ensure that their investments 
and lendings are in the larger 
interest of the country and 
they serve social purpose. 
Therefore, banks have now 
got to strike a golden mean 
between these four canons of 
investment while making ad¬ 
vances ard investments in the 
present day context. 

The major objective of the 
credit policy being followed by 
the Government after natio¬ 
nalisation was to bring about 
a more egalitarian distribution 
of the fruits of economic deve¬ 
lopment by enabling an in¬ 
creasingly large number of 
persons belonging to weaker 
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sections to participate in 
gainful economic activities. 
The Government established 
specialised agencies for con* 
nibuting to the economic well 
being of weaker sections. Sudi 
agencies include the small 
farmers' development agency* 
(SI-DA) marginal farmers* 
agricultural labourers deve* 1 
lopment agency (MPALDAJ 
drought-prone area project^ 
tribal development authority 
etc. These were specifically 
established to prepare schemed 
for the benefit of weak tf 
sections and to assist them 
through grants and subsidies. 

Thus, the reorientation of 
credit policy by banks wassup^ 
plemcnied by the creation pi 
an institutional infrastructure 
for promoting and support* 
ing the economic activities ol 
the weaker sections of soci$ 
ty. The lead bank schem* 
was also one of the deft 
nite steps taken by tfri 
Government for promoting 
banking which was at 
important basis for furthering 
the cause of economic deV^ 
lopment. A lead bank i$ "i 
lead bank in two senses. 

1 

Consortium Loadtr 

Tt is a leader of the con$$j 
tium of bankers operating j 
a particular district. In at 
other sense, the lead bank & 
to give a lead to the proca 
of economic development.: 
has to spearhead the gro^t 
process by involving all d 
other banks and financial in 
titutions in the effort. Tfi 
points to the need to hav# 
proper plan for credit 
sion. Accordingly diatri 
credit plans were prepared 1 

; i 
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Wkpeck of all the lend dfftricts. 
(AH these are efforts under the 
j$tew policy adopted by the 
jjiQovernment. 

[ /The banks, particularly the 
[banks in the public sector, 
•responded enthusiastically to 
jfhe calls made on them in 
area of financing priority 
[sectors. The total credit of 
|45 banks in the public sector 
Were Rs 2,736 crores at the 
end of 1969. The credit-depo- 
sit ratio was 72 per cent. The 
jpredit increased by Rs 15,944 
crores* by the end of 1980. 
^he total credit of these 15 
banks at the end of 1980 was 
tta 18,680 crores. The credit- 
Jeposit ratio at the end of 
Il980 in these banks was 66 
per cent (Table I). 


The policy? df 

meat all along has been tor align 
bank functioning with Plan 
priorities. Banks have to ope¬ 
rate in such a way that they 
have to conform to the speci¬ 
fied objectives in the Plan 
document, fulfilling the so¬ 
cial obligations and expecta¬ 
tions of the society at large, 
apart from achieving their 
own growth. In spite of ef¬ 
forts of the Government and 
the Reserve Bank to contain 
the inflationary trend aris¬ 
ing as a result of credit expan¬ 
sion inflation continues to 
be one of the major prob¬ 
lems in the country. The RBI, 
through its credit and mone¬ 
tary policy has been trying to 
reduce the inflationary trends. 


fettled as a year of recovery 
for the national economy. The 
new Government at the cen¬ 
tre which followed the Janata 
Government took certain 
energetic steps for attempt¬ 
ing the recovery. Banks also 
helped in the process of na¬ 
tional recovery by adhering 
to strict discipline as per RBI 
directive. The Reserve Bank 
announced its credit policy 
for the year 1981 slack season 
and also for the fiscal year 
1981-82. These measures have 
to be judged against the back¬ 
ground of persistence high 
rate of inflation, the failure 
of the Government to procure 
sufficient quantities of food- 
grains and inadequate pick- 


in addition to the continuing 
deterioration in the levels 
of living of the masses and in 
their employment and poverty 
situations. The widespread 
increases in commodity pri¬ 
ces despite a good crop 
are a grave matter. Over the 
year ended May 2, 1981 

the general index of whole¬ 
sale prices rose by 15.5 per 
cent. The credit and mone¬ 
tary situation can be sum¬ 
marised as under : 

Liquidity in the economy 
increased tremendously dur¬ 
ing the year 1979-80 and 
1980-81 because of massive 
Reserve Bank net credit to 
Government. Reserve Bank 
net credit to the Government 


Table I 

A4vaiKM i» Mi» 


(Rs in crores) 


51. Name of the Bank 

*>. 

t 

Outstanding as on the last Friday of 


VARIATIONS 

Amount 


Percentage 


f 

1969 

1977 

1978 

1979 

1980 

1978 

1979 

mo 

1980 

1978 

1979 

1980 

1980 

*: 









over 




over 

f 

—— -—- * - 









1969 




1969 

f 

1. Bank of India 

269 

923 

J 042 

1183 

1323 

J19 

141 

140 

1054 

13 

14 

12 

392 

f. Bank of Baroda 
Central Bank of India 

210 

880 

1025 

1154 

1285 

145 

129 

131 

1075 

16 

13 

13 

5P 

341 

1070 

1182 

1303 

J465 

112 

121 

162 

1124 

10 

10 

12 

330 

Punjab National Bank 

220 

882 

1037 

1182 

1390 

154 

145 

208 

1170 

17 

14 

18 

532 

Canara Bank 

120 

683 

840 

975 

1-071 

157 

135 

96 

951 

23 

16 

10 

793 

% United Commercial 










i Bank 

144 

583 

686 

771 

901 

103 

85 

130 

757 

18 

12 

17 

526 

ii Syndicate Bank 

103 

562 

674 

764 

927 

112 

90 

163 

824 

20 

13 

21 

800 

i Union Bank of India 

85 

528 

616 

700 

762 

38 

84 

62 

677 

17 

14 

9 

796 

V United Bank of India 

113 

519 

576 

702 

721 

57 

126 

19 

608 

11 

22 

3 

539 

v Indian Overseas Bank 

47 

346 

443 

557 

651 

97 

114 

94 

604 

28 

26 

17 

1285 

w Indian Bank 

61 

381 

427 

517 

579 

46 

90 

62 

518 

12 

21 

12 

849 

;. Dena Bank 

85 

335 

372 

424 

471 

37 

52 

47 

386 

11 

J4 

11 

454 

> Bank of Maharashtra 

64 

310 

332 

413 

467 

22 

81 

54 

403 

7 

24 

13 

630 

C Allahabad Bank 

84 

283 

348 

402 

460 

65 

54 

58 

376 

23 

16 

14 

448 

i Total 

1946 

8286 

%00 

11047 

12473 

1314 

1447 

1426 

10527 

16 

15 

13 

537 

t State Bank 

790 

3424 

4371 

5134 

6207 

947 

763 

1073 

5417 

28 

17 

21 

686 

wiTMl 

2736 

11710 

13971 

16181 

18680 

2261 

22W 

2499 

15944 

19 

16 

15 

583 
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* '3orctes or 
78 per from Rs 8,567 
^ crores gt the end of March 
^1979 to Rs 15,232 crores at 
the end of March 1981. No 
doubt, other forms of credit 
followed suit. Bank credit 
to the commercial sector ex¬ 
panded by Rs 7,800 crores or 
by 38 per cent from Rs 25,837 
crores to Rs 35,697 crores 
during the same period. With 
regard to commercial sector, 
more than the aggregate of 
credit, the problem is that of 
disproportionate share of 
credit flowing to large bor¬ 
rowers. The monetary policy 
^measures announced by the 
:?Rcscrve Bank were as under: 

(a) Raising of cash reserve 
ratio from 6 per cent to 
7 per cent. 

(b) Raising of the dis- 
cretionery finance rate and 
bills discounting rate from 
11 per cent to 14 per cent. 


c) '' ia ; export 

refinance rate from 16 percent 
to 9 per cent. 

(d) Raising of interest paid 
by the Reserve Bank on 
bank balances maintained 
with K from 6.5 per cent to 7 
per cent and 

(e) Direction to banks to 
ensure that non-food credit 
expansion during 1981 
slack season, and during 
the first year 1981-82 does 
not exceed that in the corres¬ 
ponding previous year. 

Banks have been asked 
to implement the Chore Com¬ 
mittee and other guidelines 
on credit issued by the 
Reserve Bank of India and pay 
special attention to the needs 
of the beneficiaries of the 20 
Point Economic Programmes. 
Banks were also asked to make 
renewed efforts to extend cre¬ 
dit to the priority sector as 


weH aft to meet the genuine 
requirements of production 
and public distribution es¬ 
pecially of essential commo¬ 
dities. The thrust of mone¬ 
tary and credit policy dur¬ 
ing 1980-81 continued to be 
one of caution and restraint. 
Banks were advised that since 
they would be faring ihe 
usual seasonal increase in 
demand for credit there was 
need for them to plan the uti¬ 
lisation of their resources so 
that they are in a position to 
eliminate their recourse to 
any additional support from 
the Reserve Bank of India 
beyond the refinance facili¬ 
ties already established by 
them. While no specific ceil¬ 
ings in respect of incremental 
ratio or magnitude of credit 
expansion were stipulated 
banks were reminded that they 
were required to operate 
within their own resources. 


Access to the established 
finance and rediscounting facial 
lities would be only for short! 
periods and that too subject* 
to their maintaining the pres¬ 
cribed cash reserve ratio atijU 
statutory reserve ratio. ! 

The Reserve Bank of fading 
has hiked cash reserve ratio' 
from 7 per cent to 8 per cent * 
on October 16 this year. It is' 
proposed to enhance the ratio 
in four phases. The ratio will t*|; 
7.25 per cent from November? 
1981 as per the RBI directive.; - ; 
It will be 7.50 per cent front; 
December 25, 1981 and 7.75? 
per cent from January 29,f 
1982. From October 20, twi| 
the ratio will be 8 per cent. I 

M 

The impact of tighter credit! 
policy is clearly reflected in? 
the shrinking of total accom-?f 
modation provided by the? 
Reserve Bank of India tof 
banks. With certain changes! 


With compliments 
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in the refinance policy during 
the previous months such 
as increase in the base level 
from Rs 2,000 crores to Rs 
2,200 crores for calculating 
tfee food refinance entitle¬ 
ment with effect from April 
1980, the termination of finan¬ 
ce facility under the small 
farmers window with effect 
from July 1, 1980 and also 
discretionary refinance be¬ 
ing made available only for 
short periods and under ex¬ 
ceptional circumstances the 
Reserve Bank s accommo¬ 
dation to commercial banks 
continued to decline during 
1980-81. The special scheme 
for refinance against loans for 


import of capital goods was dis¬ 
continued with effect from 
July 1, 1980. For avoiding any 
disruption, however, the faci¬ 
lity wa* phased out gradually. 
Taking into account refinance 
and rediscount together the 
total RBI accommodation 
showed a substantial decline 
of Rs 128 crores between 
June, 1980 and June 1981. 

Advances to priority sec¬ 
tors increased by Rs 1756 
crores (26.1%) as against 
Rs 1,340 crores (24.9%) 
during the previous year. 
Advances to agriculture and 
small-scale industries rose 
by Rs 806 crores (29-1 %) and 
Rs 595 crores (22.6%) respec- 


' tively as compared to Rs 664 
crores (27.9%) and Rs 458 
crores (21%) respectively in 
the previous year. Banks 
were advised regarding the 
acceptance of recommenda¬ 
tions of the working group 
on the modalities of imple¬ 
mentation of the priority sec¬ 
tor lending and the 20 Point 
Economic Programme. 

Banks were impressed upon 
the need to put in their 
efforts to attain the following 
targets : 

(a) Lend a minimum of 40 
per cent of priority sector 
credit to agriculture to make 
it 16 per cent of total credit 
by March 1985. 

E II 


40 per cent Credit to 

priority sectors h^iMarch 

1985 - v... '% 

(c) Lend a of 50 

per cent of agricultural credit 
to weaker sections under 
agriculture by March 1983. 

(d) Lend a minimum of 12.5 
per cent of SSI credit to wea¬ 
ker sections under SSI. 

(e) Lend a minimum of 
1 per cent of total credit as at 
the end of previous year un¬ 
der DRI Scheme and a mini¬ 
mum of 40 per cent DRI 
credit to be lent to persons be¬ 
longing to scheduled castes 
and scheduled tribes. 

(f) Lend a minimum of 2 


Priority Sector Advances 


(Rs in crores) 

VARIATIONS 


SI. Name or the Bank 

No. 


Outstanding as on the last 
Friday of 


1969 1977 1978 1979 1980 


Amount Percentage * 

1978 1979 1980 1980 1978 1979 1980 1980 

over over 

1969 1969 


1. Bank of India 

2. Bank of Baroda 

3. Central Bank of India 

4. Punjab National Bank 
5* Canara Bank 

6. United Commercial 
Bank 

7. Syndicate Bank 

g. Union Bank of India 
<1, United Bank of India 
p t Indian Overseas Bank 
1. Indian Bank 
1 Dena Bank 

3. Bank of Maharashtra 

4. Allahabad Bank 
Total 

5. State Bank 


{rand Total 


30 

32 

56 

19 

27 

19 

39 

12 

9 

16 

15 

23 

23 

8 

328 

203 

531 


242 

296 

377 

499 

53 

81 

122 

!469 

22 

28 

32 

1563 

259 

363 

419 

506 

104 

56 

87 

474 

40 

16 

21 

1481 

266 

315 

423 

538 

49 

108 

115 

482 

18 

34 

27 

859 

220 

291 

385 

548 

71 

94 

163 

529 

33 

32 

42 

2784 

225 

264 

328 

398 

39 

64 

70 

371 

18 

24 

21 

1370 

152 

179 

233 

306 

27 

54 

73 

287 

18 

30 

31 

1510 

223 

264 

296 

357 

41 

32 

61 

319 

19 

12 

21 

839 

174 

210 

239 

279 

36 

29 

40 

267 

21 

14 

17 

2054 

113 

153 

188 

205* 

40 

35 

18 

196 

36 

23 

10 

2178 

118 

155 

181 

231 

37 

26 

61 

215 

32 

17 

34 

1344 

101 

125 

154 

185 

24 

29 

31 

170 

24 

'23 

20 

1133 

101 

123 

149 

171 

22 

26 

22 

148 

23 

21 

15 

643 

i 13 

131 

159 

187 

18 

28 

28 

164 

16 

21 

18 

71? 

1 1 J 

SR 

93 

113 

152 

35 

20 

39 

144 

60 

22 

35 

1800 

JO 

2365 

2962 

3644 

4562 

596 

682 

918 

4234 

25 

23 

25 

1291 

1070 

1448 

1885 

2267 

379 

436 

382 

2064 

35 

30 

20 

1017 

3435 

4411 

5529 

6849 

975 

1118 

1300 

6298 

28 

25 

24 

1186 


♦Later it is reported that these 


advances have gone up to Rs 216 crores. 
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of 


components of' priority 


additional borrowers per 
branch per month over Dece¬ 
mber 1978 level. 

, Banks have been advised 
to allot a minimum of 40 
per cent of incremental credit 
to priority sector and whose 
level of priority sector ad¬ 
vances are at present less than 
40 per cent to allot higher 
percentage of credit to priority 
sectors so that these banks will 
reach a minimum of 40 per 
cent by March 1985. 

In the light of above guide¬ 
lines all the banks have been 
taking energetic steps to in¬ 
crease the level of priority 
sector advances. The detailed 
review is made here below: 


As at the end of Jane Hftfr 
the outstanding advances 
under priority sectors were 
Rs 531 crores in 15 nationalis¬ 
ed banks. These advances in¬ 
creased by Rs 6298 crores to 
reach Rs 6,849 crores, as at 
the end of December 1980. 
This would mean that these 
advances have increased by 
1,186 percent over 1969 level 
(Table 11). 

Table 111 gives incremental 
credit and incremental prio¬ 
rity sector advances as at 
the end of every year while 
Table IV indicates percentage 
of priority sector advances to 
Total advances in each bank. 
Table V shows percentage share 


sectors in each bank. Priority 
sector advances should cons¬ 
titute 40 per cent of advances 
by 1985. In achieving the 
target of 40 per cent of total 
lending to priority sector by 
1985 banks should aim at 
ensuring that a minimum of 
40 per cent of the additional 
credit flow is to priority sec¬ 
tor. 

Subject to this minimum, 
the banks whose ratio is pre¬ 
sently below 40 per cent have 
to work out the additional 
amounts to be disbursed in 
the priority sectors every year 
so as to progressively reach 
the target of 40 per cent by 


priority sector advances should 
be earmarked for agricul¬ 
ture and allied activities. 
This would mean that ad¬ 
vances to agriculture would be 
atleast 16 per cent of the total 
advances by 1985. Direct ad¬ 
vances to weaker sections in 
agriculture and allied activi¬ 
ties should reach a level of 
at least 50 percent of the total 
direct lending to agriculture 
(including allied activities) 
by 1983. Advances to weaker 
sections in small-scale indus¬ 
tries should constitute the 
12.5 per cent of total advances 
to small-scale industries by 
1985. In the light of the above 


Table III 

Incremental Credit and Incremental Priority Sector as on Last Friday of December Every Year 


Jl. Name of the Bank Incremental Credit Incremental Priority Percentage of Incremental 

^0. (Rupees Crores) Sector Credit Priority Sector to Incremental 

(Rupees Crores) Total Credit 


T 



1969 

to 

1980 

1978 

1979 

1980 

1969 

to 

1980 

1978 

1979 

1980 

1969 

to 

1980 

1978 

1979 

1980 

1. Bank of India 

1054 

119 

141 

140 

469 

53 

81 

122 

45 

45 

57 

87 

2, Bank of Baroda 

1075 

145 

129 

131 

474 

104 

56 

87 

44 

72 

43 

66 

3. Central Bank of India 1124 

112 

121 

162 

482 

49 

108 

115 

43 

44 

89 


4. Punjab National Bank 1J70 

154 

145 

208 

529 

71 

94 

163 

45 

46 

65 

78 

5. Canara Bank 

6. United Commercial 

95 J 

157 

135 

96 

371 

39 

64 

70 

39 

25 

47 

73 

Bank 

757 

103 

85 

130 

244 

27 

54 

73 

32 

' 26 

64 

56 

7. Syndicate Bank 

824 

112 

90 

163 

319 

41 

32 

61 

39 

37 

36 

37 

8. Union Bank of India 

677 

88 

84 

62 

267 

36 

29 

40 

39 

41 

35 

65 

9. United Bank of India 

608 

57 

126 

19 

J96 

40 

35 

18 

32 

70 

28 

95 

fii Indian Overseas Bank 

604 

97 

114 

94 

215 

37 

26 

61 

36 

38 

23 

65 

1. Indian Bank 

518 

46 

90 

62 

170 

24 

29 

31 

33 

52 

32 

50 

2. Dena Bank 

386 

37 

52 

47 

148 

22 

26 

22 

38 

59 

50 

47 

3. Bank of Maharashtra 

403 

22 

81 

54 

164 

18 

28 

28 

41 

82 

35 

52 

4. Allahabad Bank 

376 

65 

54 

58 

144 

35 

20 

39 

38 

54 

37 

67 

Total 10447 

1314 

1447 

1416 

4191 

596 

682 

918 

40 

45 

47 

65 

& State Bank 

5417 

947 

763 

1073 

2064 

379 

436 

382 

38 

40 

57 

36 

r——— • — 

irand Total 15944 

2261 

2210 

2489 

6255 

975 

1118 

1300 

39 

43 

51 

52 
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level of priority sector ad- 
*vances\ 

^ The focus of branch licenc¬ 
ing policy continued to be on 
expansion of banking faci¬ 
lities in areas with popula¬ 
tion per branch higher than the 
national average of 20,000 
as at the end of June 1978 
and reduction of inter-State 
and inter-district disparities in 
this regard. The process of 
allotment of rural and semi- 
urban centres identified by 
various State Governments 
for locating the additional 
m branches to be opened con- 
ftinued during the year. Since 
January 1, 1979 till June 30, 
1981 authorisation for open¬ 
ing 8,990 offices in rural and 
semi-urban areas were issued 
to banks. But relatively under¬ 
banked States like Orissa, 
Assam, Uttar Pradesh, Bihar, 
Madhya Pradesh, Rajasthan 


to receive special attention. 
During the period July 1980 
to June 1981 the total number 
of branches of commercial 
banks rose from 32,419 to 
35,706 during 1980-81 banks 
opened 3291 branches as 
against 2,224 branches in the 
previous year, i.e., from 
July 1979 to June 1980. 

The Sixth Five Year 
Plan has been prepared after 
reviewing the achievements 
and failures of the past five 
year Plans and the economic 
development achieved so far 
and the future perspective. 

The eradication of poverty 
is the core objective of the 
Sixth Plan. The objectives 
have been formulated based 
on and guided by various con¬ 
siderations. The objectives are 
the following. 

(a) A significant increase in 
the rate of growth of the eco¬ 
nomy. The promotion of effi- 


Percentage of Priority Sector Advances to Aggregate Credit 


SI. 

No. 


Name of the Bank 


As on last Friday of December 
every year 




1969 

J977 

1978 

1979 

1980 

I. 

Bank of India 

11 

26 

28 

32 

'38. »■' 

2. 

Bank of Baroda 

15 

29 

35 

36 

39 

3. 

Central Bank of India 

16 

25 

27 

33 

37 * 

4. 

Punjab National Bank 

9 

25 

28 

33 

■ 39- % 

5. 

Canara Bank 

23 

33 

31 

34 

yr% 

6. 

United Commercial Bank 

13 

26 

26 

30 

34 

7. 

Syndicate Bank 

38 

40 

39 

39 

39 ? 

8. 

Union Bank of India 

14 

33 

34 

34 

37 p 

9. 

United Bank of India 

8 

22 

27 

27 


10. 

Indian Overseas Bank 

34 

34 

35 

32 

35'# 

11. 

Indian Bank 

25 

27 

29 

30 

32'-f 

12. 

Dena Bank 

27 

30 

33 

35 

3&.A 

13. 

Bank of Maharashtra 

36 

36 

39 

39 

40: k 

14. 

Allahabad Bank 

10 

20 

27 

28 

33'?' 


Total 

17 

29 

31 

33 

36$f 

15. 

State Bank 

26 

31 

33 

37 

.- 


Grand Total 


19 


29 32 
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AC Pressure Pipes for water supply and distribution 
Cable Ducts 
Asbestos Millboard 

HYDERABAD A8BE8TO8 

CEMENT PRODUCTS UMITE0 

Sanatnagar Hyderabad 500 018 

Faclorlts at; Hyderabad. AP end BalUbfigarh, Haryana 


India’s largest teller and exporters of Asbostos Cement Products 
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in the use of resources 
’■ fcnd improved productivity, 

(b) Strengthening the im¬ 
pulses of modernisation for 
the achievement of economic 
and technological self-reliance. 

(c) The progressive reduc¬ 
tion in the incidence of poverty 
and unemployment. 

(d) Speedy development of 
indigenous sources of energy 
with proper emphasis on con¬ 
servation and efficiency in en¬ 
ergy use. 

(e) Improving the quality 
. pf life of the people in gene¬ 
ral with special reference 
to the economically and 

, socially handicapped through 
a minimum needs programme. 
The coverage is so designed 
; as to ensure that all parts of 
the country attain within a 
prescribed period nationally 
expected standards. 

(f) Strengthening the rc- 


distributive bias of public poli¬ 
cies and services in favour of 
the poor contributing to a 
reduction in inequalities of 
income and wealth. 

(g) A progressive reduction 
in regional inequalities in 
the pace of development and 
in the diffusion of technologi¬ 
cal benefits. 

(h) Promoting policies for 
controlling the growth of 
population through voluntary 
adoption of the small family 
norm. 

(i) Bringing about harmony 
between the short and long¬ 
term goals of development by 
promoting the protection and 
improvement of ecological and 
environmental assets. 

fj) Promoting the active in¬ 
volvement of all sections of 
people in the process of deve¬ 
lopment through appropriate 
communication and education. 


quired for the implementa¬ 
tion of the plan are to be de¬ 
rived from domestic and fore¬ 
ign sources. The aggregate re¬ 
sources for the Sixth Five 
Year Plan are placed at 
Rs 172,210 crores consist¬ 
ing of an investment outlay 
of Rs 158,710 crores and 
current development outlay 
in the public sector of Rs 
13,500 crores. Out of the 
total domestic savings of Rs 
149,647 crores public sav¬ 
ing comprising of Government, 
public sector, financial and 
non-financial enterprise have 
been estimated at Rs 34,200 
crores. The balance of Rs 
15,447 crores is accounted 
for by private saving com¬ 
prising corporate, coopera¬ 
tive and household savings. 

The public savings account 
for 22.9 per cent of the total 


the Plan period while the ba¬ 
lance of 77.1 per cent repre¬ 
sents savings generated in the* ’ 
private sector. The Plan is 
primarily a set of consistent 
and feasible investment pro¬ 
grammes designed to achieve 
the targets of output and gene¬ 
ration of surpluses for the 
development of various sec¬ 
tors of the economy. 

However, the success of the 
Plan depends mainly on 1 
appropriate policy framework 
and adoption of suitable stra¬ 
tegies. The published Plan 
document provides an in-, ^ 
sight into the expectations of m 
planners from the banks. The 
main aim in the Sixth Five 
Year Plan is the removal 
of poverty and accelerated 
rural development. A progres- . 
sive reduction in the inci- 
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Save for a better tomorrow 
through 

our unique Savings Schemes 
and 

ensure maximum interest for your savings 




Contact any of our branches around you 

BANK OF COCHIN LIMITED 

Regd: Office: Ernakulam 

Pioneers in Foreign Exchange Business 

Masters in Banking Business for Over Five Decades 
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objective. Another objective 
^ is that of “improving the 
* quality of life of the people 
in general with special refe¬ 
rence to the economically and 
socially handicapped popu¬ 
lation, through a minimum 
needs programme whose 
coverage is so designed as to 
ensure that all parts of the 
country attain within a pres¬ 
cribed period, nationally ac¬ 
cepted standards*'. 

Recognising the strategic im¬ 
portance of credit as a key 
input in the programmes 
of production and self- 
employment, the Sixth Plan 
recommends more effective 
credit planning, earmarking 
of credit for weaker sections. 
“The aim of the Sixth Plan” 


rural credit expansion to 
serve the productive needs of 
all, with priority being given to 
the credit needs of the various 
economic groups among the 
'f>oor*\ The operational de¬ 
tails of the rural credit ex¬ 
pansion are not spelt out in 
the Plan document. It is, how- 
ever ? evident that the banks 
could be required to enhance 
considerably their involve¬ 
ment in rural development 
during the Plan period and also 
in the subsequent years. 

Some policy parameters for 
the expansion of bank credit 
have been indicated in the 
report of Dr Krishnaswamy 
Committee, which went into 
the question of bank lending 
to priority sectors. It has 
been stipulated that by 1985 


their agricultuial advances to 
16 per cent of the total credit. 
To ensure that the lending to 
agriculture contributes to the 
development of the lower 
strata of the rural society, 
it was also stipulated that 50 
per cent of the direct agricul¬ 
tural lending must be made 
available to the small marginal 
farmers. 

Another indication available 
regarding the future pattern 
of expansion of the banks is 
the continued emphasis laid 
on rural branch expansion. 

Another very important 
policy measure which seeks 
greater involvement of banks in 
rural development is the im¬ 
plementation of the integrated 
rural development pro- 


WW' flKIHV 
Plan envisages that under th| 
IRDP 3,000 families peip 
block in 5,000blocks would h£ 
assisted to rise above thepo*; 
verty line during the Plan 
riod. Out of the 3,000 familie| 
2,000 families would be agri* 
cultural families and 500 would 
be those engaged in village 
and cottage industries and th$ 
remaining 500 would be tllGfey 
engaged in tertiary sector 
IRDP indeed is a well conceit 
ed programme whose total 
lay would be about Rs !OiO0| 
crores during the Pl^gl 
period. The banks are expeie^| 
to provide credit to the tu&| 
of Rs 6,000 crores. This 
really very challenging whf^ 
the mettle of banks will |>$ 
out to test. ^ 

Improving the quality $ 


SI. Name of the Bank 
No. 


Table V 


Percentage Share of Components of Priority Sectors 


Agri. SSI Others Agri. SSI Others Agri. SSI Others Agri. SSI Others Agri. SSI < 


1. Bank of India 

2. Bank of Baroda 

3. Central Bank of India 

4. Punjab National Bank 

5. Canara Bank 

6. United Commercial Bank 

7. Syndicate Bank 

8. Union Bank of India 

9. United Bank of India 

10. Indian Overseas Bank 

11. Indian Bank 

12. Dena Bank 

13. Bank of Maharashtra 

14. Allahabad Bank 
Total 

15. State Bank 


Grand Total 37 52 II 41 41 18 42 40 18 42 40 18 44 38 

Note: —As per policy guidelines the banks have to lend a minimum of 40per cent of total priority sector advances to agriculture 
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The 2nd Himalayan Rally. Or die 6 o’clock traffic. 
The Premier Padmini is top of the class! 




The 2nd Himalayan Rally has proved two things. 

One: India has the potential of offering the rally world 
one of the toughest challenges it has e.ver seen. 

Two: Indian drivers and cars are good enough to face this challenge. 

The Premier Padmini in particular. Let the figures speak for themselves^ 
A total of 5Q cars zoomed off from the starting point, Bombay. 

Only 13 made it to the finish. 

And 7 oat ol them were Premiers. 

Just shows The “Economy Drive" is a lot tougher than you think? 

Si»l«>PAL-iSt/SlA\ 1 


fremlei?. 


THE PREMIER AUTOMOBILES LTD. 

L.B. Shasiri Marg, Kurla, Bombay 400 070. 
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economically and serially 
Jhndicapped people is a very 
ijNroortant part of the strategy 
for reducing the incidence of 
poverty. Housing is one of the 
basic needs of the rural popu¬ 
lation. However, merely pro¬ 
viding finance for housing is 
not adequate. Therefore, such 
programmes have to be formu¬ 
lated which can provide sub¬ 
sidiary income to the bene¬ 
ficiaries besides providing 
houses. There are a large 
number of subsidiary occu¬ 
pations which can be tagged on 
to the housing programme. 
$|)ne without the other is in¬ 
complete and may not yield 
the desired results. The fo¬ 
restry scheme is one of the 
schemes, which can be linked 
with the housing programmes 
for the landless labourers who 
are allotted Government waste¬ 
lands. This scheme is of consi¬ 
derable significance consi¬ 
dering its favourable impact on 
ecology and also on the eco¬ 
nomic life of the beneficiaries. 
A beginning has been made in 
some States through the active 
participation of a few banks. 

Perennial Problems 

The rural poverty has very 
wide ramifications on the Jiving 
conditions and the outlook of 
life of the rural population, 
Mal-nutrition and hunger are 
in perennial problems. In spite 
of the considerable increase 
production of foodgrains in 
the country, the nutritional 
level of vast majority of the 
landless labourers has not im¬ 
proved. If any impact has to 
be made on rural poverty, 
it has to be done through an 
improvement in the nutritional 
^standards of these masses. 
This i$ considered very impor¬ 
tant. 

Banks 9 role perhaps is in 
terms of taking up those pro- 


employment to the rural 
labour. Generation of addi¬ 
tional employment opportu¬ 
nities in the rural sector is 
somewhat difficult to achieve 
in a short period. Having re¬ 
gard to the magnitude of the 
growth in rural labour force, 
it is also necessary to find em¬ 
ployment opportunities for at 
least a major portion of them 
in the non-agricultura sector. 

Role of Banks 

Banks can play their role in 
this process of employment 
by adopting suitable schemes 
for financing. For the develop¬ 
ment of skills among the rural 
youth for self-employment, the 
Government of India has in¬ 
troduced the programme of 
training rural youth for self- 
employment (TRYSEM). Pro¬ 
motion of enterprise is a pre¬ 
condition for promoting self- 
employment. Voluntary agen¬ 
cies can also render their 
help in this regard. For 
example, Manipal Jaycees have 
adopted a Junior Achievement 
Programme where students 
are given training in the 
matter of running a company 
or business firm. This also 
helps them to earn something 
while learning apart from get¬ 
ting entrepreneurial training. 
After education they can easily 
take up self-employment. By 
co-ordinating theirle nding 
programmes, banks can contri¬ 
bute substantially in this area, 
if they implement their own 
programmes properly. 

All efforts at economic de¬ 
velopment would not raise the 
level of living of the masses 
unless there is an effective step 
to stabilise our population. 
The speedy growth in popula¬ 
tion is indeed causing concern 
Though the banking industry 
directly has very little to do 
with the population control 


as ati &geficy concerned with 
the rural development, it also 
has to play its role. In some of 
the far eastern countries, the 
rural branches of commercial 
banks are being used as a 
media through which the mes¬ 
sage of family planning is 
propagated in the villages. 
Jn India also, banks can 
consider educating the people 
in villages. Without using 
any compulsion, an element 
of incentives could be pro¬ 
vided in lending programmes 
of the Banks by offering 
an interest concession (say, 
half a per cent) to the rural 
borrower who has a smaller 
family size. Adaptation of 
any type of programme which 
would contribute to betterment 
of rural life may have to be 
considered sympathetically. 

Banks have acquired certain 
expertise in preparing the 
district credit plans. These 


plans have been able to give 
a direction to the flow of credit 
at the district level into sec¬ 
tors which were facing credit 
gaps. Though still this whole 
programme of formulation and 
implementation of the credit 
plans has not been perfected, 
it has been providing a sense 
of direction to the lending 
operations at the district level. 
An improvement in this pro¬ 
gramme and its more effective 
implementation could be a 
means of accelerating district 
economic development. It is 
also possible to infer that the 
benefits of the larger credit: 
flows are getting concentrated 
at the district or taluk levels. 
This tendency needs to be cot- 
rected and can be rectified, 
through a more rigorous exer¬ 
cise in block level credit plan¬ 
ning and its implementation. 

The IRD Plan which is now 
being formulated has to be 


The widest option to choose just the 
imported machinery you need 

WITH A FOREIGN EXCHANGE LOAN 
FROM GSFC 

Are you planning to modernise your Plant, diversify or 
expand your product range? Do you wish to start a new 
industry? If you need imported equipment and machi¬ 
nery, come to GSFC for a foreign-exchange loan. What¬ 
ever be your total investment, if your share capital and 
free reserves are below Rs. 1 crore, we can arrange foreign- 
exchange loans upto Rs. 30 lakhs. Further, if your project 
is in one of the Backward Districts, the loans are avail¬ 
able at concessional rate of intercst.Thanks to the sim¬ 
plified procedures, you can obtain an import licence 
easily. 

GSFC has so far aided several units with foreign-exchange 
loans. We also provide rupee loans for the purchase of 
indigenous plant and equipment. 

For further information ; Please contact : 

GUJARAT STATE FINANCIAL 
CORPORATION 

Jaldarshan Building, 1st Floor, 

Ashram Road, P.B. No. 4030 
• AHMEDABAD-380 009 
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[properly integrated into a dis- 
; Ltrict credit plan. Though flie, 
Word “integrated” is a part of 
hfihe IRD plan, there is very 
i little evidence to show that the 
jlRDPs are integrated with the 
1 district credit plans. The for- 
liner has taken a longer time 
; to take off from the planning 
[table, while the annual action 
; plans have been implemented 
| as per the schedule prescribed 
[ by the rural planning and credit 
[ceil of the Reserve Bank of 
^India. The JRDP is an inven¬ 
tion of the Ministry of Rural 
{ Reconstruction and it is yet 
I to figure in the whole gamut 
of credit planning exercise. 
[The unresolved issues bel- 
[ween the two policy making 
[bodieshave impaired its practi¬ 
cability. Its merger with dis- 
'fdrict credit plan would be 
■more fruitful. 

}] A Misnomer 

p Village adoption scheme is a 
[misnomer in the rural deve¬ 
lopment. Banks have done 
jprecious little in the adopted 
(villages. Though attempts 
[have been made to adopt vil¬ 
lages no definite plans are 
Inhere to achieve the economic 
; {development of such villages. 

J“ The village adoption scheme 
[ean be a useful means of trans- 
jmitting the growth impulses to 
fthe adopted village through 
[the support of credit and other 
facilities. There is, therefore, a 
need for improving the effec¬ 
tiveness of this programme. 

To begin with it would be 
enpugh if only one village 
per rural branch is adopted. 
This would ensure the effective 
implementation of the pro¬ 
gramme. 




be lent to the weaker sections, banking with minimum cost. opening rural brandies. The 


The achievement of banks in 
this sphere is not very impres¬ 
sive. Th total number of bor¬ 
rowing accounts under DIR 
handled by the banks is only 
20.85 lakhs. The advances 
made under this scheme are 
Jess than one per cent of the 
total advances. State Govern¬ 
ments have been making their 
demand to raiselhe percentage 
share of DIR advances from 
1 per cent to 4 per cent. In¬ 
creasing this to 2 per cent may 
not pose any problem in terms 
of financial resources, while 
on the organisational side it 
requires stupendous effort on 
the part of the banks. 

Considering the urgent need 
to help this section, banks have 
to devise means of reaching the 
assistance under DIR loans 
to them. One arrangement 
which was considered for this 
purpose was to use the regional 
rural banks as the agents of 
the sponsoring banks for 
lending under DIR. Even here 
the achievements appear to 
be very limited. It may be, 
however, added that it is not 
advisable to impose a target 
oriented approach for the ex¬ 
tending banking existence to 
this section of the society. 
This poses a real challenge to 
the banks. 

Reducing Costs 

Aiiy organisational re¬ 
adjustment to cope with the 
large number of borrowing ac¬ 
counts is likely to result in 
pushing the total cost of 
operations of the rural 
branches. It may need further 
development of banks staff 
in the rural areas for servicing 


Aisd in the case of the small 
farmers and the agricultural 
labourers, how exactly the acti¬ 
vities of the regional rural 
banks, the commercial banks 
and the cooperative banks can 
be co-ordinated is a crucial 
question. It would be perhaps 
not advisable to earmark one 
target group of people to a 
single credit agency. It has to 
be a collective or joint venture 
where all the agencies have to 
put in their efforts. 

For enabling the banks to 
play their assigned role effi¬ 
ciently a number of sup¬ 
portive measures may have to 
be undertaken by the State 
Governments. This would call 
for both enactment of legis¬ 
lations and ' modification of 
some of the existing rules and 
procedures in certain program¬ 
mes. It is in this sphere that 
a more meaningful co-ordina¬ 
tion has to be evolved. 

Potential Centres 

The State Governments 
have been associated with the 
rural branch expansion pro¬ 
gramme of the commercial 
banks at the stage of identi¬ 
fication of the potential centres 
for branch opening. The list 
of un-banked rural centres 
recommended by the State 
Governments forms the basis 
for the allotments of rural 
licences to the commercial 
banks. While clamouring for 
more branches in even some of 
the inaccessible villages, the 
State Governments appear to 
have done very little spade¬ 
work in ensuring that the basic 
infrastructural facilities are 
available in the villages identi- 


State Governments can consi- f 
der the feasibility of constru¬ 
cting small buildings and com¬ 
plexes in the selected villages. 
Thepanchayats can build such 
buildings, if necessary, with 
bank finance which would go a 
long way in helping jme remote 
villages to have the basic 
amenities. 

Crucial Problem 

Quite a number of viable 
banking schemes sponsored for 
the benefit of the small farmers 
and village industries have run , 
into difficulties due to the lack 
of marketing arid other in¬ 
frastructure facilities. Such 
cases occur perhaps due to the 
Jack of inter-departmental co¬ 
ordination at the district or 
State level. How this problem 
can be solved is of crucial 
importance for the success 
of specific schemes specially 
in the remote inaccessible 
areas. 

The major task of economic 
policy in the Sixth Plan has to 
be to create necessary condi¬ 
tions for the mobilisation of re¬ 
sources for development in a 
non-inflationary way. Finan¬ 
cial resources by way of inputs 
are necessary for Plan imple¬ 
mentation. The fiscal policies, 
monetary and credit policies, 
income policies have been 
drawn so as to ensure price 
stability and resource growth. 
The commercial banks which 
are having command over a 
large volume of loanable funds 
are in a position to contribute 
greatly to growth with stability. 

Apart from promoting the 
various sectors of the economy 
such as agriculture, industry, 


[ Banks have developed the these accounts. The banking fied by them for locating bank self-employment etc, banks can 
Expertise and the machinery industry in India has already branches. through their credit operations 


itcquircd for handling the credit 
jfor weaker sections. The DJR 
^Scheme stipulates that one per 


become a high cost financial, 
intermediary. Therefore, we 
have to see how banks ensure 


Housing, for example, is one 
of the main problems faced by 
the banks in speedily utilising 


achieve growth with stability. 
This means that by lending 
only for productive purposes 


s EASTERN ECONOMIST 


186 






However^if feiaks 

*are to be really involved in 
[file growth effort then there 
; should be linkage between plans 
of the banks for credit ex¬ 
pansion and economic plans 
of the Government at various 
levels. Banks can only render 
assistance in the form of credit. 
All the infrastructure faci¬ 
lities have to be provided by 
the Government. 

It is, therefore, suggested 
that there should be an overall 
economic plan not only in the 
form of Five Year Plan at the 
national level but also at the 
j^lock and district levels. There 
should be plans at the block 
level, district level and State 
level apart from the national 
plans. In such economic plans 
at the block, district and State 
level, there should be a definite 
role to play for commercial 
banks. In other words the credit 
plans for the block, district, 
State and the national economy 


be reduced. 


the economic plan prepared 
by the Government. If such a 
linkage between economic plan 
and credit plan is established 
then it will definitely be possible 
to involve banks in the growth 
efforts in a greater measure. 


The primary responsibility of 
planning, programming iden¬ 
tification of borrowers, provi¬ 
sion of the infrastructural faci¬ 
lities and ensuring supply of 
inputs and marketing of pro¬ 
duce will have to be that of 
State Government agencies. 
The responsibility of banks is 
primarily limited to providing 
financial support to the bene¬ 
ficiaries for the creation of 
productive assets. But it would 
be incorrect to assume that 
there can be such water tight 
compartmentalisation of res¬ 
ponsibilities in a programme of 
development. 


It is essential for bankers 
also to consider themselves as 


a# integral paf t of the whole 
programme and involve them¬ 
selves whole-heartedly in all 
aspects of programme imple¬ 
mentation whether it is in the 
identification of borrowers or 
organisation of a system for 
supply of inputs or marketing 
of produce. This will call for 
a much greater degree of plan¬ 
ning on the part Of banks. 
While considerable progress 
has been made in improving 
the quality of district credit 
planning under the lead bank 
scheme much more will need 
to be done to take the process 
to the block level and subse¬ 
quently for each participating 
institution to have a plan of 
credit deployment. 

Ultimately any programme 
of development and eradication 
of poverty should be a collec¬ 
tive venture of all the parti¬ 
cipating agencies. It should be 
the joint responsibility of the 
Government and various agen¬ 
cies engaged in the task of ac¬ 


hieving economc'dcvelopment. 

All the supporting schemes such 
as SFDA, MFDAL, DICs, etc 
should also be covered in the 
overall framework of economic 
plan. The credit plan of a bank 
at each level from block level 
to national level should be the 
part and parcel of the perform 
mance budget of the bank, 
so that performance of the 
bank under each parameter get* 
a linkage with one another. 
Only if such an approach i$ 
there it will be possible to reap 
the full benefits of the policy 
being pursued by the Govern¬ 
ment. The Government has 
to ensure meaningful co-ordi¬ 
nation between various agen¬ 
cies engaged in the task of 
achieving economic develop- 1 
ment. There should be unity of 
purpose for all the agencies^- 
Such an approach will define 
tely help us in realising 
true objectives of the polictal 
of the Government. 




With Best Compliments 


from 


VISVESVARAYA IRON AND STEEL LIMITED 


BHADRAVATI 
(KARNATAKA STATE) 


We bring out the best steel 

700 gradoa of alloy and apocial stasis 


* High speed steel 

* Tool steels 

* Spring steels 

* Ferro-molybdenum 


* Die steels 

* Roller bearing steels 

* Construction steels 

* Ferro-titanium 


* Stainless steels 

* Free cutting steels 

* Ferro-silicon 

* Ferro-boron 
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A survey on 



industrial 

activity 


Greaves* engineering, ~ 
manufacturing and marketing 
activities backed by expert 
advisory and after sales 
services, contribute in large 
measure to the growth of 
most vital sectors of Indian 
industry today. 

Aviation. Electronics 
and Defence 

As concessionaires in India 

for internationally 

famous manufacturers. 

Greaves have brought 
sophisticated 
technology to 
, India for the 

^ a e n row , oln8S f ,orev9r '' 8 P '" ,M,ion,rorn 

end air-craft 
systems, 
helping India to 
become 
self-reliant. 




agriculture and 
construction to 
industry and 
marine. A 
number of nevi£ 
avenues for 
original 
equipment 
manufacturers 
have opened 
up with the 


Shipbuilding 

, Greaves' Marine 
Division is one 
^ of the major 
sources for supply 
of a wide range of 
| marine engineering 

equipment 4 , 

and also for ■ Milling 
technical . 
advisory 
services. 


Diesel Engines ■ 

In 1889 Greaves introduce! the 
world famous Ruston Proctor 
Engine to India and, since then. 

Alfred Allan/2037 






manufacture of two of the world's 
most advanced diesel engines 
—Lombardini & MWM. 


Greavesful I-fledged mining 
division offers 

the widest range 
of machinery 
for every stage 
of mining, ,1 
including 
turnkey project " 
implementation. 


Petrochemicals & 
Fertilizers 
Petrochemicals 
& Fertilizers 
are other vital I 
areas where 
Greaves' ( 
products 
are known 
for proven 
performance. 

David Brown 
Radicon worm reduction & Helical 
industrial gearboxes, fluidrive 
couplings, variable speed units, 
boilers and thermal equipment, 
are widely used. 

Oil Exploration 
Greaves offer a range of 
indigenously manufactured 
oilfield diamond bits and 
rolling cutter rock bits for oil 
exploration. Besides, Greaves also 
market rigs and associated 
equipment and services. / 


Greaves'marketing activities have 
not stopped here. Ali the more, 
Greaves has extended its operations! 
with the help of its extensive 
network of branches, to the 
fields of agriculture, construction, 
projects, exports, fishing, 
metals, textile, power and _ * 
material handling. 


QWEAVE8 

GREAVES COTTON A COlUTX 

‘ '“X *1. Dr. V.B. Gandhi Marg. 

\ Bombay 400023. f N 
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T. C. A. Srinivasa-Raghftvan 


It is extraordinary that in 
a year when industrial pro¬ 
duction in the country is look¬ 
ing so lively, there should also 
be talk of a recession, a reces¬ 
sion in the economy is quite 
distinct from a recession in an 
industry. Examples of tex¬ 
tiles, paper, cables etc. should 
not therefore be generalised. 
At worst what is happening 
now is a temporary supply- 
demand imbalance which will 
^moxe itself after six months 
or so. 

Table I below gives the 
sectoral growth of production 
for April-September 1981. 
The overall picture is one of 
growth. Some industries are 
indeed having problems such 
as textiles and paper. In the 
former there appears to 
have been an actual fall in 
demand, witness the rise in 
inventory from one month's 
stock to two months stock. 

Table I 

Sectoral Growth of Produc¬ 
tion in Per Cent 

(April-Seplembcr) 


Textiles 

+ 2.7 

Beverages 

+ 47 

Footwear 

+ 33.9 

Paper 

+ H.7 

Leather 

-8.20 

Rubber goods 

+ 1.2 

Chemicals 

+ 14.1 

Petroleum and coal 

+ 16.2 

Basic metals 

+ 14.0 

Non-electrical 


machinery 

+ 8.3 

Electrical machinery + 2.5 

Transport equipment +15.8 

Miscellaneous 

+ 9.7 

Overall 

+ 10.3 
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In the* case of paper, how¬ 
ever, the problem is not one 
of a fall in demand (which is 
actually rising) but of excess 
imports. This has resulted in 
the disappearance of the pre¬ 
mium. Another industry which 
is faced with low demand 
is the cable, industry. Allo¬ 
cations for the power indus¬ 
try arc very substantial, but 
State electricity t boards 
are not collecting receivables, 
and their lack of internal re¬ 
sources has resulted in un¬ 
scheduled cutbacks in the 
purchase of cables. 

Good Cheer 

1981 has, in fact, been full 
of good cheer and hope. The 
most important feature has 
been the sustained improve¬ 
ment in the key industries and 
services, power, steel, cement, 
coal and railways. This 
has been accompanied by 
increases in the output of 
crude oil, fertiliser, alumi¬ 
nium, pig iron, sugar and 
vanaspati. Of the 29 major 
industries that account for a 
total weight of 46.5 per cent 
in India’s total industrial 
output, only two- copper and 
lead showed a decline in 
production. By any reckon¬ 
ing, therefore, the going so 
far has been good. 1981 is 
likely to end with an overall 
growth of 10 per cent. 

The overall rate of growth 
of industrial production 
during April-October 1981 
has been just a whisker be¬ 
low 10 per cent over the cor¬ 
responding period last year. 
Manufacturing has showed 
an increase of 8.7 per cent, 
mining and quarrying of 16.3 
per cent and electricity gene¬ 


ration of J4.3 per cent. The 
index of production data of 
29 selected industries with a 
weight of 47 per cent shows 
an increase of 9.6 per cent 
over Octobci 1980. The DG1D 
industries which carry a 
weight of 40 per cent in the 
general index have shown a 
growth of 12.4 per cent dur¬ 
ing April-September, 1980 
over the same period last 
year. 

Infrastructure 

Much of the spurt in 
industrial activity is due to 
the recovery of the infra¬ 
structure and other key indus¬ 
tries. Six of them (electricity, 
doal, steel, petroleum refinery 
products, crude petroleum 
and cement) account for a 
weight of 23 per cent in the 
general index. These six 
together have shown an over¬ 
all increase of 13.2 per cent in 
November 1981 over Novem¬ 
ber 1980. For the first six 
months of the current fiscal 
year, the index registered a 
rise of 16.4 per cent (against 
a decline of one per cent in 
1980). The output of capi¬ 
tal goods was higher by 5.5 
per cent, that of intermediate 
goods by 4.5 per cent, and of 
non-durablc consumer goods 
by 11 percent in this period. 

However, as Table II 
shows, from July onwards 
there has been a decelerating 
trend. This is because the 
points of comparison have 
changed. Until June 1980 the 
picture was very poor and the 
figures for 1981 looked that 
much rosier. But from July 
1980 onwards things started 
to pick up, so that a compari¬ 


son with those figures show 
smaller growth rates. 

Power : For a few years 
now one of the major bottle¬ 
neck has been in power gene¬ 
ration. 1981 however has 
turned out to be a good year. 
During April-October, 1981 
there was an increase in power 
supply of 12.8 per cent over 
the corresponding period 
last year. The power deficit 
narrowed to 10.5 per cent 
against 13 per cent in April- 
October last year. There have, 
howcvei, been serious slip¬ 
pages in the establishment of 
capacity. In 1980-81 which 
was the first year of the 
Sixth Plan, only 1820 MWs 
were commissioned against 
the target of 2687 MWs. : 

Current Capacity 

In the current year, till the 
end of November, the total 
capacity commissioned added 
upto 678 MWs or less than? 
20 per cent of the target of. 
4087 MWs for 1981-82. Fut\ 
ther, the plant load factor,, 
which is an indicator of ope*-; 
rational efficiency has re-,! 
mained around 42 per cent; 
in the current year so far.; 
This compares unfavourably■ 
with 56 per cent in 1976-77.1 
The targeted capacity utili-j 
sation is 48 per cent for 1981- 
82 and 50 per cent for the 
subsequent years. j 

Coal : Coal production has; 
also shown a rising trend, 
There has been an increase/ 
in the production of coking" 
coal also. The April-NoverKH 
ber figures of coal product 
tion stand at 75 million ton*; 
nes, representing a rise of 
12 million tonnes over the 
production recorded for 
same period a year ago. It i$ 
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doubtful whtfher this target lion tonnes, increasing by 
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; entirely likely that chat pro* 
duction will reach the targe** 

. ted figure of 124 million ton¬ 
nes for 1981-82. In fact, there 
is a possibility that the ac¬ 
tual production may exceed 
the target, thus creating other 
problems for the already be¬ 
devilled coal industry. 

Railways : During April- 
November, 1981 the railways 
moved 141 million tonnes of 
originating traffic compared 
to 121 million tonnes last 
year: The railways will pro¬ 
bably achieve the 1981-82 
target of 215 million tonnes 
against the 196 million ton- 


net 

This will be the first year after 
1976-77 when the railways 
would have registered a 
growth that would take origi¬ 
nating traffic beyond the 200 
million tonne mark. The prob¬ 
lems of the railways are likely 
to remain with us for some 
time to come because of con¬ 
tinued under-investment. It 
has been estimated by the 
Rail Tariff Enquiry Com¬ 
mission that in order to 
achieve the same level of effi¬ 
ciency as in 1977-78 in the 
year 2000 AD Rs 36,000 crores 
will have to be invested in the 
railways at 1977-78 prices. 


will be achieved. 

Cement : Production of 
cement increased sharply 
during April-October 1981. 
Yet, this high growth rate 
is only illusory because of the 
low production in the base 
year following the sharp dec¬ 
line of 9 per cent in 1979-80. 
It may be premature to as¬ 
sume that the high growth 
rate achieved in the initial 
months of 1981-82 will conti¬ 
nue in the remaining months 
of the year. But, even if that 
comes true, cement production 


only about 12 per cent in ; : 
three years, i.e„ over the 19.3 
million tonnes produced in 
1978-79. Compared to the es¬ 
timated current demand of 
about 29 million tonnes the 
present production level does 
not present an encouraging 
picture. 

Steel : The production of 
saleable steel by the inte¬ 
grated stee lplants was higher 
by 14 per cent during 1981 
as compared to the previous 
year. During 1981 the inte¬ 
grated steel plants produced-, 


The Course of Indian Organised IndustrialProductlon ; 1978-1981 


Month 


Index of Industrial Production 
(Base : 1970=100) General Index (Crude) 


Percentage Variations over the 
Corresponding Period of the Previous 
Year 



1978 

1979 

1980 

1981 

1979 

1980 

1981 

January 

149.0 

158.6 

J54.0 

166.5 

6.4 

(-) 2.9 

8.1 

February 

142.3 

152.2 

149.0 

161.2 

7.0 

(-) 2.1 

8.2 

March 

159.3 

168.8 

160.3 

176.2 

6.0 

(-) 5.0 

9.9 

April 

143.0 

146.0 

138.8 

156.5 

2.1 

(-) 4.9 

12.8 

May 

149.0 

146.4 

143.4 

156.0 

(-)l *7 

(-) 2.0 

8.8 

June 

141.7 

141.3 

141.2 

158.9 

(--)0.3 

(-)0.1 

12.5 

July 

146.5 

144.6 

147.9 

162.9(P) 

(->1.3 

2.3 

10.1(P) 

August 

145.2 

147.3 

148.4 

161.8(P) 

1.4 

0.7 

9.0(P) 

September 

145.7 

145.6 

150.3 

163.2(P) 

(-)o.i 

3.2 

8 .6(P) 

October 

142.1 

143.8 

151.2 


1.2 

5.1 


November 

146.8 

145.8 

15^.8 


(—)0.7 

5.5 


December 

162.3 

153.5 

169.5 


(-J5.4 

10.4 




Monthly Averages 





January-March 

150.2 

159.9 

154.4 

168.0 

6.4 

(-) 3.4 

8.8 

April-June 

144.6 

144.6 

141.1 

157.1 

— 

(~) 2.4 

11.3 

July-Scptcmber 

145.8 

145.8 

148.9 

162.6(P) 

— 

2.1 

9.2(P) 

Oct ober- Decc m be r 

150.4 

147.7 

158.2 


<—>1.8 

7.1 


January-June 

147.4 

152.2 

147.8 

162.6 

3.3 

(-) 2.9 

10.0 

July-Decembcr 

148.1 

146.8 

153.5 


(-) 0.9 

4.6 


January-Deccmber 

147.8 

149.5 

150.6 


1.2 

0.8 



(P) — Provisional. 

Source: Central Statistical Organisation, (Industrial Statistical Wing), Department of Statistics, Ministry of Planning, New Delhi. 
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of salable steel. The pro¬ 
duction would have been still 
^higher but for the constraints 
‘Nf coal and power* During 
1981 a number of schemes were 
undertaken. The major sche¬ 
mes under implementation 
are the expansion of Bokaro 
and Bhilai steel plants to four 
million tonnes, CRGO sche¬ 
me at Rourkcla steel plant, 
installation of 3.4 million ton¬ 
nes capacity steel plant at 
Visakhapatnam, additional 
captive power units at 
Durgapur, Bokaro and Rour- 
kela. Modernisation and ex¬ 
pansion of Durgapur, Rour- 
\ kela and Bhilai steel plants, 
I1SCO as well as expan¬ 
sion of Bokaro arc also under 
active consideration. 

Minerals : During the first 
seven months of the current 
financial year, April-Octobcr 
the aluminium production 
recorded an increase of 17.19 
per cent over the correspond¬ 
ing period last year. The pro¬ 
duction during these seven 
months was 1.22 lakh tonnes 
as against the corresponding 
figure of 1.04 lakh tonnes last 
year. 

Zinc Production 

Production of zinc also 
registered an increase of 
25.90 per cent during these 
seven months over the corres¬ 
ponding months last year. A 
production of 35,413 tonnes 
of zinc was achieved this year 
as against last year's corres¬ 
ponding figure of 28,123 ton¬ 
nes. 

The value of total mineral 
production including coal and 
petroleum errde has subs¬ 
tantially risen over the past 
three years. Jt was Rs 1,788 
crores in 1979 and rose to 
Rs 2,069 crores in 1980. The 
value of production during 
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'recorded a sharp increase and 
is valued at Rs 1,833 crores 
during these eight months. 

A significant event was the 
decision to construct a large 
smelter complex in Orissa 
based on the massive deposits 
of bauxite in the State. The 
project is estimated to cost 
nearly Rs 1,600 crores. 

Oil : The total production 
from the on-shore and off-shore 
fields rose from 9.39 million 
tonnes in 1980 to an estimated 
14.56 million tonnes at the 
end of 1981, marking a 55 per 
cent increase during the year. 
The financial year 1981-82 
may close with the total pro¬ 
duction of over J6 million 
tonnes as against 10.5 mil¬ 
lion tonnes production dur¬ 
ing 1980-81. 

Normalcy Returns 

Oil production in the 
north-east region, after suf¬ 
fering near 4 million tonnes 
during 1980 due to the State¬ 
wide agitation in Assam, 
steadily returned to normal. 
During 1981 the production 
from this region was estimated 
to be around 5.5 million 
tonnes. In the Western region, 
the production level of nearly 
3 million tonnes from the 
Gujarat fields was maintained. 
The production increased sig¬ 
nificantly in the off-shore 
Bombay High from about 
4.53 million tonnes to nearly 
7 million tonnes towards the 
end of 1981. On December 17, 
Bombay High had achieved a 
200,000 barrels per day rate 
of production. 

The revised estimates of 
proven oil reserves in the off¬ 
shore area now stand at 2,500 
million tonnes compared to 
2,200 million tonnes estimated 
earlier. This has enabled an 


production in the Plan period 
from 93.4 million tonnes to 
about 105 million tonnes. 

Fertilisers : Fertiliser pro¬ 
duction during the year 1981 
also rose. For the major part 
of 1980, production paiti- 
cularly of nitrogenous ferti¬ 
liser had been seriously a flee¬ 
ted and the year added with 
a total production of 20.3 
lakh tonnes of nitrogen and 
8-15 lakh tonnes of phos¬ 
phates. 

The II-month production 
from January to November, 
1981 was 26.8 lakh tonnes 
marking an increase of 48-5 
per cent. The year is expected 
to end with a production of 
almost 30 lakh tonnes of 
nitrogen. 

In phosphate production, 
11.1 per cent increase was 


ncs production betwe 
January and November 1981*; 
The expectation was that the 
total phosphate production 
in 1981 may exceed 9 lakh, 
tonnes, 

During t he year, four plants;! 
Phulpur (2.88 lakh tonnes of 
nitrogen), Kandla expats^ 
sion) 45 thousand to$nt$ 
of nitrogen and 1.33 |ikb' 
tonnes of phosphates) afitF 
Kanpur expansion (1.0$ 
lakh tonnes of nitrogen) 
started commercial product, 
lion. 

Fertiliser capacity at th^' 
end of 1981 increased to 47.2lli 
lakh tonnes of nitrogen and' 
14.15 lakh tonnes of 
phates as against nitrpgi^ 
capacity of 43.47 lakh 
and phosphates capacity 
12.82 lakh tonnes at the b& 
ginning of the year. 1 


Containerise, 
your cargo with Scindia. 
It's bound to reach 
its destination. 

In shipshape condition! 



__ __., 

Iscinpia/ 

THE SCINDIA STEAM NAVIGATION 
COMPANY LIMITED 

Scindia House, Narottsm Moiarjaa Mary. 
Ballard Estate. Bombay 400 038. 
Phone: 268161. Telex: 011-2206. 
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PETRDL/DIESELEXPENSES 

World’s First 




FUa ECONOMSER-CUM 
POLLUTION ARRESTS) 



I f TESTED BY SMOKE , 

V _ NUISANCES DIRECTORATE. , 

GOVT. OF WEST BENGAL J - 

WHATISFUSEP? 

FUSEP is a device for abating air-pollution created by diesel/petrol engines by burning the toxic air-pollutants 
i.e. carbon monoxide, unburnt gasolene, hydro carbons etc. in the engine as fuel which produces 
20% to 50% additional power producing punch per litre of fuel burnt, thus saving the fuel to some extent, 
keeps the air clean by eleminating these toxic components in the exhaust gas and improving engine 

' compression automatically by decarbonisation as and when engine runs. | 

YOU GAIN BOTH WAY 

Once you install FUSEP in vour vehicle you gain both ways getting atleast 5 km extra run in a single ^ 
'* litre of fuel and side by side the engine of the car gets an additional life of 60000 km run. 


MANUFACTURED BY: 

SRDC (PVT) LIMITED 

(CONSULTING ENGINEERS) 

1/1 A, GOABAGAN STREET, 
ft CALCUTTA-700006. PHONE : 55-8727 
i Write for Free booklet to the above address 




THt uinu 
FI IE L SAVER] 

IN THE 
[WORLCT 


MARKETED BY: 

SANCHAYANI SAVINGS 
£r INVESTMENT 
(INDIA) LIMITED 

82/2A, BIDHAN SARANI. 
CALCUTTA-700004. 

TELEPHONE: 55-5017 
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and Beyond 


India consumes a variety of 
energy forms, for its com¬ 
mercial and non-commercial 
requirements. Oil is the most 
important source of commer¬ 
cial energy. In 1978-79, it 
accounted for 48 per cent of the 
total energy consumption, as 
compared to 23 per cent for 
coal and 29 per cent for 
power. The main consum¬ 
ing sector for coal and 
power is industries while 
i transport accounts for the 
* largest share of oil consump¬ 
tion. It has also so happened 
that the demand growth rate 
for oil has been relatively high 
at 6.8 per cent per annum in 
the period 1960-79. Consider¬ 
ing that India has a very low 
rate of energy consumption 
per capita, and there is a 
sort of correlation between 
GDP and energy consump¬ 
tion, it is easy to see that the 
demand for oil will keep rising 
and has to be satisfactorily 
met. At the same time, there 
has to be optimisation in the 
use of oil. 

Expensive Commodity 

It is well known that oil is 
expensive. Since the country 
has to import a good part of 
the oil required, there is a 
tremendous foreign exchange 
outgo. In 1980-81, the import 
bill on oil and petroleum pro¬ 
ducts was Rs 5167 crores. The 
problem in that year was some¬ 
what accentuated by the inter¬ 
ruption in indigenous oil pro¬ 
duction in Assam. In 1981-82, 
less quanity of oil and ptero- 
leum products will have to be 
imported, perhaps the equi¬ 
valent of 20 million tonnes 
against 23 million tonnes in 
1980-81, but then the price of 
crude oil in the international 


market has shown a slight in¬ 
crease. 

Obviously, indigenous pro¬ 
duction of oil has to go up al 
the fastest rate possible. Oil 
fields under partial develop¬ 
ment have to be fully developed, 
New fields where oil has been 
discovered and which have been 
assessed as commercial must 
be quickly pul on production. 
For the long term, exploration 
for discovering new fields must 
continue at a relentless pace. 

Oil and Natural Gas Com¬ 
mission (ONGC) is the 
premier undertaking which 
has been seized of the 
above tasks. Oil India 
Limited is the other undertak¬ 
ing, which in a limited way, 
supplements the efforts of the 
ONGC. 

Current Position 

Let us look at the picture as 
of today as the year 1982 
begins. The daily rate of 
production being attained is 
360,000 barrels per day or 18 
million tonnes per annum ap¬ 
proximately at the start. The 
year, in all likelihood, would 
end with the rate going up to 
430,000 barrels per day or 21.5 
million tonnes per annum ap¬ 
proximately. About 55 per 
cent of the demand stands to 
be met by indigenous produc¬ 
tion. The guess is that import 
of oil and petroleum products 
could be limited to 16 million 
tonnes. This will be a distinct 
spurt over 1981. 

At this point, let us consider 
what tasks the ONGC has set 
for itself by way of developing 
oil fields. Bombay High in the 
offshore is still the most im¬ 
portant discovery. This field 
went into commercial pro¬ 


duction in May 1976 and 
attained a production rate of 
five million tonnes per annum 
by December 1978. As of 
January 1982 the late would 
be 10 million tonnes per year, 
which it was thought al one 
time would be the peak rate. 

Windfall Reserves 

Fortunately, the field was 
subsequently found to have 
more reserves of oil and the 
persent plans are to take the 
peak rate to a higher level 
achieving it in 1984. In view 
of a very large number of well 
platforms to be installed, with 
each platform accommodating 
only four wells and large 
process platforms having to be 
installed, the full development 
of the field has to extend over 
almost ten years. This com¬ 
pares, however, with similar 
time taken for similar sized 
fields in the North Sea. Ir 
has to be mentioned here that 
even as full development is in 
progress, secondary develop¬ 
ment has to take place. Thus 
ONGC is already in the pro¬ 
cess in introducing water in¬ 
jection in order to maintain 
peak oil production for a 
number of years. Wells have to 
be drilled for injecting water 
into the field and several more 
platforms added. 

Three other fields in the 
offshore where oil in commer¬ 
cial quantities has been dis¬ 
covered are the Ratna, Heera 
and Panna fields, on the west 
coast. Ratna is slated to go 
into production at the end of 
1982, Ratna process platform 
is under fabrication and is due 
to be installed by mid-1982. 
Heera and Panna fields would 
produce in 1983. It is based on 
the development programme 


of the discovered commercial 
fields as above, that a rate of 
21 million tonnes per year 
by fhe end of 1984/early 1985 
from the offshore has been 
targetted. 

In the offshore, some of the 
other oil discoveries are in 
B-57 on the West Coast, 
Godavari and Palk Bay. But 
until assessment wells are dril¬ 
led and commerciality is c$-,. 
lablishcd, no account can be 
taken of the availability of oil 
from these fields. 1982 will; 
thus witness the drilling of; 
assessment wells in these 
fields, in continuation of work; 
done in 1981 and initiation Of. 
measures for early production; 
from one or more of the fields, 
should commerciality be es+ : 
tablished. 

Onshore Prospects 

Turning to the onshore*, 
while Oil India will maintain 
production at slightly less than 
3 million tonnes per year ift. 
its long established oil fields* 
the ONGC will continue with 
the development of its dis¬ 
covered fields in Gujarati 
Assam and Nagaland. However 
due to declining production in 
the Ankleshwar field, no sig» 
nificant increase in production 
in Gujarat is expected. In the 
East, there will be a steady im? 
crease although by offshore 
standards, the increase will be 
small, say going up by half a 
million tonnes in one year 
A production of 8.5 million 
tonnes in J982 from the on¬ 
shore areas of ONGC and Oil 
India is however not to bis 
belittled. In 1984-85, the 
country will achieve the 3C 
million tonne per year rate, 
which has been talked about, 
at which time the demand maj 
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t-t foot exceed 45 million tonnes. 
j\r About 60 per cent of the re- 
i '-j tjfuiremcnt will accordingly J be 
" met by domestic supply. 

[ ; Beyond 1984-85, we enter 
f! into the realm of speculation 
on facts available presently. 

' ; Will there be production from 
j Palk Bay, B-57 and Godavari ? 
"p i On land, Gujarat and Assam, 
J 1 which are proven petroli- 
ferous areas, there is much 
scope left for more of explo¬ 
ratory work. Several pockets 
./between known fields have to 
be investigated. Work has to 
be done in the northern part 
s ; of Cambay basin like Sanchor- 
Barmar, Thurad and Kutch. 
A super deep well at Anklesh- 
i war has to be drilled. In Assam 
, wells have been planned in 
• Upper Assam Valley. Dhansiri 
rValley and Cachar. Outside of 
Gujarat and As*am, the 
Himalayan foot hills, Rajas¬ 
than, West Bengal, Tripura, 
Andhra Pradesh and Tamil 
!Nadu are of high interest.Wells 


arc presently under drilling 
in West Bengal, Tripura and 
Andhra Pradesh and in Rajas¬ 
than and Tamil Nadu drilling 
will be resumed, after a long 
break, i. the next few months. 
The Soviet Union is assisting 
ONGC in the drilling of one 
well in Tripura and the assista¬ 
nce is being extended into West 
Bengal in respect of specified 
exploratory work. 

Returning lo the offshore, 
Government had recently an¬ 
nounced iheirdecision to awaid 
an exploration contract to a US 
company, covering a part of 
Saunishtra basin. There is a 
considerable quantity of ex¬ 
ploration work to be done in 
offshore. A little over 100 ex¬ 
ploratory wells only have so 
far been drilled. Considering 
that there are 400,000 square 
kms of sedimentary area in the 
continental shelf and a similar 
expanse in the continental 
^ lope, the work done till now is 
mdecd small, although a few 


hundred crores of rupl^i hate 
been spent in such work. 
ONGC has proposed a plan 
outlay of Rs 4788 crorcs in the 
Sixth Plan period and has a 
formidable programme of 
work before it. 

In discussing oil, one should 
not lose sight of natural gas. 
Natural gas occurs in asso¬ 
ciation with oil and also by 
itself in gas fields. In Gujarat, 
over 2 million cubic metres of 
gas per day is produced and 
is utilised by the industries. 
In Assam, the demand is 
picking up more or less to 
utilise all of the associate gas 
that will be produced in the 
later part of 1982. In the off¬ 
shore, associate gas from 
Bombay High is utilised by the 
fertilizer and power plants 
at Trombay. Also at Uran, 
LPG is extracted and in 1982 
the production will be twice 
that of 1981. What is note¬ 
worthy is the availability of 
large non-associate gas fields 


iatfce offsb^ lie 

South Bassein gas field which 
can meet the feedstock require- • 
ments of ten large capacity 
fertilizer units. ONGC has 
taken up development of 
the South Bassein gas field 
to supply gas to the fertilizer 
units being set up at Thai 
Vaishet and Hazira. When gas 
from the discovered commer¬ 
cial gas fields is tapped at 
peak levels, it will in equivalent 
terms amount to 8 million 
tonnes of crude oil per year. 

While we may be reasonably 
optimistic about narrowing the 
gap between demand and do¬ 
mestic supply, lei us bear in 
mind that oil is a fossil fuel 
and a wasting asset. Fields 
have a short life of 20 to 30 
years, including the plateau 
and declining periods. In 
the not too distant future 
we have to depend largely on 
renewable energy like hydel, 
nuclear, solar and such other 
sources. 
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Growth of Petroleum Indwtry to India 


Financial Year 

Crude Oil 
(’000 tonnes) 

Petroleum Products 
(000 tonnes) 

Imports (Rs Croies) 

Exports/- 
Re-exports 
(Rs crores) 

Production 

Refineries 

crude 

charged 

Prod uction Consump- 
tion 

Crude Oil 

1 Products 

Total 

1960-61 

448(e) 

6130 

5777 

8285 

39.2 

39.8 

79.0 

4.40(e) 

1965-66 

3473 

10233 

9561 

12437 

39.6 

40.7 

80.3 

4.39 

1970-71 

6822 

18379 

17110 

19135 

106.7 

29.9 

136.6 

4.67 

1971-72 

7299 

20042 

18639 

21299 

147.0 

46.9 

193.9 

3.91 

1972-73 

7321 

19328 

17830 

21978 

146.4 

60.6 

207.0 

8.16 

1973-74 

7189 

20958 

19495 

23574 

416.4 

124.5 

540.9 

8.09 

1974-75 

7684 

21094 

19603 

23302 

917.0 

195.0 

1112.0(R) 

17.46 

1975-76 

8448 

22283 

20829 

23673 

1051.8 

204.3 

I256.1(R) 

13.96 

1976-77 

8898 

22995 

21432 

25396 

1175.9 

248.2 

1424.1(R) 

6.89 

1977-78 

10763 

24898 

23219 

26990 

1246.2 

305.3 

1551.5(R) 

5.69 

1978-79 

11633 

25974 

24193 

29719 

1251.2 

430.0 

1681,2(R) 

4.11 

1979-80 

J1768 

27474 

25794 

31323 

2187.5 

1082.4 

3269.9(R) 

24.02 ’ 

1980-81 

10505 

25837 

24123 

32199(P) 

3348.0 

1906.7 

5254.7(R) 

8.41 


♦Including Refinery Fuel, 
companies. 


'f 

(p) Provisional, (c) Estimated. (R) Revised figures but still subject to finning up by the oil : : 

5 

Source : Tndian Petroleum and Petro-chemicals Statistics, 1980*81; Government of Indian 


Reserves of Crude Oil and Natural Gas in Tndia* j 

(Crude Oil—Million Tonnes Natural Gag—Billon Cubic Metres); 


Year 




Onshore 




Offshore 

Grand 

Total l 

Gujarat 


Assam 

Rajasthan 


Total 

Bombay-High 

Crude 

Oil 

Natural! 
Gas •; 

Crude 

Oil 

Natural 

Gas 

Crude 

Oil 

Natural 

Gas 

Crude 

Oil 

Natural 

Gas 

Crude 

Oil 

Natural 

Gas 

Crude Natural 
Oil Gas 

1966 

62.73 

23.09 

90.27 

40.06 

— 

— 

153.00 

63.15 

— 

— 

153.00 

63.1$ 

1971 

51.08 

18.84 

62.70 

43.45 

— 

*— 

113.78 

62.29 



113.78 

62.2* 

1975 

45.72 

15.72 

84.41 

65.24 

— 

0.43 

130.13 

81.39 

13.77 

6.28 

143.90 

87.67 

1976 

45.79 

16.41 

81.99 

61.41 

— 

0.44 

127.78 

78.26 

147.68 

100.62 

275.46 

184.88 

1977 

45.62 

16.20 

82.28 

63.75 

■ - 

0.44 

127.90 

80.39 

175.28 

148.08 

303.18 

228.47 

1978 

47.49 

15.66 

78.50 

63.62 


0.43 

125.99 

79.71 

221.04 

186.15 

347.03 

265.8(5 

1979 

45.34 

15.80 

82.81 

63.65 

— 

0.43 

128.15 

79.58 

226.29 

264.64 

354.44 

344.22: 

1980 

52.73 

16.39 

82.65 

64.09 

— 

0.47 

135.38 

80.95 

230.95 

270.96 

366.33 

351 . h: 


♦Proved and indicated balance recoverable reserves. 

Note : For ACC and OIL the figures relate to 1st January of each year but in the case of ONGC the data pertains to 1st Octo¬ 
ber upto the year 1973 and there after to 1 st January of each year. 
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tYOU'VE HEARD OF HORSE POWER, NUCLEAR POWER AND FLOWER POWER*. 


'K* 



T he largest integrated coal complex under the Ministry ot Energy * Neyveli Lignite Corporation A power house mining industrial, 
agricultural and domestic progress. Neyveli taps the versatile brown diamond, Lignite, from Asia’s largest open cast mine and puts it to 
energetic uses As Thermal power- from Asia’s first and only lignite fired 1 hern u-jI Power Station As food power • from India’s important Urea 
fertilizer factory As fuel power - from a Briquetting and Cai bomsation plant supplying Leco and Fine Coke. 

Also supplying China Clay, Fire Clay and Ball Clay for Ceramics. Refractories and industries. 


i 



y|| 



The Thermal Power Station. 

Has the unique advantage of generating 
sustained power. Even if the monsoons fail the 
Neyveli Power Station won’t • cutting out 
power cuts completely! 

From here, a stupendous 2810 m u are 
generated every year contributing over 30% of 
Tamil Nadu's electricity consumption. 
Supplying electrical eneigy to 24,000 villages, 

1,92.000 pump sets, 1,200 industries and 
households. 

A Neyveli Lignite 
Corporation Ltd., 

(A Government of India Enterprij 

Neyveli 607 801. 


Manpower needs food power— 

Urea, the most powerful fertilizer 
makes it flower. 

Neyveli Urea has the highest percentage 
content of mtroqen over 46%' And 
oach tonne of nitrogen, properly used, can 
produce as much as 10 additional tonnes of 
foodgram Boosting food production by 7 lakh 
tonnes - it feeds Rs 28 crores to the national 
coffers every year Saving a massive Rs 10 
crores drainage on foreign exchange 


The power behind power 
Neyveli Lignite Corporation. 


Neyveli's Briquetting 

and Carbonisation 

plant supplying Leco and Fine Coke. 

Leco and Fine Coke are the unique 
smokefess, odourless fuel with ml 
phosphorous, high carbon and calorific value, 
packing in economy with convenience. 

Solves burning industrial and domestic needs. 
With a heat value that is 4 times that of 
firewood and 1 % times that of charcoal. Leco 
and Fine Coke give more for less. Versatile, 
they are ideal chemical reductants in Ferro 
Alloys and Carbide industries Replaces 
Furnace oil and Hard Coke in Foundries, 

Tyre retreading, Tea, Textile. Gram Roasting 
and host of oilier industries. 
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Coal Output : Marked Improvement 


R. C. Ummat 


One of the most striking 
developments in the Indian 
economy during the current 
financial year has been the 
marked improvement in in¬ 
frastructure in general and 
on the energy front in parti¬ 
cular. Not only powc.' gene¬ 
ration and production of 
crude oil have picked up well 
hut also the output of coal 
has been behaving encourag¬ 
ingly. Consequently, the revi- 
\ sed target of raising 124 mil¬ 
lion tonnes of coal, which 
means an increase of three 
million tonnes over the origi¬ 
nal projection, is expected to 
be fully attained if not impro¬ 
ved upon marginally. 

Coal production, which had 
stagnated around 101 million 
tonnes in 1975-76 and 1976-77 
and had improved only modes¬ 
tly to 101.95 million tonnes in 
1977-78 and 103.96 million 
tonnes in J 979-80, went up 
spectacularly to 114 million 
tonnes last year—9.7 per cent 
increase over the previous 
year. Another 10 million ton¬ 
nes boost in output this year, 
thus, will not be a mean 
achievement. 

Double Digit Growth 

The growth in production 
during the nine months to 
December has been around JI 
tier cent. This compares with 
the envisaged 8.8 per cent in¬ 
crease over the whole year in 
terms of the revised target and 
just 6.1 per cent in terms of 
the original one. 

According to provisional 
data, over 87 million tonnes 
output bad been recorded dur¬ 
ing the period April to Decem¬ 
ber, as against about 77.4 mil¬ 
lion tonnes during the corres¬ 


ponding period lasty ear. Coal 
India, the premier production 
agency accounting for approxi¬ 
mately 90 per cent of the total 
output, had yielded nearly 
75.26 million tonnes—slightly 
over 11 per cent more than 
the April-Dccember, 1980, 
output of 67.76 million tonnes. 
The raisings by Singarcni Col- 
ileries had been up by about 
13.4 per cent at 8.68 million 
tonnes. The balance produc¬ 
tion came from the captive 
mines ofllSCO and TISCO. 
The output of Singarcni Col¬ 
lieries, of course, would have 
risen even more significantly, 
correspondingly pushing up 
the overall pioduction, had 
their operations not been 
affected by the difficult labour 
situation earlier during the 
year. 

Higher Production 

The improvement in produc¬ 
tion by Coal India has been 
well shaied by all its five sub¬ 
sidiaries. The Eastern Coal¬ 
fields had yielded 10 per cent 
mori, and Bharat Coking Coal 
13 per cent more. The output 
of Central Coalfields had gone 
up by 12 per cent and that of 
Western Coalfields by seven 
per cent. The North-Eastern 
Coalfields too had done margi¬ 
nally better. 

Significantly enough, the 
production of coking coal in¬ 
creased during the April- 
November period by 1.5 mil¬ 
lion tonnes to 15.1 million 
tonnes (December figure is not 
available). It is expected that 
this output during the year as 
a whole will approximate 26.5 
million tonnes, as against 
24.78 million tonnes last year, 
23.50 million tonnes in 1979- 


80, and 22.52 million tonnes 
in 1978-79. The 1978-79 pro¬ 
duction, of cours;, was lower 
by 3.4 per cent than the 23.28 
million tonnes output in 197 
78. 

Coal Despatches 

The despatches of coal to 
consumers too have recorded 
marked improvement this year. 
They went up between April 
and October (the period for 
which detailed data arc avail¬ 
able) by 13 per cent to 65.28 
million tonnes from 57.74 mil¬ 
lion tonnes during the corres¬ 
ponding period last year. The 
increase in despatches had 
been paiticularly satisfactory 
in the case of the power sec¬ 
tor; It was as large as 26.2 
per cent The cement industry 
had received 24.2 per cent 
more coal. The supplies to 
the steel plants, however, had 
shown an improvement of only 
3 5 per cent. 

The increase in despatches 
being of a higher order than 
the growth in production, the 
pithead stocks had come down 
by the end of October to 15.38 
million tonnes from 18.28 mil¬ 
lion tonnes as on April 1. At 
the end of November, they 
were estimated at a slightly 
higher figure--15.74 million 
tonnes. 

The improvement in produc¬ 
tion this year obviously has 
followed casing of power bot¬ 
tlenecks, increased availability 
of explosives, streamlining of 
the movement from the pit- 
heads and somewhat healthier 
industrial relations. Producti¬ 
vity per manshift has gone up; 
for instance, to 1.06 tonnee 
from 0.98 tonnes in the case 
of the Central Coalfields. 


The heartening production 
trends and drawing down of 
pithead stocks themselves 
would have had some impact 
on the losses being incurred 
by the coal industry. But 
since coal prices too have been 
raised with effect from Feb¬ 
ruary 14 on an average by 
Rs 20 per tonne to Rs 128.02 
a tonne from Rs 101.18 in the 
case of Coal India and Rs 
136.85 a tonne from Rs 99.92 
for the Singarcni Collieries-* 
it should be possible for the 
industry to throw up some 
profit this year. 

Enhanced Target 

Encouraged by the increase 
in output during the past 2\ 
months, the next year’s target 
has been put at 133 million 
tonnes. This, however, may 
be insufficient to fully meet 
the requirements as the de¬ 
mand can be expected to grow 
at approximately the same 
pace as this year—over 10 per 
cent. Consequently, the 
pithead stocks will have to be 
drawn down significantly. 

Some cushion, indeed, is 
available in the present pit- 
head stocks. But the current 
stocks cannot be considered 
as burdensome. A target ol 
around 136 million tonne! 
would be more appropriate, 
It should also not be beyond 
reach as a good deal of invest¬ 
ment that has gone into t|H 
coal industry in the receni 
years has yet to yield result# 
Significantly enough, great# 
emphasis has been placed re* 
cently on open-cast mining 
which yields output more ex 
peditiously than deep mining. 

A target of about 136 mil 
lion tonnes production during 
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[ 1982-83 is as well called for to 
l ensure adequate production 
| build-up for meeting the 1984- 
J.S5 estimated requirements of 
j 168 million tonnes coal and 
\ five million tonnes middlings. 

\ The Sixth Plan target of 165 
j million tonnes output envi- 
1 sages drawing down of the 
; pithead stock to cover the gap. 
j The drawals from the stock 
j by the end of the current year 
j may be around three million 
{ tonnes. The scope for fur- 
| ther drawals, consequently, is 

: limited. 

>\ 

Surplus Workforce 

i An important issue to be 

* tackled in raising production 
I in the coming years com- 
> mensurately with the growing 
: requirements is the containing 
1 of the clamour of the sons of 

the soil for employment in the 
;■ new mines. This, indisputably, 
J, has had at least some adverse 
J effect on the coal develop- 
| ment plans and commissioning 
1 of the new mines. Ostensibly, 

J this clamour is not wholly 
j, unjustified. But surely it cun- 
not be denied that the coal 
I industry at present is saddled 

* with at least one-third surplus 
, work-force. Efficient func¬ 
tioning of the industry de- 

; pends to a large extent on the 
redeployment of surplus la¬ 
bour in the new mines. A 
1 judicious mixture will have 
\ to be evolved Tor reducing the 
burden of surplus work-force 
on the existing mines through 
; redeployment elsewhere and 
to provide employment to the 
h locals in the new mines. 1 he 
i issue has to be dealt with pri- 
.marily on the political front. 
’Other delays in the implemen- 
tation of coal development 
’programme too have to be 
fobviated for they cause serious 
overruns in costs. 

* 

The steady deterioration in 
the quality of coal, which is 


causing no small headache to 
consumers, is another crucial 
issue to be tackled effectively. 
Washcry operations are stated 
to have shown some improve¬ 
ment :his year. But the bene¬ 
ficiary of this is only the steel 
sector. The ash content in coal 


in general has been going up. 

Some steps have been ini¬ 
tiated this year to improve the 
quality of coal for the general 
consumer. They include re¬ 
moval of extraneous materials 
such as stone and shale, in¬ 
stallation of coal handling 


plants with facilities to crust 
and screen coal to the sizes 
required by the consumers t 
and more serious adoption of 
the system of joint inspection 
and sampling by the producers 
and the consumers. But still 
a lot remains to be done. 



Bring a rose into 
someone's life 

Give someone a choice 



The ideal gift ? 
Only the receiver can tell. 

Unless it’s a Bank of India Gift 
Cheque. Beautifully decorative, 
like the choicest of greeting cards. 
In denominations of Rs.ll, Rs.25, 
Rs.51 and Rs.101. And payable 
at any of over 1400 BOI branches. 

Next time, give a Bank of India 
Gift Cheque. Leave the choice 
in the proper hands 
— the receiver’s . 



(A Government of India Undertaking) 
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Fertilisers : High Output, Low Consumption 


Satya Nand 


Since Mio-Sixtics there has 
been a rapid growth in ferti¬ 
liser industry in India. The 
seventies saw the industry rise 
to new heights notwithstanding 
the temporary jolt in con¬ 
sumption in 1973-74 because 
of the steep escalation in prices 
arising from the energy crisis. 

The setback was soon over¬ 
come and consumption growth 
resumed its healthy upward 
trend. We expected the last 
fyear of the decade, i.e., 1979-80 
to be the crowning glory of the 
decade. But this was not to be. 
Rather, it turned out to be 
the anti-climax. Consumption, 
which had during the earlier 
part of the decade been in¬ 
creasing at a compound growth 
rate, slumped in that year to 
a mere 2.7 per cent. This was, 
due largely to factors beyond 
our control, i.e., the weather. 
During that year the country 
faced the worst drought of the 
century. 

Weather Factor 

The expectation that given 
reasonable weather, consump¬ 
tion during the following year 
would register a sharp rise and 
make up at least to some extent 
the slippage during the pre¬ 
vious year. But the expectation 
was belied and the position 
during 1980-81 turned out to 
be only marginally better. 

For various compelling rea¬ 
sons Government of India de¬ 
cided to raise consumer prices 
of fertilisers in June 1980 by as 
much as 38 to 40 per cent. This 
adversely affected the farmers’ 
profitability as the increase 
in produce prices could not 
keep pace with the increase 
in the prices of inputs. Dece¬ 
leration in the growth rate of 
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consumption was the conse¬ 
quence. Consumption, which 
was expected to go up by 17 
per cent, actually went up by 
a mere 5 per cent, probably 
the lowest figure ever regis¬ 
tered in India during a year 
of fair weather. 

Production Loss 

Nor did production fair 
much better. During the year 
1979-80 additional capacity of 
628,000 tonnes of N was added, 
i.c., 19 percent. But production 
increased by only 2.3 per 
cent over the previous year. 
Consequently, capacity utili¬ 
sation for N came down to 
63 per cent from 69 per cent 
achieved during the previous 
year. The following year was 
even worse when despite a 
further increase in total capa¬ 
city in the country with the 
completion of some new plants, 
production actually went down 
by 2.7 per cent. This drop in 
production occured for the 
first time in the history of the 
Indian fertiliser industry. 

This drop was even more 
disappointing because of the 
increased capacity. The result 
was that capacity utilisation 
for nitrogenous fertilisers slum¬ 
ped from 69 per cent in 1978- 
79 to as low as 53 per cent 
during 1980-81. The position 
during the earlier months of 
the year was even worse and 
for the period April-June 81 it 
was as low as 44 per cent. 
Whereas the reasons for the 
deceleration in the growth rate 
of consumption, i.e., bad 
weather and prices, were largely 
beyond control, this was not 
the case with production. The 
poor production performance 
was largely due to factors 


which were within our own 
control (though extraneous to 
the plant management). 
Major factors responsible fer 
the drop in production were 
inadequate availability of es¬ 
sential feedstock like gas, 
naphtha, fuel oil for fertiliser 
plants, raw materials without 
which plants could not func¬ 
tion. The primary reason for 
this sad slate of affairs was the 
suspension of all production 
in and supply of crude and 
petroleum products from 
Assam rendering idle a number 
of refineries in the eastern 
and northern belt which sup¬ 
plied naphtha and fuel oil 
to various plants. 

Power Cuts 

Severe power cuts were im¬ 
posed by various State electri¬ 
city authorities on which the 
fertiliser plants depended for 
their supplies. Since very few 
fertiliser plants have their own 
captive power generation 
plants, their operations had to 
be suspended, often for weeks 
at a time. At other times, 
they got supply intermittently. 
Nor was the quality in terms 
of voltage and frequency con¬ 
sistent. 

Many fertiliser plants re¬ 
quire large quantities of coal 
to generate process steam. 
Availability of coal was ir¬ 
regular because of the inade¬ 
quacy of coal with shortage of 
rail transport compounding 
the problem. 

Consequently, at one stage 
as many as 13 large sized ferti¬ 
liser plants each involving 
an investment of Rs 150 to 
Rs 200 crores were idling. 
Commissioning of five new 
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plants was delayed by many 
months and loss of pro¬ 
duction had to be made up 
by imports. The extent of 
damage to the economy, apart 
from the profitability of the 
individual plant, defies descrip¬ 
tion. 

Sharp Deterioration 

Normally, in a high tech¬ 
nology plant like fertiliser some 
loss of production due to 
breakdown in plant and equip¬ 
ment is inherent. But as the. 
industry is gaining experience . 
and maturity, loss in pro¬ 
duction on this account is 
gradually coming down. From 
2.30,000 tonnes in 1978-79, it 
came down to 2,11,000 tonnes; 
in 1979-80, and in 1980-81 
it was 1,72,000 tonnes of N. 

Fertiliser production is not 
labour intensive and the in¬ 
dustry has been generality 
likely not to have had anyi ;: 
major labour problems. Of 
course, minor problems do; 
arise from time to time buf 
these get resolved amicably. 
The year 1980-81 was, however* 
an exception when two large 
plants in the country face4 
severe industrial relations prob¬ 
lems resulting in substantial, 
loss in production. Hopefully* 
this may not be repeated afcd f 
the position so far has beep 
normal. ; 

It will thus be seen that th# 
main constraint which has in# 
hibiled fertiliser production 
was the poor performance of 
the infrastructural sector over 
which the industry or the 
units concerned had no control,. 
The management found it frus¬ 
trating on one hand to manage 
a complex and capital intensive 
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\bu*ll find reasons to celebrate. 


State trading. That 
‘impossible dream’ of 25 
years ago is today’s silver 
jubilee success*And you’ll 
find reasons to celebrate. 



For today, the State 
Trading Corporation has 
placed India on the trade 
map of the world. And in 
the process, emerged as a 
sophisticated international 
trading house, responding 
with skills and speed to the 
needs of competitive world 
markets Backing this 
experience has been a 
I usiin v of consistent 


First as an importer of crucial 
developmental inputs to aid 
India’s drive for self 
sufficiency. Next, as an 
exporter of a variety of 
goods. And more recently, 
in the open, fiercely tough 
world of competitive trading. 

And yet, STC takes 
on new challenges. At 
home, turning the concept 
of 'service through imports' 
into a reality, with a 
country wide network of 
distribution depots that 
stock imported items of 
mass consumption, like 
edible oils. 


Donning new mantles, 
as a direct trader in selected 
goods; as a partner in joint 
ventures in capacity creation 
projects. In short, a partner 
in progress. 

Sfafe Trading 
completes 25 years in India. 
You II find reasons 
to celebrate. 





THE STATE TRADING CORPORATION OF INDIA LTD. 
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fertiliser aiif on' 
the other to constantly worry 
about the infrastructure, an 
Aspect which managements in 
v qther countries have not to 
contend with. 

The month of July 1980 
proved to be the turning point 
and from then on there was a 
gradual sustained improvement 
in the availability of raw ma- 
rials, coal and power to the 
fertiliser industry. The starting 
point was the resumption of 
pumping of crude from Assam 
oil fields and commissioning 
of various refineries fed from 
there. Fertiliser plants started 
^receiving natural gas, naphtha 
and fuel oil. Production and 
movement of coal registered an 
upward trend. Power supply 
also improved. Since then 
production has been gradually 
going up. Consequently, we 
finished the year 1980-8J with 
a capacity utilisation of 61 per 
cent during the second half of 
the year. 


mdtistry to agriculture during 
specific cropping seasons. This 
is affecting fertiliser produc¬ 
tion adversely in the relevant 
plant. Assuming that this is 
only f a temporary phenomenon, 
we expect to finish the year 
1981-82 with an increased 
production of over 40 per cent 
compared to the previous year. 
Of course not all the increase 
will come from better capacity- 
utilisation of existing units. 
Some contribution will come 
from stabilisation in the work¬ 
ing of new units set up during 
the previous year as also some 
new capacity like 1EL expan¬ 
sion, 1FFCO expansion and 
commissioning ofGNFC dur¬ 
ing the current year. Capacity 
utilisation for the year as a 
whole is estimated at 61 per 
cent. Although this is far 
short of the figure achieved 
during 1978-79, it is much 
belter than 53 per cent of last 
year or 44 per cent during the 
first quarter of 1979-80. If we 


sumption under Indian condi¬ 
tions, i.e., weather and selling 
prices to the farmer, have not 
turned out to be too favourable. 
Erratic and insufficient rain¬ 
fall, dry long spells in some 
parts of the country and severe 
floods in others, depressed the 
offtake during Khar if. Another 
hike of 18 per cent in fertiliser 
prices in July 1981 compounded 
the problem. Consequently, 
consumption during Kharif 
was no more than 7 per cent 
over the previous year. Pros¬ 
pects for Rabi seem to be only 
marginally more favourable. 
On the plus side markets arc 
well slocked. Taking all factors 
into account, wc might finish 
the year with consumption 
about 8 per cent higher than 
last year as against 18 per cent 
estimated by Government at 
the beginning of the year. 

By itself, the growth of 8 to 9 
per cent per annum is not small 
when we consider that countries 


like the USA, the USSfe, 
Japan registered a compound 
growth of about 4 to 5 per cent 
per annum during the Seven¬ 
ties. But in view of the slow 
growth during the previous 
two years, this rate of increase 
is insufficient if we are to meet 
our targets of fertiliser con¬ 
sumption (which in turn ha& 
a vital bearing on meeting our 
foodgrain targets) for the 6th 
Plan period. A suitable pricing 
policy for fertilisers vis-a-vis 
agricultural produce, which 
would make fertiliser use pro¬ 
fitable from the farmer’s point 
of view is, therefore, urgently 
warranted if we are to prevent 
any major slowing down in our 
drive for increasing foodgrain 
production. 

The recovery during the 
current year has kindled hope 
in the industry that it can 
continue to contribute its due 
share towards economic deve¬ 
lopment. 


The Year of Recovery 

Fortunately, the improve¬ 
ment has been sustained through¬ 
out the current year at 
least so far. Supply of feed¬ 
stock, raw materials and coal 
is by and large satisfactory. 
There has been no major prob¬ 
lem on the industrial relations 
front during the year. Nor has 
there been any unusual break¬ 
down in plant and equipment in 
any of the large plants. So far 
this year, production of nit¬ 
rogenous fertilisers, which 
suffered the most set-back 
during the previous two years, 
has gone up by over 70 per 
cent compared to the pre¬ 
vious year’s production during 
the corresponding period. 

. The only cause for worry 
is the power situation. In¬ 
adequate rainfall in some parts 
of the country has necessitated 
diverting electric power from 


are able to sustain the current 
improvement in our perfor¬ 
mance there is no reason why 
from now on we should not 
run our plants at least at the 
rate of about 70 per cent and 
surpass 69 per cent the best 
achieved so far. 

It could truly be said that 
1981-82 is the “Year of Re¬ 
covery” as far as the ferti¬ 
liser industry is concerned. 
Experience over the last three 
years has shown that given 
adequate infrastructural 
support there is no reason why 
the fertiliser industry should 
not produce materials re¬ 
quired for the country at a 
satisfactory and sustained level 
of capacity utilisation. 

Whereas on the production 
front the position has been 
largely retrieved and we can 
face the future with confidence, 
the same cannot unfortunately 
be said of consumption. Two 
major factors which affect con¬ 
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Once Ramco goes up it could stay up forever—come sun, 
wind or rain. And once people choose Ramco they stay 
with Ramco forever (ask our customers!). Because Ramco is 
more than just another asbestos cement sheet—it's permanent* 
protection. It requires minimum maintenance.Many people 
insist its quality is the best! And it improves with age! 

Ramco asbestos cement sheets, manufactured on modern lines 
in fully.automatic plants, have greater strength and durability, 
better heat and corrosion resistance. That's why Ramco 
is the most sought after asbestos cement sheet. 


Manufactured by: 



Southern Asbestos Cement Ltd., 


Asbestos cement sheets & 
accessories 


739 Anna Salai, Madras-600 002 

Branches at: Bangalore-Cochin-Vijayawada-Hyderabad-Pune 
Factories at : Arkonam (Tami|nadu),Karur (Karnataka) 
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Textiles : A Year of Decline 

C. V. Radhakrishnan 


The precarioi s plight of the 
textile industry, with special 
reference to cotton mills, is 
quite patent. Almost every 
chairman of the mill com¬ 
panies has been obliged, in 
the past one year or two, to 
sound a note of caution about 
the immediate future con¬ 
fronting the cotton mill in¬ 
dustry. 

Detractors, of course, could 
J)use the very same chai;man’s 
speeches, to point out that it 
is all a crying*wolf stunt. 
While presenting the various 
difficulties confronting the 
management of the industry 
the chairman have tended to 
visualise, with customary but 
cautieus optimism, that the 
conditions might improve in 
the year ahead, provided suit¬ 
able remedies were found 
betimes those road-blocks 
that had hampered the pro¬ 
gress of mills in the previous 
year. This is but natural. 

Feast-famine Syndrome 

Those who are familiar with 
the pattern of the growth and 
development of the textile 
industry must have, by now 
become quite familiar wtih 
the fcast-faraine syndrome in 
mill working. If it is the 
acute shortage of cotton and 
consequent high prices, in one 
year, it is the muddling dis¬ 
tribution of coal by rail, in 
another, that had been a 
major headache for mill 
managers. There hai, in 
fact, been very few occasions 
for the industry to be totally 
free from worries of one kind 
or the other. 

Even since the import of 
inflation into the country, in 
the wake of the oil price hike 


by OPEC countries, there has 
been yet another addition to 
the growing number of in¬ 
tractable problems. The tight 
monetary policy followed by 
the Reserve Bank of India, to 
contain prices, cannot be 
faulted. But, on that ac¬ 
count, the aftermath of such 
a policy on any sector of the 
economy cannot be conveni¬ 
ently ignored either. 

New Problems 

I wish l could write on the 
recovery of the textile in¬ 
dustry in keeping with the 
theme chosen for this year's 
annual number of Eastern 
Economist . As stated earlier, 
when the industry had ma¬ 
naged to somehow circumvent 
a critical cotton situation in 
one year, it is confronted in 
the following year by the 
surfacing of problems from 
unsuspected quarters. 

When, through the prag¬ 
matic adoption of supply- 
management philosophy, a few 
of the infrastructural bottle¬ 
necks had been eliminated to 
some extent, fresh probelms 
would crop up on the raw 
material front. Thus, if power 
was the major constraining 
factor hampering progress in 
1979-80, the spiralling prices 
of cotton had to be tackled 
effectively in 1980-81 to main¬ 
tain the overall pioduction 
levels. This apart, the 
position with regard to coal 
and wagon turn-round was 
also causing anxiety. 

The high cost at which 
cotton had to bo bought for 
the greater part of 1980-81 
saw the industry off to a bad 
start, as it were, in 1981*82. 
Without a realistic assessment 


of the overall cotton supply 
position, the Government al¬ 
lowed free export of different 
varieties of cotton, on periodi¬ 
cal pressures from the farming 
community. 

This led to the creation of 
varietal imbalance, the mills 
finding themselves in a pi- 
quant situation of being con¬ 
fronted with an acute shortage 
of the type of cotton they 
needed most. There was also 
a surplus of long staple cotton 
which the industry did not 
patronise on account of the 
indifferent demand among tex¬ 
tile consumers, thanks to the 
heavy duty structure on such 
cottons. 

Ill-advised Policy 

It should be noted that the 
farmers’ sustained efforts, at 
great cost, to grow longer 
staple cottons, were being 
nullified. Such a development 
totally goes against the long¬ 
term interests of both the 
farmer and the industry. 
India can ill-afford to dis¬ 
courage her cotton farmers 
from growing better quality 
cottons ideally suited for the 
production of fine and super¬ 
fine fabrics. On the same 
reckoning, it should be em¬ 
phasised that exporting such 
cottons for short-term gains 
is also ill-advised. 

The Cotton Advisory Board, 
which periodically makes an 
assessment of the statistical 
position of cotton, has, at its 
meeting in late August, after 
the monsoon had had its fair 
run over the country, cau¬ 
tioned against free export of 
cotton before having a rea¬ 
listic idea of the total quan¬ 
tity available for mill con¬ 


sumption. CAB also under¬ 
scored the need for building 
buffer stocks of any tern* 
poraiy surplus. 

Adverse Impact 

The commencemeut of the 
current season from Septem¬ 
ber J 981 onwards just found 
the mills ili-cquiped to meet 
any further deterioration in 
the crisis condition. The cost- 
push sydrome of the economy 
in general had its adverse 
impact on the working of" 
cotton mills too. A majority 
of the mills were exposed to 
the nerve-racking experience 
of living, from day to day, 
hunting for funds to purchase 
the basic raw material. 

That being the case, a 
serious set-back to their 
modernisation plans was in¬ 
evitable, particularly for the 
marginal units. The tighter 
credit restrictions imposed 
by the Reserve Bankin effect 
became verily suffocating. 

Latterly, it had almost 
become a normal practice for 
quite a number of mills to 
hunt from piller to post for 
fund so that they could buy 
some cotton to meet their 
immediate requirements. It 
has indeed become a hand-to- 
mouth existence for the mar¬ 
ginal units, It is, m this con¬ 
text, that the industry impres¬ 
sed upon the concerned 
authorities that sufficient 
credit should be made avai¬ 
lable to cotton mills, as a 
special case, to maintain * 
machine activity at reasonable 
levels. 

Table l brings out clearly 
the rate of spindle and 
loom activity. 

It has been observed that 
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INDIAN COFFEE j 

Indian Coffee, distinctive and delicious, gets its special aroma from the rich soil climate and culture J 

of India. t 

Nurtured on the shaded slopes ofthe Western Ghats, with its spur extending Eastwards, Indian coffee £ 

is grown under ecological conditions ideal for the growth ofthe finest coffee. J 

Coflec in India covers 1,96,228 hectares and accounts for 95,297 estates. Of this 93,215 arc small hold- ^ 

ings below 10 hectares and 2082 are above 10 hectares. These estates employ 2,54,795 daily workers. £ 

India's production of excellent coffee is about 1.30 lakh tonnes. t 

Careful picking ofthe cofFee fruits, scientific processing, curing done to set standards and quality + 

assessment leads to export of only the best INDIAN COFFEE. J 

Coffee exports during 80-81 realised foreign exchange worth 202 crores of rupees. ^ 

Current efforts are aimed at increased production in traditional areas and bringing non-tradtt'onal J 

areas under coffee, thus ensuring adequate supplies to meet increasing trends in expoits and international I 

consumption of the future. ♦ 


COFFEE BOARD. INDIA 
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ALIND 

the multi-faceted 
company, where 
quality reigns 
supreme. 


ALIND. A reputation built over 34 
years. From the pioneering days 
when ALIND introduced aluminium 
conductors and cables in the country. 

Today, with a string of 'firsts' to its 
credit, ALIND has diversified into 
scores of allied activities - earning 
a great name for reliability in every 
field it ventured into. 

The ALIND range speaks for itself; 

• ALUMINIUM CONDUCTORS AND 
CABLES 

• SPECIAL STEEL WIRES 

• WIRE-PROCESSING MACHINERY 

• MINIMUM OIL & SF6 GAS 
CIRCUIT BREAKERS 

• MINING AND MATERIAL 
HANDLING EQUIPMENT 

• STATIC RELAYS 

Also : CONSULTANCY & ENGG. SERVICE. 



THE ALUMINIUM INDUSTRIES LTD 


Works at 


Regd Office : KuncJara, Kerala 

KL/ndara Mannar. Hirakud. Hyderabad. 
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aftd Ibdmsthe average activity 
during January June 1981 was 
Ahigher by one per cent than 
^hcyearly average activity for 

1980. The comparison of 
average activity for the corres¬ 
ponding periods of 1980 and 

1981, however, reveals that 
the daily average number of 
spindles worked during Jan¬ 
uary June 1981 were higher 
by 4 per cent. Similarly, the 
percentage of active looms to 
installed ioonvigcalso improv¬ 
ed by about 3 per cent during 
January June 1981, as compa¬ 
red to the activily during 

- January-June 1980. The spin- 
and loom working during 
1981 would have been still 
higher but for the developing 
crisis on the raw materia! 
front, whi:h bicame manifest 
right from the beginning of 
the year. 

Higher Production 

Commensurate with the 
increased spindle activity, 
there was a 4 percent increase 
in the p oduction of all types 
of yarn during January June 
1981 over JanuatyJun: 1980. 
The provisional figures of 
yarn production for the 
quarter July-Septeniber 1981, 
however, indicate a decelera¬ 
tion of the production activity 
during the third quarter of 
1981 as compared to the same 
quarter last year. Fven so, 
the tot ll >arn production 
during Janua< y-Septcmber 1981 
was higher by 10 million kgs. 
than that of the same period 
last year. 

As a reaction to the diffi¬ 
cult cotton situation and the 
consequent flare-up in cotton 
prices, particularly of the 
short and medium staple varie¬ 
ties, there was a progressive 
shift in production from cotton 
yarn to blended yarn. The - 
share of cotton yam in the 


Spindle and Loom Activities of Cotton Mills 
SPINDLES ACTIVITY 


Month 


Spindles installed 
at the commencement 
of the month 


Daily average number of 
spindles worked (million) 



(Million) 

I 

Shift 

II 

shift 

III 

shift 

January 1981 

21.08 

16.41 

16.73 

16.89 



(77.84) 

(74.36) 

(80.12) 

February 1981 

21.09 

16.21 

16.39 

16.57 



(76.86) 

(77.71) 

(78.57) 

March 1981 

21.15 

16.36 

16.64 

16.69 



(77.35) 

(7868) 

(78.91) ' 

April 1981 

21 23 

16.25 

16.53 

16.58 , 



(76.54) 

(77.86) 

(78.10) „ 

May 1981 

21.28 

16.55 

16.69 

16.49 : 



(77.77) 

(78.43) 

(77.49) 

June 1981 

21.34 

16.64 

17.04 

16.66 



(77.98) 

(79.85) 

(78.07) 

Average 





January —June 1981 

21.20 

16.40 

16.67 

1665 



(77.36) 

(78.63) 

(78.54 : 

Average 




! 

January—June 1980 

20.74 

15.22 

15.12 

13.45 



(73.38 

(72.90) 

(74.49) 


LOOM ACTIVITY 


Month 


Looms installed 
at the commencement 


Daily average number of 
looms worked (‘000) 



of the month 

1 

II 

III 


(000) 

shift 

shift 

shift ' 

; ff 

January 1981 

207.9 

178 

175 

143 



(85.63) 

(84.18) 

(68.78) • 

February 1981 

207.6 

176 

171 

139 



(84/-8) 

(82.37) 

(66.96) 

March 1981 

207.2 

175 

172 

140 



(84.46) 

(83.01) 

(67.57) 

April 1981 

207.3 

177 

174 

143 



(85.38) 

(83.94) 

(68.98) 

May L981 

208.1 

175 

169 

136 



(84.09) 

(82.21) 

(65.35) 

June 1981 

208.1 

177 

173 

138 



(85.06) 

(83 13) 

(66.31) 

Average 

January—June 1981 

207.7 

176 

172 

140 



(84.74) 

(82.81) 

67.40) 

Average 

January—June 1980 

207.2 

170 

165 

132 

63.70) f 



(82.05) 

(79.63) 
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production of all types of 
yam, which was 82 per cent 
in January-September 1^80, 
has gone down to below 81 
per cent in the first nine 
months of 1981. Correspon¬ 
dingly, the share of blended 
} and non-cotton yarn has 
improved from 18 per cent in 
: January-September 1980 to 
i-jOver 19 per cent in January- 
: September 1981. 

Tabic II on the consump- 

* tion trend of cotton and man¬ 
made .fibres from September 

1980 to June 1981 underlines 
how the mills were perforce 
obliged to go in for more and 
more man-made fibres at grea- 

V ter cost, adding to their 
^financial difficulties. 

: The analysis of production 

f figures of cloth also reveals a 
Similar trend. Cloth produc¬ 
tion during January-September 

1981 has been more or Jess 
| 'maintained at the level obtain¬ 
ed during the corresponding 
t period of last year. In the 
f case of cloth, the shift towards 
l blends is more pronounced 
l than in the case of yarn. The 
l production of blended doth 
f: has moved up from 17 per cent 
; in January-September 1980 to 
; 26 per cent in May 1981. 

1 / 

| National Objective 

| When the national objective 
l is to augment production so as 
{ to fadlitate containment of pri- 
| ces, no sector of the economy 

* should be allowed to suffer any 
; production loss on any account. 
{•It is to the credit of the tex- 
1 tile industry that it has been 
j able lo rise to the occasion des- 
; pite heavy odds. 

!. The financial position of 
[ most mills has indeed reached 
,a very critical phase especially 
f in the light of the pronounced 
^demand recession for the last 
; one year, on the one hand, and 
the escalating cost of produe- 

V 
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tion on die othet. Gomoi acco¬ 
unts for 45 per cent of the cost 
of production of cloth and 65 
per cent of that of yarn. Prices 
of cotton had gone up in the 
past > ?ar from 15 to 77 per 
cent depending upon the varife- 
ty. There has also been a 
price appreciation to the ex¬ 
tent of J2.5 per cent in respect 
of viscose fibre and 15 per cent 
for polyester fibre. 

Again, whereas the average 
increase tn the cost of produc¬ 
tion of yarn went up by 29 per 
cent over the year ending Aug¬ 
ust 1981, the average of yarn 
had gone up only by about 
nine per cent. Similarly, the 
respective figures for cloth are 
25 per cent and nine per cent, 
ft is this that had led to the 
uneconomic working of a large 
number of mills, eventually 
resulting in heavy cash losses. 

Heavy Losses 

In fact, in many cases, the 
heavy cash losses had cut into 
the mills’ reserves. Some of 
the units, which had managed 
to make profits in the last 
year have started showing 
declining results. Thus, there 
is no room for generation of 
internal resources. Indeed, the 
financial position of the majo¬ 
rity of the mills is so precarious 
that if immediate monetary re¬ 
lief through liberalisation of 
credit and appropriate amend¬ 
ment to the Chore Committee 
recommendations are not 
made, they might well be faced 
with the problem of survival. 

It is in the light of the above 
that the industry had made 
the following suggestions for 
favourable consideration of 
the anthorities: 

(i) For those mills which 
have been incurring cash losses 
in the current year, banks 
should provide additional 
accommodation to the extent 


Consumption Trend of Cotton and Man-mode Fibres from , 
September 1980 to Jane 1981 


Month Consumption (In lakh bales) Percentage Share 




Cotton 

Man¬ 

made 

Fibres 

Total 

Cotton 

Man¬ 

made 

Fibres 

Sept. 

1980 

6.85 

0.85 

7.70 

89.0 

11.0 

Oct. 

1980 

6.74 

0.80 

7.54 

89.4 

10.6 

Nov. 

1980 

6.50 

0.76 

7.26 

89.5 

10.5 

Dec. 

1980 

7.03 

0.86 

7.89 

89.1 

10.9 

Jan. 

1981 

6.63 

0.89 

7.52 

88.2 

11.8 

Feb. 

1981 

6.03 

0.87 

6.90 

87.9 

12.1 

March 

1981 

6.28 

1.05 

7.33 

85.7 

14.3 

April 

1981 

6.08 

1.01 

7.09 

85.8 

14.2 

May 

1981 

6.08 

1.05 

7.13 

85.3 

14.7 

June 

1981 

6.04 

1.03 

7.07 

85.4 

14.6 


of 25 per cent of their existing 
limits against their existing 
current assets. This isn eces- 
sary, as stated earlier, in view 
of the increase in the cost of 
production of over 25 per 
cent. 

(ii) In respect of units which 
have somehow managed to 
operate without incurring cash 
losses, additional financial 
accommodation to the extent 
of about 20 per cent should be 
made available. 

(iii) The margin on advances 
against stocks of raw materials, 
finished goods, etc. should be 
reduced by 10 per cent. The 
margin on stocks in process 
should be reduced to 25 per 
cent. 

The fact that the authorities 
did come out with relaxation 
regarding the Chore Commit¬ 
tee recommendations, in the 
wake of the above representa¬ 
tion, is a clear enough pointer 


to the genuine difficulties 
experienced by the mills for 
want of sufficient working 
capital. With different labour 
unions as in Bombay, for ins¬ 
tance, threatening to call an 
indefinite strike in support of 
their charter of demands, 
which, if accepted, would 
again call for much more 
funds, the textile industry is 
verily caught in the vortex of 
cost-push and demand reces¬ 
sion. In the circumstances, 
the immediate future for the 
mills is fraught with a lot of 
uncertainties. 

Unless and until the indus¬ 
try is given sufficient credit 
facilities, ensured enough raw 
materials at reasonable prices 
and a congenial management- 
labour rciationship is estab¬ 
lished, restoration of normalcy 
leading to recovery of the 
fortunes of the industry will 
remain a distant goal. 
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ot me Tunnel 


Hardev Singh 


The year 1981 proved to be 
particularly optimistic for the 
cement industry for two rea¬ 
sons. After a declining trend 
in output for two years, the 
industry recorded a peak level 
of output in 1981, crossing the 
20 million tonne mark for the 
first time. At the same time 
the Government decided to 
seriously handle the issue of 
costs and prices and the Ghosh 
Committee appointed by it has 
i reportedly recommended a 
partial decontrol of cement. 

During the month of De¬ 
cember 1981 the industry 
achieved an output of two mil¬ 
lion tonnes taking the annual 
output for the year to 20.77 
million tonnes. The figure of 
two million tonnes for Decem¬ 
ber 1981 also was a peak for 
any single month. 

Satisfactory Performance 

This is a fairly satisfactory 
performance in relation 
to the previous three or 
four years but it does 
not show an improvement in 
productivity which, for ins¬ 
tance, was highest in 1977 
when the overall production of 
19 million tonnes was achiev¬ 
ed from a capacity of 21.6 
million tonnes. The output 
for 1981 of20.77 million tmnes 
has been achieved from a 
capacity of 27.92 million ton¬ 
nes, thereby showing a level 
of productivity much lower 
than that achieved during 
1977. It is obvious that what 
is yielding fruit is the policy 
of the Union Government to 
instal rapidly more and more 
units as well as to encourage 
expansion among the existing 
units so that the capacity has 
moved sharply upward from 
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21.6* million tonnes in 1977 to 
27.6 million tonnes in 1981. 

The main reason for the 
lower productivity has been the 
shortfall in power availability 
with the cement industry. A 
consistent effort made by 
the Union Government to 
monitor the supply of po¬ 
wer to the cement industry 
has made it possible for it 
to achieve the 20 miHion ton¬ 
nes output. It is obvious that 
any shortfall in power will 
again bring the industry back 
to a lower level of output. 

The Shortfall 

This is revealed by the output 
for the first 15 days of January 
1982 when the Rajasthan 
experienced a 100 per cent 
cut in power for a few days 
and later on the cut was stabi¬ 
lised at 50 per cent. Similar¬ 
ly, Karnataka State is also 
making available much shorter 
quantity of power to the 
cement industry so that an 
output of only 1.6 million 
tonnes is expected during the 
month of January 1982, show¬ 
ing a shortfall of nearly 400,000 
tonnes in one month. This 
high sensitivity of the cement 
industry to the power supply 
has definitely made the Govern¬ 
ment more vigilant about the 
availability of power to the 
cement industry but there arc 
circumstances when even a 
vigilant Government is not 
able to control the situation. 

Table I shows the monthly 
output of cement from Janu¬ 
ary 1979 to December 1981 
and it is obvious that in June 
1981 the output of 15.30 lakh 
tonnes was lower than the 
output of 15.42 lakh tonnes 
achieved jn the some month 


during 1979, but production 
from July 1981 onwards has 
looked-up steadily so that the 
overall supply position has 
fairly improved. Table 11 shows 
the capacity and production 
separately for the units in the 
public sector and the private 
sector. It may be observed 
that during 1980 the Cement 
Corporation of India was able 
to achieve only 44 per cent of 
the installed capacity so that 
output was just 7.92 lakh 
tonnes from an installed capa¬ 
city of 17.80 lakh tonnes. The 
State units also recorded an 
output of 15.44 lakh tonnes 
showing the utilisation of 
capacity to the extent of 62 
pei cent. In the private sec¬ 
tor the utilisation of capacity 
during 1980 was around 72 per 
cent and separately for ACC, 
it was 71 per cent. When the 
separate figures for 1981 are 
computed the results will ob¬ 
viously show a positive over- 


The output during 1980 was 
specifically dismal. Although 
an installed capacity of 2*11 
million tonnes was added dur- 
mg the year taking the total 
installed capacity from 23.54 
million tonnes to 25.64 million^ 
tonnes, th?re was a marginal;; 
fall in output as against the:| 
year 1979. This was primarily:^ 
because of power cuts in 8% 
large number of States in* 
eluding Haryana, Karnataka, 
Andhra Pradesh, Madhya l 
Piadesh, Uttar Pradesh, Tamil ;; 
Nadu, Rajasthan. Maharashtra; { 
Gujarat and Bihar. In addi*| 
tion to the power cut, the sup**| 
ply of coal was quite errati^l 
and even the availability ofjE 
wagons was uncertain. A|:| 
some places labour trouMj 
marred the smooth running 
the units which were fortunate?;! 
to have enough power and ? 
coal, ' il 

In 1980-81 fresh capacity! 
was added by the setting-up oft) 


all improvement. 

three units- 

-one at 

NeemuclL| 


Table I 


■ 4 

Monthly 

Output of Cement 1979 

to 1981 

' vfir 



(Lakh Tonnes) : 

.. Jit 


1979 

1980 

1981/ 

—. :;jf 

January 

16.71 

15.03 

16.5* 

February 

15.51 

13.05 

15.8$; 

Match 

17.39 

15.01 

18.2* 

April 

15.52 

13.72 

15.75* 

May 

15.96 

13.36 

17,1* 

June 

15.42 

13.18 

15.3* 

July 

15.94 

14 44 

17.5$ 

August 

15.01 

16.02 

17.2$ 

September 

14.31 

15.21 

17.2t 

October 

14.36 

16.17 

18.3$; 

November 

12.42 

15.54 

18.45? 

December 

14.83 

17.16 

19.96 

Total 

182.38 

177.90 

207.7$ 


MNVAjiY 22,198$; 





Blending products, 
processes and technology 
with people; \ 
their needs; and the 
environment: at GKW, 
these are the priorities that 
define our purpose. 


Our range of 

products have evolved out 
cjf these needs, 
and tcfday constitute vital 
intermediates, integral to y - 

almost every area ( ) 

of industry and life. In : /' :A 



Our speciality: 
fusing technology 
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with a ioapircity of 0*400 mil* 
lion tonnes, another at Akal- 
ktara with a capacity of 0.400 
{million tonnes and another 
at Maihar with a capacity of 
0.400 million tonnes. Ex¬ 
pansion was carried out at 
Ariyulur to the extent of 0.250 
million tonnes, at Chanda to 
the extent of 0.160 million 
tonnes, at Jamul to the extent 
of 0.300 million tonnes and at 
Wadi 0.200 million tonnes. 

During the year 1981-82 ad¬ 
ditional capacity of 4.3 million 
tonnes is being added. New 
units being installed arc mak¬ 
ing rapid progress. For ins¬ 
tance the Narmada Cements 
being set up at Zaffarabad in 
Gujarat is likely to yield pro¬ 
duction during 1982 itself. 
This large unit with a capacity 
of one million tonne is being 
set up with American 
know-how. Plant and machi¬ 
nery imported from West 
Germany have already been 
installed. Other units such as 
Khrew unit by the J&K Mine¬ 
rals Ltd with a capacity of 
200,000 tonnes, Narsin- 
garh unit of Mysore Cements 
•vith a capacity of 0.400 million 
:onues and a large unit by the 
Drient Paper with a capacity 


, jijM" i ' >, |f " . ■ ’ ■ ’ 

of 0,900 million tonnes are in 
advanced stages of completion. 
A number of expansion 
schemes have also been taken 
up. UP Cement Corporation is 
adding at Chunar a capacity of 
0.840 million tonnes. Century 
Mills is also adding at Tilda 
a capacity of 0.200 million 
tonnes. Another unit is being 
expanded at Ramagundam by 
Kesoram Cement with an addi¬ 
tional capacity of 0.200 million 
tonnes. Dalmia Cement at 
Dalmiapuram is also expand¬ 
ing its capacity by QJ)70 mil¬ 
lion tonnes. 

A number of schemes have 
already been approved and are 
under various stages of imple¬ 
mentation so that dur ing 1982- 
83 an additional capacity of 
nearly 4 million tonnes will 
be available. Five new units 
which are likely to come into 
production during 1982-83 are: 
Kerala Industrial Develop¬ 
ment Corporation’s Palghat 
unit with a capacity of 4 20 
lakh tonnes, Damodar Ce¬ 
ment's unit at Madhukunda in 
West Bengal with a capacity 
of 2.60 iakh tonnes, Texmaco’s 
Ycrraguntala unit in Andhra 
Pradesh with a capacity of 4 
lakh tonnes and ACC’s Gagal 


unit in Himachal Pradesh with 
a capacity of 5.60 lakh tonnes. 
The expansion schemes that 
will yield production in 1982- 
83 are Industrial Development 
Corporation’s unit in Orissa 
with a capacity of 1.30 lakh 
tonnes, ACC’s Wadi unit with 
a capacity of one million tonne 
and Birla Jute’s Satna unit 
with a capacity of eight lakh 
tonnes. 

Out of the total 36.8 million 
tonnes of new cement capacity 
approved, the share of the 
public sector is 12.49 million 
tonnes. It works out to 34 
per cent, against 14.7 per 
cent as on April 1980, when 
the public sector had a capa¬ 
city of 3.59 million tonnes our 
of a total capacity of 24.29 
million tonnes. 

The working group on 
cement industry 1980-85, set 
up by the Planning Commis¬ 
sion* had forecast that de¬ 
mand would go up from 
27.99 million tonnes in 1980- 
81 to 38 million tonnes in 
1984-85. Assuming that 85 
per cent capacity utilisation 
would be realistic, the work¬ 
ing group envisaged that capa¬ 
city required would be about 
32.5 million tonnes in 1980- 


81, going up to 44.7 milliod 
tonnes by 1984-85. The 4 
group also envisaged that 
cement capacity likely to be 
established would go up from 
28.22 million tonnes in 1980* 
81 to 46.98 million tonnes by 
1985. 

The expected production* 
according to the Planning 
Commission, would go up v 
from 18.56 million tonnes m;:, 
1980 to 37 million tonnes in j; 
1985, leaving a shortfall of ', 
only 0 8 million tonnes bet- 
ween demand and expected \ 
production. } 

On the investment require* ; 
ments for the cement industry, * 
the Pin lining Commission had; | 
estimated that for an addj* 
tional capacity of 22.69 million 1 
tonnes during 1980-85, the, I 
total investment would work 
out to Rs 1,462 crores. 


3 


This would mean that the^f 
yearly average investments 
would have to range from 
Rs 225 crores per year in the ;; 
first three years, to Rs 388 cror ^ 
res in the last two years of the 
Plan. But this assumption 
has already been overtaken, 
by the price spiral and would f 
have to be of a much higher; 


Tabu?. II 

Cement Production 


i 

Group 


1978 



1979 



1980 

Ip 

Capacity 

Production 

%agc 

Capacity 

Production 

%age 

Capacity 

Production 

%age S 

Public Sector 

Central (CCI) 

6.00 

4,52 

75 

9.80 

5.96 

61 

17.80 

7.92 

44 • f 

State Units 

18.87 

!5.59 

83 

22.37 

13.41 

60 

24.86 

15.44 

62 a 

Total 

24.87 

20.11 

81 

32.17 

19.17 

60 

42.66 

23.36 

55 i % 

Prirate Sector 

ACC 

69.79 

63.59 

91 

69.79 

58.58 

84 

76.39 

54.51 

71 V 

Others 

125.66 

111.56 

89 

132.11 

101.43 

79 

136.11 

100.03 

73 

Grand Total 

221.63* 

196.22* 

90 

234.07 

179.39 

80 

255.16 

154.54 

6 i ; 





(la lakh tonnes) 
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fcrder in the next two years. 
It has been reported that. the 
' Cement Development and 
Price Review Committee, 
headed by Dr A.1C. Ghosh, 
Chairman of the Bureau of 
Industrial Costs and Indus¬ 
trial Prices, has, in its report 
submitted to the Government 
recommended that “there 
should be partial decontrol 
forthwith”. 

For ensuring the health of 
the industry and to attract 
: more investment into this 
field, the committee, it is rc- 
. ported, has also recommended 
a sharp increase in the re¬ 
tention price by as much as 
Rs 120 per tonne. The in¬ 
crease in the retention price 
will be applicable to the 
quantity to be made available 
to the Government under the 
new scheme. 

Taking into account the 
cost structure of the existing 
Units and the marginal cost of 
new units, the committee has 
computed that a price of 
Rs 370 a tonne is a fair one 
compared with the existing 
;jprice of Rs 250 a tonne. 

; Actual increase in the 


retention price for levy cement 
will work out at less than 
Rs 100 a tonne as various 
subsidies are likely to be 
cither pruned or eliminated. 
The committee has advocated 
partial decontrol of cement 
for reducing past distortions 
and to eliminate subsidies and 
also to giving an impetus 
to the location of new cement 
capacity closer to deficit 
areas. 

It has been suggested that 
only 20 million tonnes of 
cement annually should be 
kept under price control. 

With the installed capacity 
in 1982 at around 28 million 
tonnes, all existing plants 
may be required to first supply 
cement up to 75 per cent of 
their capacity to the cement 
control, any production in 
excess of this percentage being 
permitted to be sold by them 
freely in the open market. 

Free market sales are likely 
to be free from distri¬ 
bution control as well as 
from the freight pool. The 
portion of cement sold on the 
free market would not be free 
from either the cess for the 


development of the industry 
or the cess for subsidies of 
certain items through cement 
regulation account. 

To ensure the availability of 
20 million tonnes of cement 
for distribution under the 
cement control, the supply of 
levy cement may be monitor¬ 
ed monthly. 

Free market sales are likely 
to be permitted only after 
the cumulative liability under 
the levy is met. As the 
fixation of a uniform price 
for all units will affect adver¬ 
sely new units if a compen¬ 
satory benefit is not provided 
to them, the committee has 
fixed the levy percentage for 
such units at 60. 

The committee has also said 
that with the quantity of levy 
cement fixed at 20 million 
tonnes, the levy percentage 
should come down progressi¬ 
vely. The levy cement should, 
therefore, be used only for 
meeting priority needs such 
as those of defence, railways, 
irrigation and power slum 
clearance, water supply to 
rural areas etc. All other 
demands on levy cement 


. r , . . .- 

should be gradually squeezed 
out. 

The committee has said that 4 
the long-term marginal cost 
of cement production should 
be made the basis for future 
pricing of cement. The cost 
of production of new cement 
units at greenfield sites, to be 
set up hereafter, works out 
at approximately Rs 380 per 
tonne. This is based on an 
assumption of a capital cost 
ofRs 1,000 per tonne of new 
capacity and a 12 per cent 
post-tax return on net worth. 

The cost of production of 
existing units is lower. How- , 
ever, their capital asset is 
sought to be evaluated at repla¬ 
cement cost in order to facili¬ 
tate modernisation and expan¬ 
sion of all existing units which 
can help to increase output 
significantly at lower cost. 
Assuming a capital cost of 
Rs 650 per tonne of annual 
cement capacity for all exist¬ 
ing units, the capita] servicing 
cost of existing units (viz, 
charge for depreciation, in¬ 
terest on borrowed capital 
and return on normative 
value of capital as determined 


(In million tonnes) 


Tabu. Ill 

Targets and Achievements of Cement Industry 

(All kinds of Cement) 


Period Capacity Production 



Year ending 

Target 

Achievement 

Target 

Achievement 

; Pre-Plan 

1950r5l 


3.28 


2.20 

1st Plan 

1955-56 

5.31 

5.02 

4.80 

4.60 

Und Plan 

1960-61 

16.00 

9.30 

13.00 

7.97 

lllrd Plan 

1965-66 

15.00 

12.00 

13.00 

10-82 

IVth Plan 

1973-74 

Not fixed 

19.76 

81.00 

14.67 

Vth Plan 

1978-79 

24.50 

22.55 

20.81 

19.41 

Vlth Plan 

1984-85 

43.00 

— 

34.50 

— 

, Yearly Targets 

1979-80 

27,65 

24.29 

23.50 

17.69 


1980-81 

27.50 

27.92 

20.00 

18.66 


1981-82 

31.48 

— 

23.00 

— 


Source : Planning Commission 
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above) works out at R$ 87 per 
tonne. 


^ Arranging all existing 
cement plants in an ascending 
order in respect of gross 
variable costs of production, 
and after adjusting the cost 
of production for price 
changes up to November 1981, 
and assuming reasonable effi¬ 
ciency in regard to consump¬ 
tion of energy and capacity 
utilisation, the variable cost 
of production of the unit at 
the cut-off level of two-thirds 
of the total cement production 


► 


other factors such as the 
quality of limestone and its 
availability for the adoption 
of the dry process. 

The standard capacity of a 
cement plant has been placed 
at around 1000-1200 tonnes 
per day but in special loca¬ 


tions, depending upon the 
availability of limestone and 
other factors, smaller capa¬ 
city of about 600 tonnes per 
day is also considered feasible. 
Proposals for large coas¬ 
tal plants mainly geared for 
exports are also considered on 
merit. 


Installation of mini cemeb^ 
plants, either on rotary or shaft 
kiln process, are being en- ' 
couraged for locations having ’ 
small deposits of limestone; 
and having limited demand. 
Special consideration is also 
given to proposals aimed at 
(i) locating cement capacity 


in 1980-81 works out at Rs 
294 per tonne. Adding both 
the capital servicing cost and 
the variable cost a reason¬ 
able price for existing units 
would be Rs 381 per tonne. 
This is also dose to the 
long-run marginal cost of new 
units esiimated at Rs 380 a 
tonne. 

Reasonable Return 

Taking into account the 
impact of rail freight, the 
committee feels that a price 
of Rs 385 per tonne may be 
deemed reasonable for OPC 
for all units. It has suggested 
a price of Rs 370 for OPC. 
In order to encourage the use 
of flyash for PPG production 
a subsidy of Rs 15 per tonne 
on all PPG produced in split 
location has been proposed 
to be paid. While granting 
additional capacity the 
Government is taking the 
following aspects into account: 
Utilisation of low grade lime¬ 
stone after benefication, es¬ 
pecially in deficit areis, is 
being encouraged. 

There is a saving in coal 
consumption to the extent of 
27 per cent in the dry process 
as compared to the wet 
process. The choice of pro¬ 
cess is also dependent upon 



ftnEHTtON 

PROCESSED FOOD 
MANUFACTURERS ! 


Let us serve the dining tables of the 
world with your products. And help 
ensure better plant utilisation. 


The Food Pendulum is swinging 
to the Indian tastp, the world 
over fresh mangoes, meat and 
vegetables, spicy onions, crunchy 
walnuts, delicious mushrooms, 
instant tea. instant coffee and a 
host of delicacies to haunting 
dalight and pleasing palates and 
winning orders as never before - 
bast reflected in rising export 
earnings with - over Rs. 1750 
million in 1980-81 ' 

Did you gat your due share of 
this market ? 



We have the contacts and 
expertise to assist you. 
We the Processed Foods Export 
Promotion Council are a 
non-profit organisation dedicated 
to the service of the Processed 
Food Industry all over the 
country. Come to us for advice 
on all matters dealing with year 
export * the most lucrative 
markets, the finest food stores, 
the best retail outlets. 


For further information, please write or contact / 

The Processed Foods Export Promotion Council 

10$. N«w Otlhi House, Btrikhsiaba Road, Now Dilhi 110 001 
Tal : 43954 Talas : 031 4282 Gnats : PHOFOODCIL 
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|d deficit areas; (ii) locating 
Utilisation of industrial wastes 
like blast furnace slag and fly 
•sh; (iii) rationalisation to 
locations on the basis of split- 
locations, wherever feasible; 
|iv) reduction in the incidence 
kst packing cost by resorting 
|qi bulk distribution of cement 
||M>d supply of ready concrete 


mixtures; (v) maximisation o t. 
conversion from wet process 
to dry process, balancing and 
modernisation. 

Unde: a scheme of soft 
loans, concessional finance on 
a fairly adequate scale is 
provided to some industries to 
prevent incipient sickness. In 


the cement industry alone as 
many as half of all the plants 
are reported to be more than 
twenty years old. The broad 
eligibility criteria for assistance 
adopted by the 1DBI in the 
case of cement industry were 
expansion of existing capacity 
to one of an economic or 
viable size, investment con- 


wet to dry process, bench* 
ciation of limestone, instal¬ 
lation or better use of modem 
mining and transport equip¬ 
ment, pre-calcination techni¬ 
ques, use of industrial wastes 
and installotion of dust-collec- 
■ tion facilities. 


craw 
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Indian sports goods manufacturers exports 
under the able guidance of the SGEPC 
have soared to Olympian heights. Entering 
new markets, winning much needed 
foreign exchange and out-competing the 
entrenched rivals in the field 


WunTS GOODS IXttWJS 
IRS W LAKHSl 


The SGEPC, a Govt of India'body. 
coordinates the activities of more than 200 
manufacturers in indie. Assisting in raw 
material procurement so that the goods to 
be manufactured match the samples 
approved, liaising with the government so 
that consignments are not held up. Helping 
improve quality by suggestions, imparling 
technical know-how and relaying the latest 
market information, ate. 

The council's 19 years of existence is an 
excellent indicator oi its pivotal role. 
Exports have shown a 300% increase and 
equipment has achieved official Olympic 
status. 

Do contact us for further information on 
our activities 


The Sports Goods 
Export Promotion Council 

1 *E/6 Swarm Ram Tirth Negar 
(Jhandelwala Extension) 

New Delhi-110055 India 




ill 

m 

X X : 
X X X 

Hi 

X X X 
1 X X 
X l X 
X 
X 


Intorpub frSGEPC/l/BQ 


EASTERN ECONOMIST 


212 


MMM«y 








AW# >. f V #f 'V 


ngraeenn 


liistry 

Hard«v Singh 




Ahead 


Rgad Transport 

The Road transport industry 
in thi| country is meeting 
almost the entire indigenous 
demand and is also able to 
sell a portion of the output 
abroad, thereby revealing its 
advanced stage of develop¬ 
ment, Manufacturers are 
constantly in touch with 
technological developments 
talcing place abroad and wher¬ 
ever considered appropriate 
the necessary technological 
inputs arc provided. The range 
of production also is wide 
thereby establishing it as a 
major engineering industry 
in the country. Commercial 
vehicles, jeeps, passenger cars, 
three-wheelers, scooters, motor 
cycles and mopeds arc being 
manufactured in a wide 
variety. 

During the year 1980-81 
the automobile industry out¬ 
put of passenger cars, commer¬ 
cial vehicles and jeeps and 
land rovers as a whole in¬ 
creased by 15 per cent as com¬ 
pared to the previous year 
while the growth was just 
3.8 per cent during 1979 80 
over the previous year. With¬ 
in this group the output of 
passenger cars dropped by 5.4 
per cent to 31,300 cars in 
1980-81 compared to the dec¬ 
line of 1.2 per cent in the 
previous year.This decline was 
mainly on account of a fall 
in the demand for cars fol¬ 
lowing continuous rise in 
car prices from 1978-79 and 
steep increase in the price of 
petrol. The output of cars 
vvas also adversely effected by 
labour trouble in one of the 
car producing units. 

The uptrend in commercial 


vehicles continued and in fact 
the output was quite impres¬ 
sive at 23.9 per cent higher 
than the previous year taking 
the production to 71,100 vehi¬ 
cles as against 55,200 vehicles 
produced in 1978-79. The in¬ 
crease in the production of 
commercial vehicles was faci¬ 
litated by better availability 
of inputs such as steel, power 
and imported components and 
the growing demand for com¬ 
mercial vehicles for goods tra¬ 
ffic. The output of jeeps and 
land rovers increased by 27 
per cent which was a very 
substantial rise. Taking the 
production to 17,900 as 
against 12,100 during 1978-79. 
In the case of scooters the 
output increased sharply by 
36.6 per cent during 1980-81 
to 212,000 as against an ac¬ 
tual fall of 10.8 per cent to 
155,200 in 1979-80 from 
173,900 in 1978-79. 

Licensed Capacity 

The total licensed capacity 
with the seven units engaged 
in the manufacture of com¬ 
mercial vehicles is 138,950. 
One more unit with a 
capacity of 12,000 star¬ 
ted initial assembly opera¬ 
tions. H is the Government's 
intention that the capacities 
licensed should be fully ins¬ 
talled and utilised. Technolo¬ 
gical and input support are 
being provided towards this 
end. The Working Group ap¬ 
pointed by Planning Commis¬ 
sion has estimated the demand 
of commercial vehicles at 
110,000 by 1984-85. Four 
units are manufacturing 
vehicles in the heavy and 
medium duty range and the 
rest are manufacturing light 


duty vehicles. The bulk of the 
production is in the range of 
7.5 to 8 tonne payload capa¬ 
city. 

The industry has continued 
the introduction of new en¬ 
gines with better fuel efficiency 
and improved performance. 
Mention may be made in this 
connection of the new engines 
being introduced in technical 
collaboration with M/s. Daim¬ 
ler Benz of West Germany, 
M/s. Peugeot of France and 
M/s. British Motors of 
the UK. The vehicle manu¬ 
facturers are also introducing 
turbo chargers on their vehi¬ 
cles with a view to improving 
their fuel efficiency and con¬ 


trolling pollution. Action has 
also been taken to introduce 
the manufacture of turbo 
chargers in the country. 

Mahindra and Mahindra is 
the major manufacturer of 
jeeps in the private sector* 
Jeep type vehicles are being 
manufactured by Defence De¬ 
partment in their vehicles fac* 
lory at Jabalpur. Hindustan 
Motors has also introduced a 
vehicle which is a jeep with 
a larger sitting capacity. 
Jeeps are being manufacture^ 
in petrol as well as diesel 
version. Realising the need 
for fuel efficiency, steps 
have been taken to introduce 
a diesel engine for jeep appli- 


Outpnt of Selected Heavy Mechanical Engineering Industries 


Item 

Unit 

1978-79 

1979-80 

1980-81 

(P) 

1. Automobiles 





(i+ii + iii) 

’000 Nos. 

100.8 

104.6 

120.3, 



(+26.6) 

(+ 3.8) 

(+15.0) 

(i) Passender 

*» 

33.5 

33.1 

31.3 

Cars 


(- 2.3) 

(- 1.2) 

(- 5.4) 

(ii) Commercial 


55.2 

57.4 

71.1 

Vehicles 


( + 52.9) 

(+ 4.0) 

(+23.9). 

(iii) Jeeps and 

«* 

12.1 

14.1 

17,9 

Land-rovers 


( + 31.5) 

(+16.5) 

(+27.0) 

2. Scooters 


173.9 

155.2 

212.0 



(+ 7.5) 

(-10.8) 

(+36.6) 

3. Machine Tools 

Rs. Crores 138.1 

170.7 

202.8 



(+26.7) 

(+23.6) 

(+18.8) 


Note : Figures in brackets are percentage variations over the 
previous year. (P) ^Provisional 

Source : Central Statistical Organisation. 
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cations of contemporary de¬ 
sign in collaboration with 
M/s, Peugeot of Fiance. 
An export order for 4,000 
jeeps has also been secured. 
India manufactures a var¬ 
iety of spares for jeep ap¬ 
plications which are in opera¬ 
tion all over the world and 
its export of spares is 
substantial. 

Fuel Efficiency 

There are four manufac¬ 
turers* of passenger cars, 
including one manufacturing 
a 3-wheeled version. The 
models currently manufac¬ 
tured need to be updated with 
designs. The vehicle manu¬ 
facturers have proposed com¬ 
posite scheme for the upgra- 
dation of the passenger cars 
involving change of body slyl- 
, ing and some improvement 
to the engine, steering, trans¬ 
mission and suspension. While 
, in the process of introducing 
new models, two main vehi- 
1 cle manufacturers also pro¬ 
pose to make some improve¬ 
ments with a view to increas¬ 
ing fuel efficiency. 

There are at present three 
manufacturers of three- 

wheelers including one in 
the public sector. Taking into 
consideration the Govern¬ 
ment's anxiety to dieselise 
vehicles used for taxi purposes, 
the vehicle manufacturers have 
also plans to dieselise their 
three-wheelers and proto¬ 

types have been developed 
for evaluation before mass 
production is taken up. 
Efforts for improved per¬ 
formance have also been 
made by the indigenous manu¬ 
facturers and rear engines 
have been introduced on 
the vehicles with a view 
to providing better com¬ 

forts, both for the drivers 
and the passengers. Three- 
wheelers manufactured by 


one of the units are quite 
popular abroad £nd substan¬ 
tial exports have taken place 

There are five established 
manufacturers of scooters 
in the country. A few more 


ters either under licence from 
the public sector unit or on 
their own. As a result of the 
steep increase in petrol prices, 
the demand for scooters which 
is a personalised vehicle of 




substantially. Efforts are 
being made to augment the 
production by strengthen-/ 
ing the public sector unit A 
unit manufacturing the popu¬ 
lar brand of scooters in the 
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REPUBLIC DAY 
GREETINGS TO 

HANDLOOM 

WEAVERS 

ALL OVER INDIA 

Notable achievements in 1981 

° produced 3.100 million meters of cloth 

l/3rd of the country's total cloth production. 

□ Handlooms earned foreign exchange worth 
Rs.. 3.300/- million. 

□ Handloom gave employment to 20 million people 
(next only to agriculture). 

O 60 million people were attracted to 24 Expos. 

On this 32nd Republic Day Anniversary we 
rededicate ourselves to the service of Handloom 

theiYIot he P th6m ,ncrease ^tput and better 


Development Commissioner for 
Handlooms. 

Department of Textiles, Ministry of 
Commerce. Government of India. 
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ted expansion. Scooters be¬ 
ing manufactured in the 
country are quite popular 
abroad and are being 
exported. 

Three units are manufactur¬ 
ing motor cycles. The range 
of the motor cycles being 
produced is from 60 cc to 
350 cc. The demand for 
motor cycles is going up as 
a result of the hike in petrol 
prices. These vehicles are 
considered ideal for cross 
country transport and t}ie 
vehicle manufacturers arc 
constantly making efforts to 
improve the performance of 
their vehicles. One of the 
manufacturers is contem¬ 
plating introduction of a 
vehicle based on power pack 
technology from a reputed 
Japanese manufacturer. The 
other vehicle manufacturers 
have also introduced new 
models. 

Improved Versions 

Output of moped and 
auto cycle has substantially 
gone up. To keep pace within 
the demand, the indigenous 
manufacturers have taken steps 
to increase their production. 
All the manufacturers are 
conscious of the demand from 
the users for belter endu¬ 
rance, quality and comfort. 
The Government has taken 
steps to make available tech¬ 
nology for the manufacture 
of improved versions of 
power packs to enable the 
indigenous manufacturers to 
produce vehicles with bet¬ 
ter fuel characteristics and 
endurance. Diversification in 
the 2-whceler industry has 
also been allowed and the 
existing manufacturers of 
other types of 2-wheelers have 
also taken advantage of 
the same and have intro- 
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tiaced improved versions of 

moped s. 

Machine Tools 

Although the machine tool 
industry has made signi¬ 
ficant progress during the 
last two decades and its out¬ 
put has already crossed 
Rs 200 crore mark, there is a 
wide range of machine tools 
which are not yet manufac¬ 
tured within the country. In 
the light of the fact that a 
capacity of the level ol 
Rs 270 crores per year is to be 
generated by 1983-84, it is 
expected that important lacu¬ 
nae in the production list 
would be filled. The machine 
tools are currently manufac¬ 
tured by 133 units in the pub¬ 
lic and private sectors. The 
licensed and registered capa¬ 
city in the organised sector 
in terms of value is more than 
Rs 200 crores. Additional 
capacity under implementa¬ 
tion amounts to Rs 30 crores 
in value. 

The contribution of public 
sector units in the total pro¬ 
duction is around 45 per cent. 
The overall capacity utilisa¬ 
tion of the industry has in¬ 
creased to 85 per cent. In 
order to meet the increasing 
demand as also to take up 
the manufacture of certain 
machine tools hitherto im¬ 
ported and of more sophis¬ 
ticated design, some of 
the units are expanding and 
diversifying their produc¬ 
tion and making new invest¬ 
ments. Collaborations are 
also being permitted on selec¬ 
tive basis. 

The indigenous production 
covers a very wide range of 
machine tools including spe¬ 
cial purpose machines and 
numerically-controlled machi¬ 
nes. New items of machine 
tools like rool camber grind¬ 


ing machine, high speed blank¬ 
ing press, extrusion press* tur¬ 
ret drilling machine of 22 mm 
capacity have been deve¬ 
loped for the first time dur¬ 
ing the year 1980-81. 

Indian machine tools have 
made a significant break¬ 
through in the export market 
and a substantial number of 
general purpose machines 
like lathes, radial drills, bench 
and pillar drills, milling mac¬ 
hines, shaping machines, 
mechanical presses, injec¬ 
tion moulding machines and 
extruders are being exported. 
Machine tools valued at 
Rs 21 crores representing 
15 per cent of the production 
were exported during 1978-79. 
Joint ventures and transfer 
of know-how in the field of 
machine tools to other deve¬ 
loping countries have also 
taken place. 


Such machine tools which 
are not presently manufactur 
ed in the country or are not 
likely to be in the production 
programme in the immediate 
future arc in the Open Gene¬ 
ral Licence list for imports* 
The current level of imports 
is around Rs 60 crores. In 
ordci to bridge the identi¬ 
fied technology-gap a Preci¬ 
sion Engineering Centre is 
planned to be set up in the 
country. Action is also being: 
taken for establishing R&$ 
facilities for cutting tobt$ 
and for metal forming techno* 

j °gy- i 

Certain items of machine 
tools which are currently be*£ 
ing imported involve cons!* 
dcrable amount of foreig# 
exchange expenditure. The^ : 
are high accuracy tool room 
lathes, versatile and accur&$j^ 
tool and die miller, larg# 
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uracy 'tool room cylinfri- 
.1 grinders, automatic inlcr- 
I grinders required for bull* 
Ond roller industry, specia¬ 
lised machinery required 
|for manufacture of nuts 
nd bolts, specialised gear 
itting machines etc. In 
irderto increase productivity 
$14 reduce investment cost 
re is considerable scope 
r manufacturing special pur¬ 
se machines based on moilu- 
construction of lower 

rse power ranges. 

Scope for Spares 

Scope also exists lor sett- 
Dg up specialised machine 
Ools components mamifac 
iring facilities in major 
Chine tool manufaeturinig 
Rtttrcs. In the process of 
Modernising their pioducts 
any of the medium and 
all-scale units have easy 
(iveilability of such specialised 
aChine tool components and 
lilities such as ground gears, 
precision ground spindles, 
round spline shafts, preci- 
3 n load screws, precision 
>ring, heat treatment etc. 
jnsiderable scope ex : sts for 
Ctting up units on regional 
isis specialising in recoiuli- 
aning of machine tools. 

fjT 

-ft Facilities are available at 
Central Machine Tool 
H$titute (CMTIh Bangalore 
>r new design, prototype 
bating, computer aided opti- 
Klsation of structures ol 
achine tools and production 
flgineering service. (’Ml I has 
eeii the nodal research or¬ 
ganisation engaged in de¬ 
sign and development of 
|nachine tools for the 
jSpnefit if the machine tool 
■Industry. The Institute is 
ijjjlpported by Central Govern- 
ent grants which augments 
internal generation of 
^sources through licensing 


of Its products arid era* 
sultancy fees. 

Design and development 
activity of machine tools 
and its accessories continues 
to be v major activity of 
the Institute. Recent deve¬ 
lopments for commercial app¬ 
lication include NC drill¬ 
ing machine for printed 


'7' v V'-’r-Y *,‘tT-i. ^ hmww 

circuit board, ptm&Un ^ 


cylindrical grinder, light 
unit heads, tapping machine, 
tool milling machine, poli- 
gon drilling attachment, 
trenaning tool, twin bor¬ 
ing attachment, optical 
read-out, thread rolling 
heads and /adial turning 
attachment. 


S No. 


Titlt 


Pries 


i 


1 (*) Guideline for Materials 

Management in Public Enterprises 

(Print 1981). PFD 248 (Rep ) Rs 26 30 

2. Statistics of the Customs and 
Excise Rovenue CoMectiens of the 
Indian Union 1977 78 and 1978*79 
(Print 1981). PDGCIS 77 79 R s 22,00 

3 (•) Studies in the Economics ot Farm 

Management in Ahmednagar 
District (Maharashtra State) Report 
for theyoot 1970-71 (Print 1981) 

PDES 204^1970 71 

4 Statistics of Mines in India Vol 
Coal 1977 (Print 1981) 

PCIM.25 77 I. 

6. Question Papers and Model 
Answers of tho Departmental 
Examination for the Class IV 
(Promotion to LOC) Examination 
Hold in November 1980 
(Print 1981) PDI.128 

6. Symposium Proceeding'! Silvi- 

cultuie Management and Utilization 
of Poplars Oci 15*18, 1979 
Srinagar (Print 1981; IM Rl. 185 Rs 114 00 
The East Const n.nmte Deposits 
of India. (Print 1979) 

PGSI 47.46. 

8. Geology and Mineral Resources of 
Andhra Pradesh (Print 1980) 

PGSI.47.44. 

9. Himalayan Geology Semina- 
New Delhi 1976. Proceedings of 
Plenary and Concluding Sessions 

(Print 1381), PGSI 111.V*l Rs. 3 00 

10 Report of the Commissioner for 
Scheduled Castes and Scheduled 
Tribes 1978-79. Pt. I (Print 1980) 

PHD.66.78-79(1) 


Rs 25 00 


Rs 189 50 


Rs 0 95 


Rs. 7 50 


Rs 16 40 


V' 


ducting training courses and 
seminars in different fields of 
machine tool manufacture 
and design. Their increasing 
popularity and usefulness is 
reflected by the enthusiastic 
response from the participat¬ 
ing industry and other tech¬ 
nical organisations 
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The Lnnd Acquisition Act. 1894 
(As modified up to ihe 1st Feb, 

1981) (Print 1981). Act 1 of 

1894 [ 2.00 

The Workmen s Compensation 

Act 1923 (As modified uo to the 

1st March 1981) Print 1981). 

Act 8 of 1923. Rs. 2.30 

Pamphlet for Civil Services 
Examination. 1979 Containing 
Rules and Question Papers (Except 
Question Papers which are of 
Objective type). (Print 1981) 

PUPSC 24 79 Rs 4 50 

waFvttM 'TifrarliT -tYu Uith 
(A Definitional Dictionary of 
Surgical Terms). (Pjint 1981) 

PCD 530. Rs 48.50 
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T. T. Vijayaraghavan 


Production of drugs and 
pharmaceuticals seems to have 
been heading for a negative 
growth during the year that 
has ended. This in spite of 
the fact that a number of 
essential drugs are in short 
Supply and some are not 
available at all. Reports sug¬ 
gest that popular drugs for 
treatment of asthma, epilepsy 
and dysentery have disappear- 
* ed from the market. There 
is no use hiding the fact that 
the Government’s drug policy 
is in a total mess. 

A number of issues like 
price fixation and introduction 
of generic names is hanging 
fire either in the courts or 
with the Government. The 
Governmental machinery has 
not been equal to the task of 
fixing statutory prices of more 
than 400 bulk drugs and over 
20,000 formulations under the 
Drug (Price Control) Order, 
1979. So far the prices of 
only about 150 bulk drugs 
and some 300 formulations 
have been revised. Even here 
over 50 per cent of the prices 
fixed by the Government arc 
under dispute between the 
industry and the Government. 

Ambitious Programme 

The Sixth Five-Year Plan 
has envisaged an ambitious 
programme for the pharma¬ 
ceutical industry. Under the 
Plan, the production of 
bulk drugs and formulations 
is stated to go up from R$ 
226 crores and Rs 1,150 crores 
in 1979-80 to Rs 665 crores 
and Rs 2,450 crores respecti¬ 
vely by 1984-85. This works 
out to be 294 and 213 per 
cent growth for bulk drugs 

M82 


and formulations over the 
five-year period. Table 1 
gives the Sixth Plan targets of 
investment and production and 
Table II indicates the develop¬ 
ment of drug industry since 
1947-48. 

Tabi e I 

Sixth Plan Revised Targets 
for the pharmaceutical 
industry 


(Rs Crores) 

Position 

in 

1980-81 

Sixth 

Plan 

Target 

Investment 

450 

775 

New invest¬ 



ment envisaged 

-- 

325 

Production of 



bulk drugs 

240 

665 

Formulations 

1200 

2450 

Imports: 



CTF 

94* 

94 

Landed 



cost 

150 

150 

Exports 

32.8* 

60.20 


*For the year 1979-80. 

Looking at the production 
trend in the recent past, how¬ 
ever, the targets appear too 
ambitious to realise. In the 
very first year of the Plan, 
the industry’s output lagged 
far behind the target. The 
rate of growth in the output 
of basic drugs in 1980-81 was 
only six percent against 13 
per cent in 1979-80 and that 
of formulations was four per 
cent against 10 per cent. 

According to Mr K.M. 
Shah, President of IDMA, the 
pharmaceutical industry can 
become virtually self-sufficient 
as regards formulations with 
the production valued at Rs 


1200 crores during 1980-81. 
With the estimated production 
of about Rs 1400 crores in the 
current financial year, the 
Sixth Plan target of Rs 2450 
crores would not be difficult 
to achieve. But he himself 
has admitted that the produc¬ 
tion of bulk drugs in the 
current year (1981-82) is likely 
to be of the order of Rs 275 
crores only, thus leaving a 
gap of Rs390 crores to be 
bridged in the next three 
years, i.c. approximately Rs 
130 crores additional produc¬ 
tion per year for the next 
three years. This is obviously 
a herculean task. 

The Drug Policy announced 
in 1978 favoured regulari- 
sation of excess capacity on 
the basis of the best year's 
production during the three- 
year period ending March 31, 
1977. Since there was subs¬ 
tantial under-utilisation of 
capacity during the period, 
implementation of the formula 
would have resulted in cutting 
back the industry’s produc¬ 
tion by an estimated 25 per 

Table 11 

Production of Bulk Drugs and 
Formulations 


(Rs Crores) 


Year 

Bulk drugs 

Formu¬ 

lations 

1947-48 


10 

1965-66 

IS 

150 

1975-76 

130 

650 

1976-77 

150 

700 

1977-78 

164 

900 

1978-79 

200 

1050 

1979-80 

226 

1150 

1980-81 

240 

1200 


cent. This was one of the 1 
major grievances of the jiv 
dustry. ; 

In July, 1980, the In* 
dustry Ministry came outjj 
with a distinctly liberal policy ? 
on capacity regularisation for 
a select group of industries^| 
The case of the drug industry^ 
was kept out of consideration;; 
ostensibly b.cause the issuff 
was already covered under tho| 
drug policy. Obviously thiV;| 
was untenable in view of th# | 
fact that the country’s ovemlt!| 
production of drug has 
been keeping pace with th<t| 
growth in demand. 

'H 

Capacity Reg ularistd & 

. ; 3 ' 

Under the new policy fp® 
drugs announced in Octobtt|\ 
last, though belatedly, the>|. 
actual installed capacity wA&Jf 
sought to be treated as legal 
This would help producers 
utilise their entire 
capacity, irrespective of wi 
thcr the actual productidflI ! 
was lower in recent years 
account of constraints lifefiQ 
shortages of raw material audj| 
other factors. Incidentally*? 
it resolved the conflict bet^ 
ween the Drug Policy of 
and the Industrial 
Statement of July 23, 1980, 0«j* 
the issue of the regularisatiooj:. 
of excess capacity. '? 

The industry has, howevei^ 
not been able to take advahff, 
tage of the decision b.‘cause■: 
cf inadequate supplies of nwft 
materials. The slow-down ir|| 
the rate of growth of th^; 
industry is also to be attrbj, 
buted to the failure of driig 
units to take ’ effective step| 
to implement the industrial 
licences issued to them. TbJ^ 


mil 
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& one bf thfe Main reasons 
ilWby the country is bedeviled 
fey drug shortages. Both 
public and private sector 
companies have been lagging 
behind in the implementation 
of industrial licences granted 
to them. As a result, drug 
imports have to be maintain¬ 
ed at high levels. A large 
number of licences granted to 
the private sector units have 
not been implemented because 
the profitability of the drug 
units is under heavy pressure 
and the industry has been 
pleading that the present 
prices, which arc unremunc- 
rative, should be revised. 

Because of the complica¬ 
tions involved, theic has, 
however, been a considerable 
delay in the revision of drug 
prices. It is no easy task to 
fix the statutory prices of 
more than 400 bulk drugs and 
20,000 formulations in the 
pharmaceutical trade. The 


Government perhaps would 
have done well if it had 
adopted a rational approach 
of selective price control on 
essential and life-saving drugs 
instead of trying to control 
the prices of thousands of 
formulations especially in an 
inflationary situation. 

There is no denying the fact 
that on the face of it, the pro¬ 
fitability of the pharmaceutical 
companies has eroded sharply 
as their raw material costs 
have escalated with the rising 
prices of petroleum-based 
chemicals. The wholesale 
price index for drugs and 
medicines (base 1970-71 -100) 
increased from 99.7 in 1971-72 
to 135.9 in April-Decembcr, 
1980, whereas it increased 
from 105.6 to 253.6 for all 
commodities over the same 
period. This does not mean 
that hefty price increases must 
be granted to the industry. 
But there is a case for a more 


pragmatic policy which will 
ensure a fair return on in¬ 
vestment and enable the in¬ 
dustry to achieve faster growth 
rate. 

Another major issue that 
the pharmaceutical industry 
is now concerned with is the 
Government’s decision to go 
ahead with the ‘generics’ 
policy and abolish brand 
names. A leading pharma¬ 
ceutical company has already 
obtained a stay order in res¬ 
pect of a particular brand 
from the Delhi High Court 
and the matter is now sub 
judice. Jn the meantime, 
however, representatives of 
the drug industry have drawn 
attention to the practical 
difficulties in implementing the 
Government order on generic 
names for five popular drugs. 
For instance, the printing of 
labels is posing a big problem 
though some latitude appears 
to have been given for shor¬ 


tening the ^ 

question is whether it would 
not result in fetch of unifor- * 
mity. Also manufacturers 
seem to be hard pressed in 
getting supplies of new labels 
as the demand Fof such 
materials has suddenly gone 
up. 

So far as the wider issue of 
generics vs brands is concern¬ 
ed, opinion has been divided. 
There has been ardent advo¬ 
cacy of ‘generics’ as well as 
opposition to it. The main 
contention of those who argue 
in favour of abolition of brand 
names is that brands only ^ 
serve as the means by which 
monopolistic control of the 
market is sought to be exer¬ 
cised by drug manufacturers 
in link with sections of the 
medical profession through 
aggrcssiWselling methods and 
sales promotion which only 
add to the cost of drugs with¬ 
out any compensating advan- 
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tages to tfe consumer in terms 
of product efficlciy. 

L As against this the pro¬ 
tagonists of retaining brand 
names point out that in the 
field of drugs and pharma¬ 
ceuticals, which have a direct 
bearing on the health and life 
of countless people, brand 
identification is important for 
doctors, patients and chemists 
since it ensures guarantee of 
quality. The point is made 
that although a drug may 
contain the basic ingredients 
needed to fight a particular 
type of illness, there is enough 
medical evidence to show that 
often the question has re¬ 
mained about the potency of 
the ingredients themselves, the 
way they have been combined 
with other sub^ances, their 
response edict in individual 
patients and so on. Thus, 
brands, it is argued, serve as 
a safety valve both to the 
doctor and the patient to give 
the greatest assurance of 
reliability and predictability in 
drug therapy. It would there¬ 
fore set m that considerable 
caution should be exercised in 
proceeding with the Govern¬ 
ment’s objective. 

Non-Essential Production 

It must, however, be men¬ 
tioned that if the drug indus¬ 
try devotes even 20 per cent 
of its existing capacity to 
production of essential drugs, 
it would be adequate to meet 
the country’s requirements. 
As it is, the bulk of the in¬ 
dustry’s capacity is devoted 
to prediction of non-essential 
drugs and drugs of question¬ 
able therapeutic value. The 
production pattern is al o 
changed to the more profit¬ 
able formulations resulting in 
shortage of many drugs 
essential for the treatment of 
blood pressure, typhoid, tuber¬ 
culosis, etc. The authorities 
could have achieved better 


results had they concentrated] 
on removing the constraints on 
increasing the production of 
life-saving drugs by the public 
sector units. In the absence 
of such effort, the public sector 
units have been plagued by 
outmoded technology and poor 
capacity utilisation. 


' , i 

leprosy patients are in India. 
Ten million Indians are suf¬ 
fering from tuberculosis and 
another 18 million from fila¬ 
rial diseases, in addition, 
14 million are troubled by 
irreversible diseases like cla- 
phantiasis, worms and gastro¬ 
intestinal ailments. 


though a large number of 
children are suffering from 
nightblindness and visual im¬ 
pairment because of vitamin-A 
deficiency, the sale of this vita¬ 
min has been only 0.3 per cent. 
While the incidence of tubercu¬ 
losis is on the increase, the sale 
of streptomycin is the lowest. 


Crucial Drugs 

At present, apart from the 
shortage of some essential 
medicines, there is a meagre 
output of crucial drugs for 
some of the most widely 
prevalent diseases in the 
country. According to the 
expert committee jointly set 
up by the Indian Council of 
Medical Research and the 
Indian Council of Social 
Science Research, remedies 
for tuberculosis and leprosy, 
for instance, account for only 
1.4 and 1.3 per cent of the 
total drug production with 
the result that indigenous pro¬ 
duction of these crucial drugs 
can meet only one-third to one- 
fourth of the minimum require¬ 
ments. Obviously there is a 
strong case for an urgent reap¬ 
praisal of our priorities in bulk 
drug prod uciion and for a need- 
based manufacturing policy. 

A reference should be made 
finally to the national seminar 
held in New Delhi in Novem¬ 
ber last on “Drug industry 
and the Indian people”. It 
highlighted the current dicho¬ 
tomy between national health 
and drug policies and called 
for a thorough overhaul. At 
present large chunks of the 
health budget go to buying 
non-essential and high-priced 
drugs, while a major segment 
of the population continues 
to be denied the most neces¬ 
sary drugs. There is little 
correlation between the disease 
patterns in the country and 
the types of drugs manufac¬ 
tured. According to one esti¬ 
mate, 30 per cent of the world 


Against this alarming back¬ 
drop, the sale of drugs needed 
for the prevention and cure 
of these diseases is negligible. 
In contrast, vitamins, tonics 
and antibiotics account for 
47.3 per cent of the total sales 
of drugs in the country. H gh 
pressure of salesmanship by 
pharmaceutical firms has help¬ 
ed in pushing up the sale of 
vitamins and tonics to the first 
place. Antibiotics get the 
second place and anti-diarr- 
hocal preparations come last. 
The fact is 80 per cent of 
viral infections do not need to 
be treated by antibiotics. Even 
in the case of vitamins, al- 


The New Delhi seminar also 
underlined the need for grea* , 
ter expenditure on research 
and development, a new tech* 
nology policy to discourage > 
repetitive import at techno- ; 
logv and encourage its hori* 
7ontal transfer. There should * 
also be scientific development ; 
of medicaments in the tradi*> 
lional systems on which the . 
majority of the people still : 
rely. Not the least important 
is the need for greater etH*- 
phasis on preventive and pro*$ 
motive health. In any dis*]' 
cussion on drug industry andj 
its problems, these wider 
peels have to kept in view, i 
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Whither Electronics ? 

T.C.A. Srinivasa-Raghavan 


j J Press Information Bureau 
l $B) summary of the 
j rjbievementsof the electronics 
y jjjfc ustry in 1981 starts off by 
Scribing the largesse that the 
j |jjvernmcnt has conferred 
I ion the industry through 
(marginal) benefits in 
i of depreciation allow- 
|: \QC$ and income-tax reliefs 
I bounced in the 1981-82 

f get. It tien goes on to 
that the iirst year of the 
2 tth Plan lias begun on “a 
I §ithy note towards achicv- 
j the target of 21 per cent 
jitfwth per annum over the 
^ijth Plan period, with the 
m of increasing electronics 
pduction in the country 
,1&B the present level of Rs806 
we to Rs 1,800 crores in 
114-85”. A full perusal of 
jSPIB note is as tedious as 
Ppfe uninformative. Prcsum- 
the industry has made 
Seal progress which would 
worth reporting, for other- 
i ^one could have depend- 
l bft the PIB to beat the 
[ Us loudly. 

| ckadaisical Attitude 

s jdia is one of those curi- 
i Countries where apperta¬ 
in ss often go unsiezed. The 
ponies industry is as 
[» example of this as any. 
Jr time when world demand 
jjvarious types of electronic 
bluets -broadly, products 
cither transistors or 
grated circuits--is boom- 
i jtnd when several countries 
r*jpashing in on the boom, 
predictably, is watching 
■iWorld go by. It is not 
Jjlto explain this lackadaisi- 
Ijttitude. Much of it, pro- 
!®r f is attributable to a con- 
yn in the minds of those 


who decide on what India 
shall produce, how much of it 
it will produce and just how it 
will go about producing it 

The problem really is that 
the powers-that-be (Depart¬ 
ment of Electronics mainly) 
have been unable to agree on 
an integrated policy for the 
development of the electronics 
industry. This conflict has 
been reflected in the extraordi¬ 
nary debate over the intro¬ 
duction of colour TV in India. 
The issue has been finally sent 
to the Cabinet. As we go to 
press, a decision is awaited. 

Apparently, the Department 
of Electronics is totally against 
the introduction of colour TV 
in the country, while on the 
other side is Mr Vasant Sathe 
who feels that the country 
simply must have it. But no 
clear statement has been made 
as to why the country should 
go for colour TV, or on the 
other hand, why it should not. 

Meanwhile, Bharat Electro¬ 
nics wants to produce a million 
black-and-white tubes on the 
basis of projected demand 
over the 1980s. Its applica¬ 
tion is pending the decision of 
the Cabinet on the colour TV 
issue. 

There is a very simple point 

which has gone.and indeed is 

likely to go —unrecognised. 
This is that the real market for 
the electronics industry lies 
not in India but overseas, 
particularly in the OECD 
countries. Therefore, what is 
required, particularly now in 
view of the urgent need to 
boost exports, is that the 
policy should be geared to 
develop the electronics indus- - 


try purely as an export orient¬ 
ed one. 

Some sort of progress 
towards this was made when 
the SEEPZ was set up. There 
have been reports that the 
various units located there 
have done quite well during 
the past year. This may well 
be so. But it is necessary to 
put things in perspective. 
India's exports of electronic 


goods arc derisive at Rs 16.5 
crores in 1980-81. Just com¬ 
pare this to the exports by 
Korea (around $2 billion in 
1979-80) and you get some 
idea of where India is in the 
race. It is not even as though 
that by developing the export 
market for electronic goods 
there will be a net drain of 
GDP which so horrifies the 
well meaning leftists. The 


Production Trends in Selected Electronic Components in the 
Organised Sector 

(Numbers in million) 


SI 

Components 


Production 



1978 

1979 

1980 

1 . 

Electron Tubes 
(i) Receiving 

3.95 

3.11 

2.81 


(ii) Tiansmitting (nos) 

10,056 

8,932 

10,400 


(iii) TV picture 

0.14 

0.20 

0.26 

2. 

Semiconductor Devices 
(i) Transistors and diodes 

77.25 

9.200 

103.66 


(ii) Integrated circuits 

0.62 

0.70 

1.03 

3. 

Resistors 

(i) Carbon film 

161.13 

129.18 

138.95 


(ii) Metal film 

1.37 

2.34 

1.83 


(iii) Potentiometers 

6.72 

6.89 

6.00 

4. 

Capacitors 
(i) Ceramic 

75.20 

78.47 

77.31 


(ii) Al electrolytic 

25.60 

30.78 

31.03 


(iii) Ta electrolytic 

0.49 

0.44 

0.57 


(iv) Plastic film 

51.53 

49.78 

53.93 


(v) Variable gang 

3.28 

3.09 

2.85 

5. 

Electromechanical 
(i) Connectors 

0.27 

0.48 

0.45 


(ii) Relays including reed relays/ 




switches 

1.16 

0.92 

0.83 


(iii) Switches 

1.47 

1.55 

0.77 

6. 

Other Components 
(i) Loudspeakers 

3.15 

3.09 

2.45 


(ii) Crystals 

0,19 

0.21 

0.20 


(iii) Hard ferrites (Ions) 

478 

748 

936 


(iv) Soft ferrites (tons) 

228 

247 

235 


(v) Permanent magnets (tons) 279 

229 

218 
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electronics industry is charac¬ 
terised by high value added 
items, only a small propor¬ 
tion of which have a signi¬ 
ficant domestic market and 
practically all of which have 
a huge export market. Not 
to utilise India’s comparative 
advantage in this sector is not 
only foolish but borders on 
the insane. 

However, there are some 
signs now that things are 
beginning to move. It appears 
the Department of Electro¬ 
nics is to be restructured —for 
the third time in three years. 
The Government is thinking 
of making huge investments 
in the industry in both the 
components and consumer 
sectors. One good portent is 
that the Prime Minister her¬ 
self is reported to be taking 
an interest in the affairs of the 
Department. 

Basically, policy makers 


must make up their minds 
whether India will go in for a 
duplicative import substitu¬ 
tion effort or whether it will 
import the relevant techno¬ 
logy and carry on from there. 
This is a crucial decision 
because it will determine the 
period after which India’s real 
participation in the export 
market will start. Recall in 
this context the debate over 
the import of a computer sys¬ 
tem for the Railways. It 
seems the Department of 
Electronics felt that the whole 
system could be developed 
indigenously, which no doubt 
it could. The railways, on the 
other hand, were for import¬ 
ing a proven system. Their 
argument was that it would 
save time. That ought to 
have been the clinching factor. 

Often, in the past, changes 
in Government policy have 
been about a dozen feet above 
the ground level. This has been 


because the nitty-gritty tends 
to be neglected. An excellent 
example of this can be found 
in the paucity of funds for 
investment in the electronic 
industry. Essentially, the pro¬ 
blem is of size, because elec¬ 
tronics production tends to be 
sensitive to scale economies. 
The emphasis on the small 
and medium sector has in fact 
led to ridiculously high capi¬ 
tal output ratios. According 
to one report, this ratio is as 
high as 2:1 in the compo¬ 
nents sector. Consequently, 
investors have been reluctant 
to come forth, and have tend¬ 
ed to concentrate on finished 
consumer products. Another 
factor which has retarded 
investment has been the delay 
in the granting of licences. 
Here is an industry where 
technology changes before 
you can say Jack Robinson. 
If the Departments concerned 
take longer than that to ap¬ 


prove licences, the producej 
if he is naive enough to uti 
list his licence, usually find 
himself out-priced in thi 
international market becaus 
his technology is inferior an* 
costs arc correspondingl; 
higher. This is not an indus 
try which tolerates obsoIeS 
cence benignly. 

Lastly, the cmploymejji 
potential of this industry. Tb 
Sondhi Report has mentions 
that for very crore invested 
312 persons could be employ 
ed (compared to 246 in ole# 
trical equipment and 33 I 
petro-chemicals). The lot* 
capital-labour ratio atoll 
witfc a low capital-output rat| 
(provided the scale economy 
work out favourably) ougl 
to be a compelling reason f$ 
India to go in for electron! 
in a big way. Whether or 
this will be done will bec$fjj 
evident soon enough. f 




mim 



ONGC promises India 

W %A Working in the inaccessible remotes of Tripura, the rocky upcountrle* of 
wli9 Himalayas, the mysteriously lonely sand-dunes of Rajasthan and the muddy 
eastern coastlines of this vast peninsula - a formidable force of scientists, engineers 
& dedicated workers directing their target to the search for black gold. 

The future of the nation depends on them, the strengtheing of economy. And the 
men have been putting in ceaseless efforts round tha clock to achieve the 
gigantic task before them. This is how ONGC has been working for the last 25 
years. And to fulfil its mission, will continue to work in the years to come. 

ONGC • the nation’s hope for a stabler future 


future man any 
of its compatriot 
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Paper in Plenty 

L N. Raina 


Paper consumers at last 
heaved a sigh of relief with 
the end of the crippling 
shortages that had dogged 
them for years. The student 
community has no longer to 
run from pillar to post to 
obtain their exercise books or 
textbooks. During the year 
1981 the packaging trade 
did not have to pay under- 
the-table premiums to obtain 
their requirements of paper 

board. The country had 
to import on an average 
60,000 tonnes of paper annu¬ 
ally for the past three years 
causing a heavy drain on 
its foreign exchange resources. 
The paper manufacturers arc 
now urging for permission to 
export the commodity to 
relieve the ‘glut’ in the paper 
market. 

In actual fact there is no 
glut, only the psychology of 
scarcity lias vanished. The 
traders continue to complain 
that they are not able to get 
f ^eely the qualities or quanti¬ 
fies that are in demand in 
the market and they are being 
denied normal trade facilities 
they are entitled to. They 
say they have tc pay cash 
down before they can lift 
their requirements. 

Improved Position 

With the improvement in 
the infrastructure and easier 
availability of coal and power 
during the year, the industry 
was able to make a better 
use of installed capacity at 
over 73 per cent as against 
^ per cent in 1980. Jn the 
meantime, paper making 
capacity also increased by 
over a lakh tonnes with the 
result that 13.5 lukh tonnes of 


paper and paper board were 
indigenously available to the 
consumers as against 11.6 lakh 
tonnes in the previous year. 
With the import of over 
50,000 tonnes of paper effect¬ 
ed through STC, it had 
become possible to balance 
demand and supply with small 
stocks in the pipeline. 

Adequate Stocks 

The Commerce Minister 
has stated that parity having 
been achieved between the 
demand and supply, there is 
no further need to import 
paper, He said there were 
adequate stocks with the STC 
which had obviated any 
danger of speculative in¬ 
creases in the prices of this 
essential commodity. 

But all this abundcnce 
is illusory. India’s demand for 
paper and paper products is 
stunted; our per capita 
consumption of a little over 
2 kg of paper per year is one 
of the lowest in the world. 
Even with a little spurt in the 
economic activity, demand 
for paper is bound to rise 
by leaps and bounds. 
Neither the Government nor 
the industry is prepared at 
the moment to face this even¬ 
tuality. Even with 2 kg per 
capita consumption, there has 
been an imbalance between 
demand and supply with acute 
distress to large sections of 
the community. This only em¬ 
phasises the need for planning 
substantial increases in the 
capacity for the production 
of paper and its products. 

The present installed capa¬ 
city of paper industry is 18 
lakh tonnes. It is anticipated 
to be augmented by another 


8 lakh tonnes by 1985 while 
letters of intent have been issu¬ 
ed for the creation of a furl her 
13.8 lakh tonnes of capacity. 
The Technology Group of the 
Development Council for 
Paper and Allied Industries 
has estimated that by the 
turn of the century India 
should have an installed 
capacity of 42.5 lakh tonnes 
of paper for a population of 
94 crores reckoned at 4.5 kg 
per head per annum. When the 
industry finds it difficult to pro¬ 
cure furnish for the present 
scale of production, the pro¬ 
blem of raw material require¬ 
ment for the additional capa¬ 
city envisaged to mature even 
in the near future can well be 
imagined. 

Because of historical rea¬ 
sons, India’s paper industry 
is based on bamboo and hard¬ 
wood as furnish. The country 
had to import paper making 
machinery from the Western 
countries where the main 
furnish for the industry is 
hardwood. India with abun¬ 
dance of agricultural residue 
should have made better use 
of this perennial source of 
furnish. For want of research 


and technological innovation 
our paper industry has been 
depicting the already meagre 
forest wealth of the country. 

India’s forest area is only 23 
per cent of its total area 
against the optimum of 33 
per cent laid down by the 
National Forest Policy. Our 
economy being mainly rural, 
there arc other pressing 
demands on our forests. 
There has also been illicit 
felling on a large scale and 
illegal nibbling by cereal 
crops. This pressure on forests 
has already affected the eco¬ 
logical balance of the country. 

Even old established mills 
with long leases on assured 
sources of furnish have become 
vulnerable to the shortage of 
pulpwood. The area under 
bamboo is shrinking and 
yields are diminishing. Paper 
mills on the other hand have 
to increase their scale of 
operation to stay profitable. 
They do not have captive 
forests which they could nurse 
to yield more pulpwood. On 
the contrary the State Govern¬ 
ments have been shortening 
their lease periods thus dimini¬ 
shing the interest of the mills 


Tabi.l I 

Installed Capacity of Paper and Paper Board Industry 


As 

Categorywisc - 

capacity No. of 

(tonnes) units 

on 1-1-1982 

As on 1-1-1981 

Annual instal¬ 
led capaci! y 
(tonnes) 

No. of 
units 

Annual in¬ 
stalled capa¬ 
city (tonnes) 

Above 20,000 

22 

11.27,860 

22 

11,14,860 

10,000 to 20,000 

10 

1,48,500 

9 

1,20,5(0 

5,000 to 10,000 

40 

3,26,275 

31 

2,44,775 

2,000 to 5,000 

41 

1,47,770 

33 

1,16,510 

Below 2,000 

44 

66,145 

41 

60,095 

Total capacity 


18,16,550 


16,56,740 
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in the rejuvenation of forest 
land. The forests are thus 
receding and many mills have 
to go up to 1500 kms to fetch 
raw material. To augment 
the diminishing pulpwood it 
has become necessary to create 
an additional resource base in 
the form of close-spaced 
plantations of fast growing 
species located within eco¬ 
nomic distances of the mills. 

It is heartening that the 
Government is veering round 
to the view that paper manu¬ 
facturers should be associated 
with plantation of woods be¬ 
cause of the vital interest they 
have in their expansion. The 
requirements of this industry 
for pulpwood are so great 
that only large-scale planta¬ 
tions will be worth their while. 
This would entail earmarking 
of large forest blocks of 
several thousand hectares 
which can be available only 
in remote hilly areas. 


This is the long-term solu¬ 
tion which will entail acquisi¬ 
tion of such lands and their 
development into forests. In 
the short term, however, a 
beginning should be made to 
encourage farmers to raise 
pulpwood wherever possible. 
Every State has now set up 
its forest development corpo¬ 
ration. Commercial and social 
forestry programmes have 
been launched with l he help 
of financial corporations and 
there is an encouraging res¬ 
ponse in many States from 
farmers to raising eucalyptus 
and other woods. There are 
other crops like kanef which 
can be grown as inter-crop in 
plantations. 

It needs to be stressed that 
paper industry has to compete 
with olher forest based indus¬ 
tries and the requirements of 
the local population. A judi¬ 
cious use of various sections 
of the tree for various needs 


can be evolved in mutual 
cooperation by users rather 
than in competition with one 
another. This requires a well- 
defined policy. 

But the future raw material 
for paper and paper board 
in India lies in agricultural 
residues. These are in the 
main bagasse and wheat and 
rice straw. Bagasse is a 
residue of which most un¬ 
economic use is at present 
being made in lighting the 
furnaces of sugar mills and 
hearths of the village folk. 

India has over 260 major 
sugar mills producing, accord¬ 
ing to one estimate* over 40 
lakh tonnes of bagasse on 
bone dry basis. The use of 
bagasse as raw material for 
paper making has become 
imperative to save our forest 
[ wealth and to make better 
use of this commodity which 
almost goes waste. 


The Government has woken 
to the possibilities of this raw 
materia] for paper and an¬ 
nounced a 100 per cent excise 
duty exemption on paper made 
out of a furnish containing 75 
percent bagasse and above. 
Even this concession has not 
yielded the desired results 
mainly because sugar mills 
are unable to spare bagasse, 
for use as furnish in paper 
manufacture. It was felt that 
if paper manufacturers helped' 
sugar mills to convert their 
boilers from bagasse-fired to 
coal-fircd, the bagasse thus 
saved could be spared fqv 
use in the manufacture 
paper. This could happen if 
ample quantities of coal were 
available without difficulty for 
firing sugar mill boilers. Shor¬ 
tage of coal and transporta¬ 
tion difficulties till the other 
day precluded this possibility 
with the result that fiscal con- 
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Yes, when 

UBV 

manages gour money,.* 

* 

When expert hands at UB1 set youi money in 
motion it gathers handsome interest and brings 
economic benefit to you and the country. Saving 
is paying at UBI—your friendly neighbour. ^ - 

United Bank of India 
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Easterns remained more or 
less infructuous. 

^Except for a few small paper 
ny vt here and there, the com¬ 
bined production of which 
does not come to even ten per 
cent of the total production, 
no major paper project has 
embarked on production with 
bagasse as furnish. However 
a newsprint factory is coming 
up in Tamilnadu which will 
utilise bagasse as its raw mate¬ 
rial. With the easier avail¬ 
ability of coal for use by 
sugar mills, and suitable prod¬ 
ding by the Government, it 
should be possible that more 
more paper mills go to 
sugar areas for raw material 
requirements in exchange for 
assured supplies of coal and 
suitable conversion of boilers 
for the use of coal. In fact, 
sugar and paper factories 
could be set up in close pro¬ 
ximity to enable common use 
df steam and other facilities. 

Bagasse as Furnish 

Sakthi Sugars have already 
been issued a letter of intent 
for setting up a 10,000 ton¬ 
nes capacity paper mill with 
Wgasse as furnish. This 
could set the trend. In fact, 
Mandya National Paper Mills, 
nbw under the management 
of Hindustan Paper Corpora¬ 
tion, did produce quality 
writing and printing paper 
utilising 92 per cent bagasse 
pulp furnish. Twenty years 
ago, Seshasayee Paper and 
Boards Ltd were the pioneers 
in the use of bagasse for the 
manufacture of paper. At 
their cost they installed bojlers 
to supply steam to the Neigh¬ 
bouring sugar mills and took 
bagasse in exchange. 

%ndia produces around 150 
million tonnes of wheat and 
rice straw. It is mainly used 
by cultivators as fodder. Paper 
industry has not so far made 

annual number 1982 


much use of it. There are 
three mills that are at present 
being run with straw as their 
main furnish. One is Auranga¬ 
bad Pulp and Paper Mills 
which uses upto 75 per cent 
straw as raw material. It has 
an annual capacity of 5,000 
tonnes. The other two mills 
which use straw as raw 
material are Rohit Mills with 
20,000 tonnes capacity and 
Amrit Vanaspati Mills with 
10,000 tonnes paper making 
facility. Shreyans Paper Mills 
is warming up to go into pro¬ 
duction soon mainly with 
straw as raw material. 

Viable Proposition 

Paper mills on straw as raw 
material can become viable 
provided they have a captive 
area of around 150 kilometres 
radius. Longer leads make 
transportation costs prohi¬ 
bitive. It is felt that paper 
mills should have at least 30 
tonnes per day capacity to 
make their operation viable 
because of the facility at this 
scale for recovery of costly 
chemicals used in paper mak¬ 
ing operation. This is essen¬ 
tial (1) to reduce the cost of 
production, and (2) to avoid 
environmental pollution which 
has become a major concern 
nowadays. It is suggested 
that mother pulp mills should 
be established on straw as raw 
material with continuous 
pulping facilities of at least 
50 tonnes a day capacity 
which could supply pulp to 
paper makers to be used with 
other raw materials. Pulp 
making mills of larger scale 
would effect economies of 
scale. 

Straw is not considered 
very suitable for paper making 
because of its short fibre qua¬ 
lity, but with proper mix with 
other pulpable fibres it could 
be used more widely as furnish 


if we had mechanised harves¬ 
ting of our crops which pro¬ 
vides facility for baling and 
transportation. But collection 
and transportation are minor 
problems in the face of enor¬ 
mous requirements of raw 
material for paper industry 
which have to be provided for 
in the next few years. Already 
400,000 tonnes of additional 
paper making capacity has 
been licensed in the small 
sector based on straw as 
the main raw material. 

Other secondary sources of 
raw material are jute stalks, 
mesta and a variety of grasses. 
Waste paper, Tags, yarn wastes 
and hosiery cuttings consti¬ 
tute an important source of 
raw material for paper mak¬ 
ing. It is reported that 38 per 
cent of paper supply in Japan 
constitutes of recycled paper 
waste. It is 31 per cent in 
West Germany and 20 per 
cent in the United States. 
The percentage of raw mate¬ 
rial coming from recycled 
waste in our country is esti¬ 
mated at around five per cent. 
Obviously, there are great pos¬ 
sibilities in this source of raw 
material for the paper indus¬ 
try. 

Multipronged Approach 

Thus a multipronged pro¬ 
gramme has to be initiated by 
which all types of pulpable 
resources can be gathered 
for the manufacture of paper. 
Apart from making intensive 
use of bagasse and straw, we 
have to concentrate our efforts 
at raising commercial forests 
to provide raw material for the 
manufacture of paper. It will 
require intensive research be¬ 
fore large-scale plantation of 
fast growing pulpwood species 
is undertaken. Modern tech¬ 
niques of genetic improvement 
of trees will have to be under¬ 
taken by FRl as well as indus¬ 


try to determine best species 
for various soil conditions 
from the Himalayan moun¬ 
tains to the Rann of Kutch to 
develop varieties suitable for 
each region and clime. 

Because of the long gesta¬ 
tion period and uncertainly 
of raw material, investors have 
nor shown much interest in 
the paper industry. Returns 
also are not such as would 
attract large capital. The 
industry is facing obsolescence 
of machinery. Some recent 
additions have been of second¬ 
hand, run-down, machinery 
discarded by technologically 
advanced countries. 

Financial Needs 

Paper is an essential com¬ 
modity of mass consump¬ 
tion. It is imperative that 
the industry has a steady 
growth to meet the demands 
of education and the packag¬ 
ing industry. The Union 
Ministry of Industry has en¬ 
dorsed the plea of the paper 
mills to allow them to avail of 
soft loan from the Indus¬ 
trial Development Bank of 
India (IDBl) for modernisa¬ 
tion of machinery. Con¬ 
sidering that small entrepre¬ 
neurs have been importing 
second-hand machinery which 
only adds to the cost of pro¬ 
duction, the Government of 
India has for the present 
banned import of paper mills 
of 30 tonnes and below per 
day capacity. The import 
of second hand mills with 
capacity above 30 tonnes 
per day arc considered on 
merit. However, import of 
pulp-making plants is freely 
allowed. Only recently two 
mills have been allowed to 
import 50 tonnes per day paper 
manufacturing plants. The 
promoters have undertaken to 
provide finances for the import 
of machinery from their own 
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Til: a growing diversified 
engineering company 


Tube Investments of India Ltd which began 
as a collaboration between TI of UK and 
TI Cycles of India Ltd in 1949, has indeed 
come a long way. Today TII is a growing 
diversified engineering company, manu¬ 
facturing a wide range of quality products 
that cater to a host of industries both in 
India and abroad. 




TI Cycles of India 
Manufactures the famous Hercules, 
Phillips, BSA bicycles. 


Tube Products of India: 

Manufactures a range of ERW and 
CDW precision steel tubes for bicycles, 
automobiles, heavy vehicles, 
boilers and heat exchangers. 




Wright Saddles of India' 

Manufactures ‘Wright* and 
l Brook.N* brands of saddles for 
bicycles 


TI Diamond Chain Ltd - 
The product range is as varied 
•s timing, drive, industrial 
and cycle chains. 



TI Metal Sections : 
Metal Sections for 
everything from rolling 
shutters to auto¬ 
mobiles to electrostatic 
precipitators, and also 
Z-Purlins ,a new 
structural member 
revolutionising the 
construction industry. 


TI Miller. 

Miller is one of India's 
most popular makes 
of cycle, scooter and 
moped lamps. 


Tube Investments of India Limited 

TIAM House 28 Rajaji Road Madras 600001 
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pulp-making plant also has 
been allowed to be imported. 
|V Pulp-making machinery is 
* |1 present being imported but 
paper making machinery is 
available indigenously. Be¬ 
sides, there are a number of 
units which manufacture parts 
and components to order. 
There arc 157 paper mills 
Table II 

Zone-wise capacity of Paper 
and paper Board Industry as 
on 1.1.1982 


Zone 

& 

Annual in¬ 
stalled capa¬ 
city in tonnes 

North Zone 

Uttar Pradesh 

1,32,340 

Haryana 

1,09,500 

Punjab 

50,800 

Chandigarh 

1,500 

Rajasthan 

South Zone 

24,000 

3,18,140 

Andhra Pradesh 

2,65,100 

Karnataka 

1,35,420 

Keiala 

35,700 

. Tamil Nadu 
^ Pondicherry 

94,800 

9,000 

5,40,020 

West Zone 


Gujarat 

1,63,340 

Maharashtra 

2,16,720 

Madhya Pradesh 

1,17,550 

4,97,610 

East Zone 

West Bengal 

2,04,280 

Bihar 

84.0C0 

Orissa 

1,44,500 

Assam 

28,000 


4.60,780 

Grand total 

18,16,550 


ikMm ** the de%hfy today, 
out of which 22 have capacity 
over 20,000 tonnes per year 
and account for over 70 per 
of installed capacity. Ten 
mills have capacities between 
10,000 and 20,000 tonnes per 
annum, the rest are mills with 
small capacities and do not 
contribute much to the coun¬ 
try’s production of paper or 
paperboard. 

Additional capacity oxpect- 
ed to be created during the 
Sixth Plan is estimated at 8 
lakh tonnes of which licences 
have already been issued for 
over 6 lakh tonnes and letters 
of intent for the rest. Ade¬ 
quate arrangements have to be 
made for the assured supplies 
of raw materials and infras¬ 
tructural facilities such as 
coal and railway wagons be¬ 
fore these schemes materialise. 
Both the industry and Govern¬ 
ment have woken upto raw 
material needs for the manu¬ 
facture of paper and paper 
board. 

Captive Forests 

A seminar was ai ranged 
by the Indian Paper 
Makers* Association in New 
Delhi on January 16 and 17 
in which Forest Ministers of 
various States, representatives 
of paper mills and concerned 
officials of the Government of 
India spoke on the problems 
of raw material supplies for 
the paper industry. One of 
the important announcements 
made in his inaugural address 
by the Union Minister for 
Industry was that henceforth 
paper industry might be asso¬ 
ciated with the intensive deve¬ 
lopment of the fast-growing 
species plantations which 
would cater for the raw mate¬ 
rial requirements of paper 
industry. The Principal Chief 
Conservator of Forests, 
Madhya Pradesh, chalked out 


a 10-pofnt programme under 
which the pulp and paper 
industry could participate 
with State Forest Development 
Corporations in executing pro¬ 
jects under joint management 
for raising man-made commer¬ 
cial plantations of quick-grow¬ 
ing trees such as eucalyptus, 
kubabul and other species foi 
the use of the paper industry. 

Though the Government has 
issued a large numbet of licen¬ 
ces to small scale manufac¬ 
turers of pap.T, it is veering 
round to the view that econo¬ 
mies of scale demand that 
large size mills with 250 to 
300 tonnes pei day production 
should be installed. It was 
with this in view perhaps that 
it was decided not to allow 
import of second-hand paper 
mills with less than 50 tonnes 
per day capacity. 

One of the major weaknesses 
of paper industry is lack of 


RAD facilities. To partially 
rectily this lacuna, the Central 
Government has decided to 
take over the Institute of 
Paper and Pulp at Saharanpur 
and convert it into a National 
Institute of Paper Technology 
on the lines of Indian Insti¬ 
tutes of Technology. Paper 
manufuctuiing units will 
be asked to coope ate with the 
institute. It has become neccs* 
sary to develop technology 
and equipment for use of 
medium and short staple fibres 
that are available m abudance 
in the country such as straw, 
grasses and legumes. 

The Government has extend¬ 
ed excise duty rebate to craft 
paper and high stretch paper. 
Duiing the past year facilities 
have been created by two 
manufacturers, M/s Raman 
Board Mills and Press Phan 
Paper and Board Mills for the 
production of paper board for 
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I electrical motors and trans- 
Ifiormers. Manufacture of 
f capacitor and condensor, tis- 
v sue paper is being taken up 
: by Baliarpur Industries in 
; Haryana and Machine Wires 
' Ltd in Himachal Pradesh. 

Newsprint Position 


l During the year just ended, 
j there had been no dearth of 
newsprint in the country. No 
j doubt prices of Nepa Mills 
{ as wel) as impoited newsprint 
| were peiiodically raised, the 
latest increase of Rs 150 p;r 
| tonne in the case of imported 
■ stuff being made tlfcctive 1st 
^January 1982. The current 
; price is ai ound Rs 5950. The 
STC at the moment carries a 
- stock of around 50,000 tonnes 
: of newsprint. 


India’s consumption of 
' newsprint is placed at about 
; 300,000 tonnes a year. Nepa 
V Mills have been producing at 
,■ an average rate of 60,(00 ton- 
nes of newsprint a year. Thus 
i nearly 240,000 tonnes of news- 
\ print had to be imported to 
■ keep the newspaper industry 
v going. But there is good news 
x on this front in that the Kerala 
{ Newspiint Plant as well as the 


newsprint unit of Mysore 
Paper Mills have gone into 
production. Each has a capa¬ 
city of 75,000 tonnes of news¬ 
print per annum. To begin 
with 40,000 tonnes from each 
plant arc expected to be avail¬ 
able during this year raising 
the total availability indige¬ 
nously to 140,0( 0 tonnes. Thus 
around 160,000 tonnes of 
newsprint will still have to be 
imported yearly. This posi¬ 
tion will continue till the 
Tamiloadu newsprint plant of 
80,000 tonnes annual capacity 
goes on stream towards the 
end of the Sixth Plan. By then 
the Kerala and Mysore plants 
will have increased their capa- 


I 
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fcity utilisation Thus, diet 'take India 
taking into consideration the cncy in newsprint, 
normal increase in consumption, The Tamilnadu newsprint country and the third in the 

by the end of the Sixth Plan unit is based on bagasse as its world. On the successful ope- 
the country will be producing raw material. It has already ration of this plant will 
around two-thirds of its re- tied up its requirement of depend the prospects of bag- 
quirements of newsprint, bagasse with various sugar asse being used widely as 
There is no other unit in sight mills in exchange for coal- furnish for the manufacture 
at the moment which could fired boilers and assured of newsprint in the country. 


first such newsprint niftl in the 



V 


Let Us Work fora Just Social 
Order, Possible Only With Unity 
of Purpose & Through 



228 


JANUARY 22, 1982 



Jute in Recession 


R. J. Venkateawnran 


The current year began with 
considerable optimism for 
the jute industry. The task 
force, headed by Mr P.K. 
Kaul, former Commerce Sec¬ 
retary, had gone into various 
aspects of the industry's work¬ 
ing and made several recom¬ 
mendations to enable it to 
improve its viability and stre¬ 
ngthen its capacity to com¬ 
pete effectively in foreign 
markets. The task force sub¬ 
mitted its report in February 
and it was thought that its 
proposals would be implemen¬ 
ted speedily so that, while the 
industry could operate with a 
feeling of confidence, the gro¬ 
wers would get a fair deal 
and the workers also would 
benefit from higher wages 
and better prospects. The 
task force had envisaged the 
formation of a jute board to 
ensure proper coordination 
among the different official 
agencies handling the indus¬ 
try's problems. It had also 
made several suggestions for 
evolving a more realistic pur¬ 
chase policy by the DGSD, 
for augmenting the produc¬ 
tion of raw jute, for improv¬ 
ing workers' productivity, 
and for giving greater en¬ 
couragement to research in the 
field and the factory. 

Heavy Loss 

But New Delhi has been 
far too slow in taking action 
on the recommendations of 
the task force. Meanwhile, the 
industry complained that it 
was losing heavily at the rate 
of Rs 10 crores per month 
because of uneconomic work¬ 
ing. The jute cultivators also 
suffered because of the drastic 
fall in prices and many of 
them had to resort to dis¬ 


tress sales. The workers too 
expressed their resentment at 
the failure of the industry to 
concede their demand for bo¬ 
nus and introduce the revised 
grades and scales of pay 
as well as norms of work-load. 
Thus, at the close of the year, 
an industry of crucial impor¬ 
tance to the country's econo¬ 
my from the point of view of 
earning foreign exchange and 
providing employment to 
several lakhs of people has 
been placed in a critical situa¬ 
tion. West Bengal's Labour 
Minister, Mr Krishna Pada 
Ghosh, said in November 
that the industry could be 
saved only by nationalising it. 
This statement gives some idea 
of the extent to which the 
problems of the industry have 
been allowed to drift. 

Sluggish Demand 


tonne and B. Twills Rs 4120 
per tonne compared to the 
cost of production of Rs 7600, 
Rs 6200, and Rs 4800, res¬ 
pectively. The industry, there¬ 
fore, evolved a scheme to cut 
production over a period in 
order to reduce its losses. But 
due to differences among mills 
its implementation was held 
in abeyance, despite the fact 
that higher production would 
only create more difficulties for 
the industry. The average 
monthly production during this 
year was about 95 000 tonnes. 

The uneconomic working of 
the mills had its adverse re¬ 
percussion on the jute culti¬ 
vators who were unable to 
obtain remunerative prices. At 
one time, raw jute was being 


offered by growers in the 
primary markets at Rs 120. 
Rs 125 per quintal for W jfc 
grade compared to Rs 182 
fixed by the Jute Corporation^ 
of India (JCf). The plight of the 
growers caused a great deal 
of concern especially to 
Government of West Bengal 
although the latter’s bunglitoj^ 
in introducing the scheme bit 
identity cards was also 
ponsible for creating problem^ 
for the JC1 in making its pttfo; 
chases Last year the 
bought about 110,000 batoj^j 
This year the target was 
at 210,000 bales, representing 
25 per cent of the total 
duetion. But the Indian 
Development Council, at "im 
meeting in Calcutta 


f 



With best wishes 


For the jute industry this has \ 
been a year of recession rather \ 
than of recovery. By the be- \ 
ginning of November, the \ 
industry was reported to be \ 
holding finished goods of over \ 

1,60,000 tonnes valued at < J f| 

about Rs 75 crores. The slug- -f M 

gish demand from foreign and ■ 
domestic sources created sc- \ 
rious problems for the industry. \ 

The announcement of cash * 
incentives for export in Sep- jj 
tember did not have the desired | 
effect in stimulating exports f 
while the erratic purchases by I 
the DGSD proved unhelpful | 
to the industry to plan its pro- | 
duetjon on a long-term basis. | 

Many mills incurred large f 
losses due to the fall in prices. | 

Towards the end of November 
and the beginning of December, | 
carpet backing cloth was being f 
sold at about Rs 6000 per | 
tonne, hessian Rs 4980 per 
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November 11, recommended 
that the JO should mop up at * 
least 40 per cent of the total 
production of jute so as to 
ensure remunerative prices to 
the cultivators. The Council 
also suggested that the pri¬ 
vate mills should enter the 
raw jute market in a bigger 
jimy. But the mills' point of 
yiew was that because of 
.financial constraints they were 
finable to provide effective 
price support to the growers. 
It is, however, encouraging 
to find that greater attention 
J : is now being given to improve 
the quality of raw jute. The 
\Chairman of the Indian Jute 
'Development Council, Mr 
Ataur Rahman, said recently 
*that about 40 per cent of the 
total raw jute produced in the 
icountry consisted of fibres of 
grade I to grade IV which, he 
Jfelt, should fully meet the 


needs of the industry. But it is 
not clear to what extent the 
industry agrees with this view. 

Meanwhile, workers of the 
jute industry have announced 
their intention to intensify 
their struggle for realising their 
demands. At a convention of 
jute workers held in Calcutta 
on December 6, eight central 
trade unions decided to lauch 
an indefinite strike in February 
1982. The convention adopted 
a resolution, strongly criti¬ 
cising not only the IJMA but 
also the State Government for 
not taking effective steps to 
persuade or pressurise the 
millowncrs to pay 20 per cent 
bonusand to introduce the gra¬ 
des of pay recommended by a 
committee set up under official 
auspices. Whether the strike 
will materialise or not, the 
threat itself will create consi¬ 


derable uncertainty among 
buyers in foreign countries. 
Competition to Indian jute 
goods has recently become 
more severe both from synthe¬ 
tic substitutes and Bangladesh 
and, at this juncture, disrup¬ 
tion of supplies will seriously 
affect the industry’s attempts 
to recapture its lost markets 
and strengthen its hold in the 
existing ones. 

Efforts continued to be made 
during the year under review 
to brighten the world outlook 
for jute by reducing tariff 
barriers and providing techni¬ 
cal and other forms of assis¬ 
tance for increasing pro¬ 
ductivity and promoting the 
consumption of jute. India can 
take full advantage of these 
developments only if the in¬ 
dustry can improve its financial 
position and plan its future 


fortunate that at this time the 
IJMA has been weakened by 
the resignation of the mills 
under the National Jute Manu¬ 
facturing Corporation and 
dissensions among its members. 
The IJMA should be able to 
speak with one voice at least 
on major policy issues so that 
it can carry greater weight 
both in New Delhi and in the 
various international forums. 


When the industry is facing 
many complicated problems 
and has to face the challenge 
from more resourceful rivals, 
it is an advantage to the Go- * 
vernment also that the IJMA 
should remain strong and be 
capable of playing its role 
effectively as a responsible and 
representative organisation of 
the jute mills in the country. 
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For the Indian tea industry, 
the current year has been one 
of considerable anxiety and 
uncertainty. High hopes were 
raised that, as a result of the 
national conference on tea held 
in New Delhi in August, the 
industry would be able to de¬ 
rive some substantial reliefs 
to enable it to increase pro¬ 
duction, reduce costs and pro¬ 
mote exports. It was atten¬ 
ded by the representatives of 
the Central and the State Go¬ 
vernments and the tea industry 
and several specific recommen¬ 
dations were made to remove 
the disincentives and provide 
an impetus to growth. But the 
outcome of the discussions has 
been disappointing. The Union 
Commerce Minister, Mr 
Pranab Mukherjee, told the 
industry in Calcutta on 
November 13: “I am happy to 
inform you that, in pursuance 
of these recommendations, 
the Central Government has 
announced concessions in ex¬ 
cise duty which will benefit 
both exporters and producers 
of tea”. But the fact was that 
these reliefs were meagre and 
would benefit only a few mer¬ 
chant-exporters. 

Follow-up Action 

The Union Commerce Secre¬ 
tary, Mr Abid Hussain, disclo¬ 
sed in Calcutta on November 
10 that he proposed to 
constitute a working group 
consisting of the nominees of 
the Ministries of Finance, 
Shipping and Transport, Rail¬ 
ways, the State Governments 
concerned, and the tea industry 
to suggest how appropriate 
follow-up action was to be 
taken on the proposals made 

1982 
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Tea 


R. J. Venkateswaran 


at the national conference on 
tea. But past experience does 
not encourage optimism as 
a result of the deliberations of 
this working group. 

The Ministries of Finance 
and Commerce are still unable 
to agree even on major issues 
relating to the development of 
the tea industry. For example, 
a substantial across-the-board 
cut in the excise duty on all 
the zones would have provided 
a strong incentive. But this has 
not been granted. The revival 
of the scheme for giving 
excise rebate on 25 per 
cent excess production, which 
was in force till March 
31, 1979, has been recommen¬ 
ded by an official committee. 
But the Finance Ministry does 
not seem inclined to consi¬ 
der this proposal favourably. 

Revenue Consideration 

It is therefore hardly sur¬ 
prising that some State Go¬ 
vernments have also been re¬ 
luctant to forego the revenue 
they derive from the tea in¬ 
dustry. The West Bengal Go¬ 
vernment has not agreed to 
reduce or remove the pro¬ 
duction cess which is levied at 
the rate of Rs 5 per kg on 
all tea sales except those sold 
at the Calcutta and Siliguri 
auctions. The industry has 
drawn attention to the adverse 
impact caused by this levy 
by depressing prices. The Go¬ 
vernments of Kerala and 
Tamil Nadu, however, have 
shown some gesture by reduc¬ 
ing the sales tax. 

Tea production in the cur¬ 
rent year has been at a much 
lower level than in 1980. In 


January-August 1981 pro¬ 
duction was estimated at 
342.0 million kgs compared 
to 358.9 million kgs in the 
similar period of the previous 
year. It may be recalled that 
in 1978 the output of tea stood 
at 563.9 million kgs but dec¬ 
lined to 552.0 million kgs in 
1979. In the next year pro¬ 
duction was higher at 575.0 
million kgs. During the whole 
of 1981, the total production 
is likely to be lower by about 
20 million kgs as compared to 
the previous year. 

But, despite the fall in 
production, the prices have 
shown hardly any improve¬ 
ment. The average price of 


teas sold through Calcutta 
auctions in January-Septem- 
ber 1981 was Rs. 15.12 per kg 
against Rs. 15.32 in the same; 
period of 1980, in Cochin:; 
auctions Rs 13.14 against ; 
Rs. 13.19, and in the London^ 
auctions Rs 17.66 against); 
Rs 17.74. At the same tim^f; 
the industry's costs of pro* ■ 
duction have continued tp/ 
maintain a sharply rising:; 
trend. As the industry has toV 
achieve a production target 
1400-1500 kgs by the turtif 
of the century, it is necessary^ 
that the official policies should! 
be so framed as to enable itt$f 
obtain the necessary facilities! 
and resources. Mr PranatjbS, 
Mukherjee recently expressed! 
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the past several months has 
kept face with our expecta¬ 
tions**. But, as Indian tea has 
to meet greater challenge from 
other producers and other bever¬ 
ages, there is an urgent need to 
improve its competitive capa¬ 
city. The Commerce Ministry 
had recently set up two panels 
to draw up the export strategy 
for bulk tea as well as for value 
added teas. The panels have 
made several useful sugges¬ 
tions which would help India 
develop and diversify its ex¬ 
port markets and augment the 
earnings of foreign exchange. 
But the Government should 
act quickly in implementing 
these proposals. Speed is all 
the more essential since our 
quota under the International 
Tea Agreement would depend 
to a large extent on our export 


that the production of tea had 
doubled in the last two decades 
^Without any substantial addi- 
| tljpn to the land under tea. He 
said that “this demonstrates 
the intrinsic strength of the 
industry to pool its resources 
for achieving the national 
goals”. But the industry cannot 
continue to show this strength 
in the face of heavy taxation 
and rising costs of produc¬ 
tion. 

The Tea Board has esti¬ 
mated that 52,000 hectares of 
land can be brought under 
.tea in North India and 15,000 
•hectares in South India, ad¬ 
jacent to the existing gardens. 
But the availability of land by 
itself will not help the industry 
to achieve the production 
target without enabling it to 
raise the necessary funds which 


per year. 

The official policy towards 
the tea industry both at the 
national and the State level 
therefore has to be more prag¬ 
matic so that it can produce 
all the tea we need for domes¬ 
tic consumption and for ex¬ 
port. The per capita consump¬ 
tion in India continues to be 
small at 0.5 kg. There is great 
scope for increasing this level 
of consumption and also for 
promoting exports to far 
higher levels. Exports in 1980- 
81 amounted to 234.3 million 
kgs valued at Rs 424.5 crores 
compared to 210.6 million kgs 
worth Rs 369.4 crores in the 
preceding year. Mr Pranab 
Mukherjee has expressed opti¬ 
mism in regard to exports in 
the current year. He said in 
Calcutta on November 13 that 


ijttrfcumance in the current; 

year. 

India's share in world tea 
exports declined front, 45 per 
cent in 1951 to 24 per cent in 
1979 and that of Sri Lanka, 
from 30 per cent to 22 per 
cent. On the other hand, in the 
same period, the share of East; 
Africa went up from 3 per 
cent to 17 per cent, of China 
from 2.8 per cent to l&J 
percent and other producing'* 
countries from 19 per cent; 
to 22 percent. India’s shard; 
in the world production ofr 
tea was 30 per cent in 197$; 
compared to 43 per cent jiL 
1951. Both the Government 
and ti c lea industry in India 
therefore have to work in cJ<K 
scr cooperation with each otfad^; 
in order to increase production 
and export. 
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A Statistical Profile 


r ational Income 


Growth of Indian National Product: 1948-49 to 1980-81 

(Aggregate and Per Capita : Gross and Net) 

(At Current and Constant 1970-71 Prices) 


Period/Plan/Year Gross National Net National Piodnet Estima f cd Per Capita GNP Per Capita Income 

Product (GNP) at Factor Cost Popula- (Rupets) (Rupees) 

at Factor Cost (*= National Income) tion --— - - -— — —---* 


• 


(Rs. ciores) 

At At 

Current 1970-71 

Prices Prices 

(Rs. 

At 

Current 

Prices 

crons) 

At 

1970-71 

Prices 

(Million) 

At 

Current 

Prices 

Al 

1970-71 

Prices 

At 

Current 

Prices 

At 

1970-71 

Prices 

Post-Independence 

!948-49 
1949-50 




16,355 

16,744 

350,4 

354.8 




466.8 ’ 

471.9 

Pre-Plan 

1950-51 

9J57 

17,469 

8,833 

16.731 

359.3 

254.9 

486.2 

245,8 

465,7 

First Plan 

1951-52 

9,515 

17,841 

9,156 

17,086 

365 

260.7 

488,8 

250.8 

468.1 i 


1952-53 

9,324 

18,483 

8,935 

17,699 

372 

250.6 

496.9 

240.2 

475.8 i 


1953-54 

9,993 

19,660 

9,601 

18,854 

379 

263,7 

518.7 

253.3 

497.5 


1954-55 

9,174 

20,190 

8,745 

19,328 

386 

237.7 

523.1 

226.6 

500.7 


1955-56 

9,720 

20,854 

9,272 

19,953 

293 

247.3 

530.6 

235.9 

507.7 f 

Second Plan 

1956-57 

11,2C9 

21,988 

10,723 

21,046 

401 

279.5 

548.3 

267.4 

524.8 '* 

- 

1957-58 

11,237 

21,593 

10,701 

20,587 

409 

274.7 

527.9 

261.6 

503.3 ; 


1958-59 

12,650 

23,413 

12,023 

22,329 

418 

302.6 

560.1 

287.6 

534.2 

532.3 t 


1959-60 

13,090 

23,802 

12,429 

22,676 

426 

307.3 

558.7 

291.8 


1960-61 

13,999 

25.424 

13,263 

24,250 

434 

322.6 

585.8 

305.6 

558.8 

563.9 ■{ 

Third Plan 

1961-62 

14,799 

26,293 

13,987 

25,039 

444 

333.3 

592.2 

315.0 


1962-63 

15,727 

26,834 

14,795 

25,414 

454 

346.4 

591.1 

325.9 

559.8 5 


i 963-64 

17,978 

28,210 

16,977 

26,746 

464 

387.5 

608.0 

365.9 

576.4 1 

f 

1964-65 

21,113 

30,399 

20,001 

28,808 

474 

445.4 

641.3 

422.0 

607.8 


1965-66 

21,866 

28,791 

20,637 

27,103 

485 

450.8 

593.6 

425.5 

558.8 

Annual Plans 

1966-67 

25,250 

29,081 

23,848 

27,298 

495 

510.1 

587.5 

481.8 

551.5 

* 

1967-68 

29,612 

31,590 

28,054 

29,715 

506 

585.2 

624.3 

554.4 

587.3 > 


1968-69 

30,293 

32,460 

28,607 

30,513 

518 

584,8 

626.6 

552.3 

589.1 

Fourth Plan 

1969-70 

33,521 

34,518 

31,606 

32,408 

529 

633,7 

652.5 

597.5 

612.6 '■ 


1970-71 

36,452 

36,452 

34,235 

34,235 

541 

673.8 

673,8 

632.8 

632.8 ?. 


1971-72 

38,972 

37,000 

36,573 

34,715 

554 

703.5 

667.9 

660.2 

626.6 i 


1972-73 

42,939 

36,599 

40,270 

34,191 

566 

758.6 

646.6 

711.5 

604.1 ,/ 

4 

1973-74 

53,447 

38,410 

50,424 

35,967 

579 

923.1 

663.4 

870.9 

621.2 

Fifth Plan 

1974-75 

62.972 

38,857 

59,446 

36,502 

591 

1,065.5 

657.5 

1,005.9 

617.6 


1975-76 

66,193 

42,586 

62,139 

40,079 

604 

1,095.9 

705.1 

1,028.8 

663.6 


1976-77 

71,826 

43,234 

67,362 

40,606 

616 

1.166.0 

701.9 

1,093.5 

659.2 


1977-78(P) 

81,105 

46,884 

76,109 

44,090 

629 

1,289.4 

745.4 

1,210.0 

701.0 : 

Base Year for the 

J978 79{P) 

86,927 

49,646 

81,228 

46,636 

641 

1,356.1 

774.5 

1,267.2 

727.6 4 

v Sixth Plan 
* Sixth Plan 

1979-80(0) 

96,850 

47,407 

90,173 

44,328 

654 

1,480.9 

724.9 

1,378.8 

677.8 

1980-81 (T) 

118,157 

50,725 

110,001 

47,431 

684* 

1,727.4 

741.6 

1,608.3 

693.4 : 

1 


(P) ^Provisional. (Q)--=Quick estimates. (T) =»Tcntative estimates. ^Population relates to the 1981 census. 

Source : Central Statistical Organisation, Department of Statistics, Ministry of Planning, Government of India 
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& 


The most vital sectors of 
the economy depend on ... 

yftveai precision 

ENGINEERING EQUIPMENT 

When Triveni made pioneering advances in 
commissioning some of the major sugar plants in 
India, it was only the first step. Today, Triveni's 
engineering skills extend to several vital 
sectors—through units at Naini, Bangalore, 
Mathura and Mysore, where equipment 
manufacture is making history. 

Metallurgical Machinery (Ore 
Beneficiation) 

India's first (and the world's largest) rock 
phosphate beneficiation plant has been designed 
and manufactured by Triveni for ihe Rajasthan 
State Mines and Minerals Ltd. The Company 
manufactures allied machinery like DR-300 
Flotation Machines and a wide range of other 
process equipment. 

Hydraulic Equipment 

High pressure hydraulic systems are Triveni's 
speciality. Designed and manufactured to 
specification for various industrial applications. 

Steam Turbines 

Triveni's expertise in turbine technology proved 
itself with the indigenous manufacture of 
machines for steel, aluminium, chemical, petro¬ 
chemical, oil, fertiliser, paper and several vital 
industries. 

Triveni today caters to vital 
needs of a growing industrial 
economy 


/ 


the Mrnreni engineering works limited 

M 2nd Floor, Kailash Building 

26 Kasturba Gandhi Marg, New Delhi 110 001 
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(Sroivfli of Gross Rid Notional Prodoctat Factor Cost by Major Sectors; 1950-51 to 1980-81 
(Since the Commencement of the Planning Era, Plan-wise) 

(At Constant 1970-71 Prices) 

(Amounts in Rs crores unless otherwise indicated) 


Period/Plan/Year Gross Domestic Product (GDP) at Factor Cost Net Total Esti- Per 

-,.l------ Factor Gross mated Capita 




Primary 


Secondary 


Tertiary Total 
GDP 

at 

Factor 

Cost 

'i: 

Income 
from 
abj oad 

National 
Product 
(GNP) 
at fac¬ 
tor Cost 

16) 

(4+5) 

Popu- GNP 
lation (at 

(Mil- Cons, 
lion) tant 
1970- 
71 

Prices) 

(Rupees) 

Total 

Of which: 
Agri¬ 
culture 

Total 

Of which: 

Manufacturing 

Total Ofwhici 
Regis¬ 
tered 

► 


(i) 

(la) 

(2) 

(2a) 

(2a.1) 

(3) 

(4) = (1 + 
2+3) 

(5) 

(7) 

(8)» 

(6)/(7) 

Pre-Plan 

1950-51 

10,453 

10,004 

2,538 

1,750 

955 

4,545 

17,536 

- 67 

17,469 

359 

486.6 

First Plan 

1951-52 

10,639 

10,167 

2,514 

1,800 

980 

4,730 

17,883 

-42 

17,841 

365 

488.8 


1952-53 

11,183 

10,722 

2,520 

1,850 

984 

4,814 

18,517 

34 

18,483 

372 

496.9 


1953-54 

12,047 

11,591 

2,674 

1,981 

1,031 

4,967 

19,688 

- 28 

19,660 

379 

518.7 


1954-55 

12,106 

11,691 

2,912 

2,136 

1,149 

5,212 

20,233 

—43 

20,190 

386 

523.1 


1955-56 

12,123 

11,599 

3,229 

2,309 

1,286 

5,518 

20,870 

-16 

20,854 

393 

530.6 

Second Plan 

1956-57 

12,731 

12,179 

3,517 

2,493 

1,427 

5,765 

22,013 

-25 

21,988 

401 

548.3 


1957-58 

13,136 

11,554 

3,508 

2,585 

1,489 

5,987 

21,631 

-38 

21,593 

409 

527.9 


1958-59 

13,443 

12,845 

3,730 

2,697 

1,522 

6,292 

23,465 

-52 

23,413 

4J8 

560.1 


1959-60 

13,261 

12,625 

3,996 

2,883 

1,663 

6,637 

23,894 

-92 

22,802 

426 

558.7 


1960-61 

14,078 

13,395 

4,413 

3,135 

1,858 

7,043 

25,534 

-110 

25,424 

434 

585.8 

Third Plan 

1961-62 

14,217 

13,500 

4,774 

3,435 

2,064 

7,449 

26,440 

— 147 

26,293 

444 

592.2 


1962-63 

13,916 

13,169 

5,175 

3,771 

2,334 

7,912 

27,003 

—169 

26,834 

454 

591.1 


1963-64 

14,296 

13,500 

5,667 

4,080 

2,548 

8,417 

28,380 

—170 

28,210 

464 

608.0 


1964-65 

15,569 

14,753 

6,120 

4,402 

2,786 

8,928 

30,617 

—218 

30,399 

474 

641.3 


1965-66 

13,559 

12,643 

6,297 

4,456 

2,875 

9,167 

29,023 

- 232 

28,791 

485 

593.6 

Annual Plans 

1966-67 

13,431 

12,474 

6,392 

4,398 

2,788 

9,484 

29,307 

—226 

29,081 

495 

587.6 


1967-68 

15,405 

14,441 

6,626 

4,477 

2,780 

9,837 

31,868 

-278 

31,590 

506 

624.3 


1968-69 

15,506 

14,539 

6,934 

4,678 

2,920 

10,285 

32,725 

- 265 

32,460 

518 

626.6 ' 

Fourth Plan 

1969-70 

16,472 

15,477 

7,528 

5,179 

3,361 

10,802 

34,802 

-284 

34,518 

529 

652.5 


1970-71 

17,802 

16,778 

7,594 

5,223 

3,406 

11,340 

36,736 

- -284 

36,452 

541 

673.8 


1971-72 

17,724 

16,661 

7,792 

. 5,367 

3,465 

11,797 

37,313 

—313 

37,000 

554 

667.9 


1972-73 

16,690 

15,601 

8,607 

5,590 

3,607 

12,153 

36,910 

—31J 

36,599 

566 

646.6 


1973-74 

17,895 

16,805 

8,185 

5,861 

3,805 

12,566 

38,646 

—236 

38,410 

579 

663.4 

Fifth Plan 

1974-75 

17,599 

16,462 

8,277 

5,999 

3,829 

13,103 

38,979 

—122 

38,857 

591 

657.5 


1975-76 

19,850 

18,626 

8,727 

6,123 

3,872 

14,100 

42,677 

—91 

42,586 

604 

705.1 


1976-77 

18,842 

17,564 

9,611 

6,701 

4,324 

14,866 

43,319 

—85 

43,234 

616 

701.9 


1977-78(P) 

20,860 

19,574 

10,301 

7,129 

4,592 

15,812 

46,973 

—89 

46,884 

629 

745.4 


1978-79(P) 

21,231 

19,874 

11,619 

8,141 

5,345 

17,073 

49,723 

—77 

49,646 

641 

774.5 

Base Year for the 













Sixth Plan 

I979-80(Q) 18,799 

17,470 

11,110 

7,984 

5,245 

17,562 

47,471 

-64 

47,407 

654 

724.9 


1980-8 l(T) 






50,794 


50,725 

684 

741.6 


(P)=Provisional. (Q)»Quick estimates. (T)=Tentative estimates. 


Source: Central Statistical Organisation, Department of Statistics, Ministry of Planning, Government of India. 
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USSR SHOWROOM 


at 


T ’S/ 


\D4, South Extension, Part ft 

NEW DELHI/ 

Displaying 


LATEST RANGE OF MACHINERY 
. / from 

SOVIET EXPORT ORGANISATIONS 



Largest exporter* of Soviet Oilfield. 
Building, Metal-processmg 
and Mining equipment. 
Excavators and Cr 


ELECTRONOROTECHNICJI 

Exporters of Computers, 
Computer Components and 
Electronics goods. 


TECHMASREXPORT 

Exporters Of 

equipment fur flour Mills 
including Sifters. Grinding and 
Ctooming Machines, Bucket Grain 
Elevators Rolls for Roller Mills* 
all kinds of Textile Machinery, 



For detailed information phase contact: ■* — ~~ 

TRADE REPRESENTATION OF U.S.S.R. IN INDIA 

New Delhi-Ill , Pin No C & 7 Block SO-C, Nyaya Marg Chanakyapun Calcutta 27 7, Alipur Avenue 

Bombay 2b : 46. Dr G Doahmukh Marg Avanlika Madras IB 4. C^rivt-iph Road. Jeynainpet 
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to 1980-81 



(Post Independence Period, Plan-wise) 
(at Constant 1970-71 Prices) 


(Amount is Rs crores unless otherwise indicated) 


Period/Plan/Year , Net Domestic Product (NDP) at Factor Cost Net Total Esti- Per 

-------■ — Factor Net mated Capita 

Primary Secondary Tertiary Total Income Na- Popu- NNP 

—--—-—- NDP from tional lation ( = Per 

Total Of which: Total Of which: at Abroad Product (Mil- Capita 

- - - Fac- (NNP) lion) Income) 

Agriculture Manufacturing tor at Fac- (Rupees) 

---— cost tor Cost 


* 





Total 

Of which: 
Registered 



(-National 

Income) 




(0 

(la) 

(V 

(2a) 

(2a. 1) 

(3) 

(4) -- 

(?) 

(*>“ 

(7) 

(8)- 

u____ 








(1 + 2 + 3) 


(4 + 5) 


(6)/(7) 

.jr - 

Post-Independence 

1948-49 

10,074 

9,695 

2,437 

1,726 

932 

3,911 

16,422 

- 67 

16,355 

350.4 

466.8 


1949-50 

10,325 

9,928 

2,449 

1,699 

907 

4,037 

16,811 

— 67 

16,744 

354.8 

471.9 

Pre-Plan 

1950-51 

10,294 

9,859 

2,441 

1,674 

899 

4,063 

16,798 

■ - 67 

16,731 

359.3 

465.7 i 

First Plan 

[951-52 

10,469 

10,013 

2,420 

1,727 

928 

4,239 

17,128 

- 42 

17,086 

365 

468.1 


1952-55 

11,002 

10,560 

2,416 

1,767 

924 

4,315 

17,733 

-■ 34 

17,699 

372 

475.8 


1953-54 

11,857 

11,419 

2,566 

1.891 

966 

4,459 

18,882 

— 28 

18,854 

379 

497.5 


1954-55 

11,886 

11,417 

2,792 

2,039 

1,077 

4,693 

19,371 

- 43 

19,328 

386 

500.7 


1955-56 

11,888 

11,383 

3,094 

2.202 

1,205 

4,987 

19,969 

- 16 

19,953 

393 

507.7 4 

* Second Plan 

1956-57 

12,484 

11,953 

3,361 

2,371 

1,333 

5,226 

21,071 

25 

21,046 

401 

524.8 . 


1957-58 

11,881 

11,321 

3,328 

2,440 

1,372 

5,416 

20,625 

- 38 

20,587 

409 

503.3 < 


1958-59 

13.178 

12,604 

3,524 

2,534 

1,388 

5,679 

22,381 

- 52 

22,329 

418 

534.2 


1959-60 

12,974 

12,364 

3,767 

2,699 

1,510 

6,027 

22,768 

- 92 

22,676 

426 

532.3 ? 


1960-61 

13,797 

13,143 

4,138 

2,918 

1,674 

6,425 

24,360 

—110 

24,250 

434 

558.8 ? 

Third plan 

1961-62 

13,922 

13,234 

4,444 

3.176 

1,841 

6,820 

25,186 

—147 

25,039 

444 

563.9 , 


1962-63 

13,590 

13,875 

4,735 

3.417 

2,017 

7,258 

25,583 

-- 169 

25,414 

454 

559.8 ‘ 


1963-64 

13,964 

13,204 

5,207 

3,715 

2,222 

7.745 

26,916 

- 170 

26,746 

464 

576.4 i 

T 

1964-65 

15,207 

14,429 

5,597 

3,992 

2,416 

8,222 

29,026 

-218 

28,808 

474 

607.8 ( 


1965-66 

13,154 

12,279 

5,737 

4,018 

2,477 

8.444 

27,335 

-232 

27,103 

485 

558.8 

Annual Plans 

1966-67 

12,999 

12.084 

5,800 

3,943 

2,313 

8,725 

27,524 

- 226 

27,298 

496 

551.8 V ; 

* 

1967-68 

14,966 

14,043 

5,986 

3,99 3 

2,338 

9,041 

29,993 

-278 

29,715 

506 

587.3 


1968-69 

15,039 

14,121 

6,259 

4,1X1 

2469 

9,480 

30,778 

- 265 

30,513 

518 

589.1 

Fourth Plan 

1969-70 

15,979 

15,034 

6,743 

4,594 

2,855 

9.967 

32,692 

— 284 

32,408 

529 

612.6 ' 


1970-71 

17,307 

16,354 

6,790 

4,619 

2,874 

10,422 

34,519 

- 284 

34,235 

541 

632.8 : 


1971-72 

17,199 

16,209 

6,961 

4,750 

2,923 

10,868 

35,028 

-313 

34,715 

554 

626.6 


1972-73 

16,129 

15,118 

7,212 

4,954 

3,049 

11,161 

34,502 

-311 

34,191 

566 

604.i ; 


1973-74 

17,317 

16,298 

7,362 

5,252 

3,277 

11,524 

36,203 

-236 

35,967 

579 

621.2 

Fifth Plan 

1974-75 

16,998 

15.934 

7,541 

5,468 

3,388 

12,085 

36,624 

.122 

36,502 

591 

617.6 


1975-76 

19,215 

18.078 

7,926 

5,553 

3,396 

13,029 

40,170 

— 91 

40,079 

604 

632.6 


1976-77 

18,179 

16,998 

8,745 

6,073 

3,795 

13,767 

40,691 

-• 85 

40,606 

616 

659.2 


I977-78(P) 

20,156 

18,974 

9,348 

6,432 

4,001 

14,675 

44,179 

- 89 

44,090 

629 

701.0 


1978-79(P) 20,496 

19,244 

10,353 

7,329 

4,649 

15,864 

46,713 

- 77 

46,636 

641 

727.6 * 

Base Year for 













the Sixth Plan 

1979-80(Q) 18,018 

16,793 

10,068 

7,189 

4,564 

16,306 

44,392 

- 64 

44,328 

654 

677.8 

^ Sixth Plan 

1980-81(T) 







47,499 


47,431 

684 

693.4 


(P)= Provisional (Q) - Quick estimates. (T)=Tentative estimates. 

Source: Central Statistical Organisation, Department of Statistics, Ministry of Planning, Government of India. 
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THE TECHNOLOGISTS’ 




That's one way of describing 
the broad spectrum of lOL's 
technologies. 

The technologists' supermarket 
is IOL where under one roof a 
wide range of products and 
services are available. 

lOL's technological hamper 
includes gases for anaesthesia, 
welding, cutting, inerting, 
cryogenic applications and 
furnace enrichment; special 
gases for the electronics 
industry, for diving and off-shore 
operations, for metallurgy, 
calibration of instruments and 
research; anaesthetic equipment 
welding and cutting equipment 
and consumables of every kind 
to meet needs as diverse as 


those from the wayside welder 
to the shipbuilder, the small 
tool manufacturer, the giant heavy 
engineering sector, petrochemical, 
fertiliser and refinery complexes 
plus entire gas plants, associated 
cryogenic equipment; and liquid 
oxygen explosives for mining. 


IOL 



Backing this hardware Is a 

package of services-consultancy 
and advisory, after- sales, and 
training. 

lOL's leadership in alt its 
activities is the leadership of 
technology. Cross-fertilising 
latesttrands with existing know¬ 
ledge to breed a new genera¬ 
tion of products and services. 
Forffograea. 


m .Vi i »■iT> 



Indian 

Oxygen 

Limited 


IOL offers the best in technology 
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Ratio of Domestic Savings and Capital Formation in the Indian Economy : 1950-51 to 1979-80 


(Since the Commencement of the Planning Era, till date, Planwise) 
(At Current Prices) 


(Amounts in R$ crores) 


Domestic Saving 1 Net Domestic Capital Domestic Pro- Rate of Saving 3 Rale of Capital 
-Capital Formation 2 duction at Mar-- Formation* 




Gross 

Net 

Inflow/ 

outflow 

Gross 

Net 

- ket P 

‘rices 

Gross 

Net 

Gross 

Net 











(la) 

(ib) 

(2) 

(3a)» (3b)- Gross 

(la + 2) (lb 4 2) (4a) 

Net 

(4b) 

(5a) = 

<1^100 

(4a) 

(5b- 

li b ->x.00 

(4b) 

(6a)- 

—^x!00 
(4a) 

(6b)= 

i 3b) xl<X> 

(4b) 

Pre-Plan 

1950-51 

975 

651 

(-- )21 

954 

630 

9,564 

9,240 

10.2 

7.0 

10.0 

6.8 

First Plan 

1951-52 

1,005 

646 

183 

1,188 

829 

10,021 

9,662 

10.0 

6.7 

11.9 

8.6 


1952-53 

806 

417 

(- 134 

772 

383 

9,759 

9,370 

8.3 

4.5 

7.9 

4.1 

P 

1953-54 

922 

530 

<->J3 

909 

517 

10,451 

10,059 

8.8 

5.3 

8.7 

5.1 


1954-55 

1,054 

625 

16 

1,070 

641 

9,684 

9,255 

10.9 

6.8 

11.0 

6.9 


1955-56 

1,430 

982 

39 

1,469 

1,021 

10,261 

9,813 

13.9 

10.0 

14.3 

10.4 

Second Plan 

1956-57 

1,599 

1,113 

360 

1,959 

1,473 

11,816 

11,330 

13.5 

9.8 

16.6 

13.0 


1957-58 

1,370 

834 

473 

1,843 

1,307 

11,986 

11,450 

11.4 

7.3 

15.4 

J1.4 


1958-59 

1,409 

782 

376 

1,785 

1,158 

13,438 

12,811 

10.5 

6. 1 

13.3 

9.0 


1959-60 

1,765 

1,104 

231 

1,996 

1,335 

13,979 

13,318 

12.6 

8,3 

14.3 

10.0 


1960-61 

2,063 

1,327 

481 

2,544 

1,808 

15,018 

14,182 

13.7 

9.3 

16.9 

12.7 

Third Plan 

1961-62 

2,093 

1,281 

345 

2,438 

1,626 

15,977 

15,165 

13.1 

8.4 

15.3 

J0,7 


1962-63 

2,476 

1,544 

440 

2,916 

1,984 

17,099 

16,167 

14.5 

9.6 

17.1 

12.3 


1963-64 

2,826 

1,825 

440 

3,266 

2,265 

1 9,656 

18,655 

14.4 

9.8 

16.6 

12,1 


1964-65 

3,135 

2,023 

600 

3,735 

2,623 

23,044 

21,932 

13.6 

9.2 

16.2 

12.0 


1965-66 

3,791 

2,562 

599 

4,390 

3,161 

24,112 

22,883 

15.7 

11.2 

18.2 

13.8 

Annual Plans 

1966-67 

4.514 

3,1 12 

923 

5,637 

4.035 

27,662 

26,260 

16.3 

11.9 

19.7 

15.4 


1967-68 

4,497 

2,939 

837 

5,334 

3,776 

32,194 

30,736 

13.9 

9.6 

16.5 

12.3 


1968-69 

4,697 

3,011 

410 

5,113 

3,427 

33,279 

31,593 

14.1 

9.5 

15.4 

10.8 

Fourth Plan 

1969-70 

6,044 

4,129 

24! 

6.285 

4,370 

36,851 

34,936 

16,4 

11.8 

17.1 

12.5 

1970-71 

6,783 

4,566 

394 

7,177 

4,960 

40,263 

38X46 

16.8 

12.0 

17.8 

13.0 


1971-72 

7,498 

5,099 

478 

7,976 

5,577 

43,356 

40,957 

17.3 

12.4 

18.4 

13.6 


1972-73 

7,769 

5,100 

297 

8.066 

5,397 

47,865 

45,196 

16.2 

11.3 

16.9 

11.9 


1973-74 

11,392 

8,369 

392 

11,784 

8,761 

58,940 

55,917 

19.3 

15.0 

20.0 

15.7 

Fifth Plan 

1974-75 

12.653 

9,J27 

653 

13,306 

9,780 

69,595 

66,069 

18.2 

13.8 

19,1 

14.8 

1975-76 

14,842 

10,788 (- 

— )J 17 

14,725 

10,671 

74J62 

70,108 

20.0 

15.4 

19.9 

15.2 


1976-77 

17,738 

13,274 (~ 

~) 1,309 

16,429 

11,965 

80,594 

76,130 

22.0 

17.4 

20.4 

15.7 


1977-78 

19,498 

14,502 (- 

-) 1,465 

18,033 

13,037 

90,213 

85,217 

21.7 

17.0 

20.0 

15.3 


1978-79 

23,376 

17,677 (■ 

—)235 

23,141 

17,442 

97,704 

92,005 

23.9 

19.2 

23.7 

19.0 

Base Year for the 

Sixth Plan 

1979-80 

23,055 

16,378 

563 

23,618 

16,941 

108,546 

101,869 

21.2 

16.1 

21.8 

16.6 


^ 1. Including retained earnings of foreign investors. 

2. Advised for errors and omissions. 

3. As per cent of gross/net domestic product at market prices. 

Source : National Accounts Statistics (Various Issues) published by the Central Statistical Organisation, 
Department of Statistics, Ministry of Planuing, Government of India. 
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Domestic Capital Formation (DCF) hi the Indian Economy: 1950-51 to 1979-80 
(Since the commencement of the Planning Era, Plartwise) 

(At Constant 1970-71 Prices) 


Period/Plan/Year 


GDCF* 

Less Less 

Consump- NDCF* Change in 
tion of Stocks 

Fixed Capital 

GDFCF* 

NDFCF* 

Pre-Plan 

1950-51 

2,379 

738 

1,641 

334 

2.045 

1,307 . 

First Plan 

1951-52 

2,804 

755 

2,049 

391 

2,413 

1,658 


1952-53 

1,838 

784 

1,054 

( -)73 

1,911 

1,127 


1953-54 

2,127 

806 

1,321 

( -)78 

2,205 

1,399 : 


1954-55 

2,363 

862 

1,501 

151 

2,212 

1,350 


1955-56 

3,323 

901 

2,422 

319 

3,004 

2,103 ; 

Total 

1951-56 

12,455 

4,108 

8,247 

710 

11,745 

7,637 ! 

j J Second Plan 

1956-67 

4,271 

942 

3,329 

561 

3,710 

2,768 1 


1957-58 

4,088 

1,006 

3,082 

528 

3.560 

2,554 * 


1958-59 

3,382 

1,084 

2,298 

4 7 

3,335 

2,251 ■.;» 


1959-60 

3,741 

1,126 

2,615 

469 

3,272 

2,146 


1960-61 

4,523 

1,174 

3,349 

769 

3,754 

2,580 j 

Total 

1956-61 

20,005 

5,332 

14,673 

2,374 

17,631 

12,299 4 

Third Plan 

1961-62 

4,140 

1,254 

2,886 

483 

3,657 

2,4031 


1962-63 

4,808 

1,420 

3,388 

646 

4,162 

2,742;:? 


1963-64 

5,080 

1,464 

3,616 

605 

4,475 

3,01 Ft 


1964-65 

5,581 

1,581 

3,990 

611 

4,970 

3,379 : 


1965-66 

6,170 

1,688 

4,482 

424 

5,846 

4,058 | 

Total 

1961-66 

25,779 

7,417 

18,362 

2,769 

23,010 

15.593 j 

Annual Plans 

1966-67 

6,675 

1,783 

4,892 

863 

5,812 

4,029 ? 


1967-68 

6,139 

1,875 

4,264 

644 

5.495 

3.620 


1968-69 

5,758 

1,947 

3,811 

183 

5,575 

3,628; 

Total 

1966-69 

18,572 

5,605 

12,967 

1,690 

16,882 

11,277 f 

Fourth Plan 

. 1969-70 

6,677 

2,110 

4,567 

595 

6,082 

3,972 V 


1970-71 

7,177 

2,217 

4,960 

1,039 

6,138 

3,921 j 


1971-72 

7,547 

2,285 

5,262 

1,273 

6,274 

3.989; 


1972-73 

7,075 

2,408 

4,667 

420 

6,655 

4,247 v. 


1973-74 

9,072 

2,443 

6,629 

1,679 

7,393 

4,950; 

Total 

1969-74 

37,548 

11,463 

26,085 

5,006 

32,542 

21,079 | 

Fifth Plan 

1974-75 

8,205 

2,355 

5,850 

2,091 

6,114 

3,759 


1975-76 

8,424 

2,507 

5,917 

1,862 

6,562 

4,055 


1976-77 

9,162 

2,628 

6,534 

1,356 

7,806 

5,178 


1977-78 

9,783 

2,794 

6,989 

702 

9,081 

6,287’' 


1978-79 

11,690 

3,010 

8,680 

1,734 

9,956 

6,946 • 

Total 

1974-79 

47,264 

13,294 

33,970 

7,745 

39,519 

26,225 

Base Year for the Sixth Plan 

1979-80 

10,296 

3,079 

7,217 

1,588 

8,708 

5,629, 

Fifties; Total 

1951-61 

32,460 

9,440 

23,020 

3,084 

29,376 

19,936 v 

Sixties; Total 

1961-71 

58,205 

17,349 

40,856 

6,093 

52,112 

34,763 

Seventies: Total 

1971-80 

81,254 

23,509 

57,745 

12,705 

68,549 

45,040 

Entire Period; Total 

1951-80 

171,919 

50,298 

121,621 

21,882 

150,037 

99,739 


♦Adjusted for Errors and Omissions. 

Source: Central Statistical Organisation, Department of Statistics, Ministry of Planning, Government of India, New Delhi. 
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It is true that Metal 
Box began with tin 
containers. But the 
picture has enlarged 
considerably. 

Over the years Metal Box 
has become a Company 
that can solve any packa¬ 
ging problem—from 
package specification, 
machinery and plant layout 
to package design. 

The major thrust of past, 
diversification has come 
by way of machinery design 
and manufacture. With 
Over 150 machines ranging 
in speed, output and 
automation. Metal Box's ' 


% 


Metal Box is much imjore than metal . ture of sophisticate 
boxes-and even packaging . . precision machines'S 

It has diversified intd sophisticated 'to Metal Box India, 
high-precisioh.’engineerins. 

engineering has acquired jr • Metal Box Group is increas , 
high degreeof sophistication, ingly using Metal Box Indies,; 

Metal Box Technical •. Vi r resources and expertise to/',." 
Services design new, : < r'meet the machinery needs of 

machines and adajst over- other Group Companies.' , 

seas designs to suit Indian And it is for ;thia reason /‘I 
conditions and match that Metal Box India>i$ able 5 

international specifications, ; to collaborate with ;SNR, 

It is^thisthat has attracted (of the wprld-famous 
renowhad Wsst German ; VRenault Group of France) for 
companies likel.W.K.A. and- Vth'e manufacture in India’of' 
Rolandoffsetmaschinenfab- 
rik to entrust the manufac- 
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All-India 'Adjusted Estimates of Production of Foodgrain Crop : 1949-50 to 1981-82 

(Based on Index Numbers with Fully Revised Estimates for 1965-66 as Base) 

(Thousand Tonnes) 


Period/Plan/Agricultural Year 

CEREAL 

Fine Cereals 

Rice Wheat Total 

1 +2 

Coarse 

Cereals 

PULSES 

Total Total 

Cereals Pulses 

(3 + 4) 

Total 

Food- 

grains 

(5+6) 

0) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

Post-Independence 

1949-50 

25,117 

6,755 

31,872 

18,884 

50,756 

10,036 

60,792 

Pre-Plan 

1950-51 

22,058 

6,822 

28,880 

16,934 

45,814 

9,197 

55,011 

First Plan 

1951-52 

22,602 

6,343 

28,945 

17,535 

46,480 

9,123 

55,603 


1952-53 

24,301 

7,612 

31,913 

20,037 

51,950 

9,834 

61,784 


1953-54 

29,773 

8,102 

37,875 

23,329 

61,204 

11,122 

72,326 


1954-55 

26,544 

9,148 

35,692 

23,399 

59,091 

11,648 

70,739 


1955-56 

28,652 

8,869 

37,521 

20,109 

57,630 

11,705 

69,335 

Second Plan 

1956-57 

30 t 215 

9,504 

39,719 

20,587 

60,306 

12,151 

72,457 


1957-58 

26,544 

8,001 

34,545 

21,979 

56,524 

10,105 

66,629 


1958-59 

32,016 

9,949 

41,965 

23,621 

65,586 

13,217 

78,803 


1959-60 

31,813 

10,327 

42,140 

23,113 

65,253 , 

11,867 

77,120 


1960-61 

34,600 

10,995 

45,595 

23,997 

69,592 

12,734 

82,326 

Third Plan 

1961-62 

35,551 

12,063 

47,614 

23,073 

70,687 

11,710 

82,397 


1962-63 

33,376 

10,772 

44,148 

24,641 

68,789 

11,541 

80,330 


1963-64 

37,013 

9,849 

46,862 

23,753 

70,615 

10,084 

80,699 


1964-65 

39,324 

12,252 

51,576 

'25,378 

76,954 

12,413 

89,367 


1965-66 

30,589 

10,394 

40,983 

21,420 

62,403 

9,944 

72,347 

Annual Plan 

1966-67 

30,438 

11,393 

41,831 

24,053 

65,884 

8,347 

74,231 


1967-68 

37,612 

16,540 

54,152 

28,798 

82,950 

12,102 

95,052 


1968-69 

39,761 

18,651 

58,412 

25,183 

83,595 

10,418 

94,013 

Fourth Plan 

1969-70 

40,430 

20,093 

60,523 

27,287 

87,810 

11,691 

99,501 


1970-71 

42,225 

23,832 

66,057 

30,547 

96,604 

11,818 

108,422 


1971-72 

43,068 

26,410 

69,478 

24,596 

94,074 

11,094 

105,168 


1972-73 

39,245 

24,735 

63.980 

23,139 

87,119 

9,907 

97,026 


1973-74 

44,051 

21,778 

65,829 

28,828 

94,657 

10,008 

104,665 

Fifth Plan 

1974-75 

39,579 

24,104 

63,683 

26,129 

89,812 

10,014 

99,826 


1975-76 

48,740 

28,846 

77,586 

30,409 

107,995 

13,039 

121,034 


1976-77 

41,917 

29,010 

70,927 

28,879 

99,806 

11,361 

111,167 


1977-78 

52 671 

31,749 

84,420 

30,014 

114,434 

11,973 

126,407 


1978-79 

53,773 

53,508 

89,281 

30,438 

119,718 

12,183 

131,902 

Base Year for 









the Sixth Plan 

1979-80 

42,330 

31,830 

74,160 

26,969 

101,129 

8,571 

109,70 

Sixth Plan 

1980-81 

53,231 

36,460 

89,691 

29,011 

118,702 

11,165 

129,867 


1981-82(E) 

54,500 

38,000 

92,500 

29,000 

121,500 

12,500 

134 000 


*lncludes Jowar, Bajra, Maize, Ragi, Small Millets and Barley. 

(E)=J5asfern Economist estimates. (P) =Based on ‘final' estimates and subject to revision. 

Source :Dj rec torate of Economies and Statistics, Ministry of Agriculture, Government of India. 
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What in the world off power 
can we do for you? 



Whatever your need in the world of power, all you 
need is to call BHEL—Bharat Heavy Electricals 
Limited. One of the top ten power plant equipment 
manufacturers in the world, BHEL offers the widest 
spectrum of products end services for power 
generation, transmission and utilisation—all under 
one roof I Incorporating the latest technology in 
the field 

In thermal power, BHEL manufactures Boilers and 
Turbosets up to 500 MW; Transformers. Switchgear 
end Capacitors up to 400 kV. In hydel power, it 
manufactures power equipment for Francis. Kaplan 
and Pelton type turbines as well as reversible pump 
turbines. 

BHEL offers these not just as individual equipment 


but as a 'total turnkey capability' in power systefna. 

A capability that's backed by a staff strength off ' * 
over 60.000 people including nearly 9,000 trained 
engineers. f 

BHEL—in the world of industry 

BHEL also offers a wide range of industrial 
equipment—including compressors, industrial 
turbosets, large electrical motors and controlgear, 
pumps, traction equipment and heat exchangers. It 
undertakes systems engineering; design of control 
schematics, erection and commissioning of such 
equipment Serving major industries like Cement 
Steel. Mining, Paper. Fertiliser. Petroleum. 
Petrochemicals. Railways and more. 



18-20 Kasturba Gandhi Marg New Delhi 110 001 -INOIA 
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1949-50 to 1980-81 

(Based on Index Numbers with Fully Revised Estimates for 


1965-66 as Base) 


Period/Plan/Agricultural 
Year 


Cotton Jute Mesta* Sann- 
(Lint)t hemp 

—.- ----- ~ (Fibre 1 

(Thousand Bales) (000 

Tonnes) 


of Sugarcane and 
other Miscellaneous Crops : 1949-50 to 1980-81 

(Based on Index Numbers with Fully Revised Estimates for 
1965-66 as Base) 

(Thousand Tonnes) 


Period/Plan/Agricultural 

Year 


Sugarcane 

In terms Cane 
of gur crop 


Tobac- Guar- 
eo seed 


Post-Independence 

1949-50 

2,746 

3,292 

659 


Pre-Plan 

1950-51 

3,039 

3,497 

659 


First Plan 

I95J-52 

3,272 

4.981 

691 



1952-53 

3,323 

4,891 

680 



1953-54 

4,166 

3,292 

649 



1954-55 

4,488 

3,122 

899 


i 

1955-56 

4,223 

4,471 

1,152 


Second Plan 

1956-67 

4,972 

4,551 

1,459 



1957-58 

4,908 

4,236 

1,292 

63 


1958-59 

4,824 

5,220 

1,686 

82 


1959-60 

3,635 

4,541 

1,153 

78 


1960-61 

5,550 

4.136 

1.113 

73 

Third Plan 

1961-62 

4,795 

6,309 

1,832 

78 


1962-63 

5,486 

5,445 

1,742 

79 


1963-64 

5,727 

6,080 

1,896 

76 


1964-65 

6,012 

6,065 

1,598 

80 


1965-66 

4,852 

4,476 

1,302 

67 

Annual Plans 

1966-67 

5,266 

5,358 

1,221 

57 


1967-68 

5,777 

6,320 

1,272 

71 


1968-69 

5,447 

2,931 

906 

68 

Fourth Plan 

1969-70 

5,564 

5,655 

1,130 

67 


1970-71 

4,763 

4,938 

1,255 

65 


1971-72 

6,950 

5,684 

1,150 

55 


1972-73 

5,735 

4,978 

1,112 

49 


1973-74 

6,309 

6,220 

1,456 

53 

Fifth Plan 

1974-75 

7,756 

4,471 

1,363 

58 


1975-76 

5,950 

4,470 

1,474 

63 


J 976-77 

5,839 

5,353 

1,746 

55 


1977-78 

7,243 

5,361 

1,793 

54 


1978-79 

7,958 

6,470 

1,863 

54 

Base Year for the 






Sixth Plan 

1979-80 

7,698(P) 

6,071 

1,890 

461P) 

Sixth Plan 

1980-81 

7,650@ 

6,515 

1,680 

N.A. 


•{■Bales of 170 kgs. each (oJCotton Advisory Board Estimates 
* Bales of 180 kgs. each. 

(P) = Based on 'final' estimates and subject to revision. 

Source: Directorate of Economics and Statistics, Ministry of 
Agriculture, Government of India. 


Post-Independence 1949-50 

6,205 

62,054 

264 


Pre-Plan 

1950-51 

7.049 

70,491 

257 


First Plan 

1951-52 

7,619 

76,195 

206 



1952-53 

6,300 

62,995 

241 



1953-54 

5,551 

54,857 

258 



1954-55 

7.187 

71,857 

251 



1955-56 

7,429 

74,037 

298 

■ i 

Second Plan 

1956-57 

8,506 

84,425 

300 

. 


1957-58 

8,558 

85.143 

236 



1958-59 

8,769 

87,688 

312 



1959-60 

9,487 

92,897 

287 

' * 


1960-61 

11,408 

(12,637 

300 

"■'■j 

Third Plan 

1961-62 

10,764 

105,945 

335 



1962-63 

9.455 

93,586 

341 

\jji 


1963-64 

10,701 

105,978 

360 

456 i 


1964-65 

12,484 

121,880 

356 

555 


1965-66 

12,769 

123,990 

293 

314 

Annual Plans 

1966-67 

9,501 

92,826 

353 

443 "A- 


1967-68 

9,786 

95,500 

369 

544 


1968-69 

12,826 

124,676 

361 

259 "l 

Fourth Plan 

1969-70 

13,783 

135,024 

337 

412 r 1 


1970-71 

12,979 

126,368 

362 

651 i 


1971-72 

11,626 

113,570 

419 

517 ; 


1972-73 

12,763 

124,867 

372 

460 i 


1973-74 

14,432 

140,805 

462 

760 ; 

Fifth Plan 

1974-75 

14,722 

144,289 

363 

307 '■;* 


1975-76 

14,413 

140,604 

350 

747 , 


1976-77 

15,847 

153,007 

419 

1,110 


1977-78 

17,960 

176,966 

494 

965 


1978-79 

15,734 

151,655 

454 

1,069; 

Base Year for the 
Sixth Plan 

1979-80 

13,091 

128,833 

447 

376 : 

Sixth Plan 

1980-81(P) 

15,402 

150,522 

N.A. 

n.a; : 


N.A. = Not available. 

(P) Based on ‘final’ estimates and subject to revision. 

Source : Directorate of Economics and Statistics, Ministry of; 
Agriculture, Government of India. 
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HZL 

the TRUSTED name in 
Non-Ferrous metals : 


cadmium: 


(99.95% Purity Electrolytic) 
(99-99% purity) 

(99.6 plus purity) 

(99.99% aud 9995% grades) 


s 

I 


For all your requirements please write or call: 


Commercial Division 

HINDUSTAN ZINC LIMITED 

(A Government of India Enterprises) 

11-A, New Fatehpura 
UDAIPUR-313001 (Rajasthan) 

Phone : 3271-74 
Telex : 033-213 


Regional Sales Manager 
Hindustan Zinc Limited 
Chatterjee International Centre, 
20th Floor 

33A, Chowringhee Road 
Calcutta-700 071. 

Phone : 240591 
Telex : 021-2002 


Regional Sales Manager 
Hindustan Zinc Limited 
Flat No. 301 & 302 
Dohil Chambers 
46 Nehru Place 
New Delhi-110 019. 
Phone : 681059 
Telex : 031-3365. 
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All-India ‘Adjusted’ Estimates of Production of Five Major Oilseed Crops: 1949-50 to 1980-81 
(Based on Index Numbers with Fully Revised Estimates for 1965-66 as Base) 

(Thousand Tonnes unless otherwise indicated) 


n_:_I mi_/A 1 



Five Major Oilseeds 



rer;uu/rutn/f\gi ii*unuiai * cai 

Groundnut 
(Nuts in shell) 

Costorseed 

Sesamum 

Rapeseed 
and Mustard 

Linseed 

Total 

1 to 5 



0) 

(2) 

(3) 

(4) 

(5) 

(6) 

Post-Independence 

1949-50 

3,272 

133 

415 

81? 

415 

5,047 

Pre-Plan 

1950-51 

3,319 

107 

422 

768 

364 

4,980 

First Plan 

1951-52 

3,046 

110 

428 

942 

320 

4,846 


1952-53 

2,791 

106 

444 

857 

357 

4,555 


1953-54 

3,282 

107 

529 

872 

369 

5,159 


1954-55 

4,045 

127 

561 

1,035 

374 

6,142 


1955-56 

3,680 

128 

435 

859 

402 

5,504 

Second Plan 

1956-57 

4,166 

127 

408 

1,042 

374 

6,117 


1957-58 

4,499 

92 

356 

932 

249 

6,128 


1958-59 

4,879 

115 

511 

1,042 

434 

6,981 


1959-60 

4,448 

118 

374 

1,060 

442 

6,442 


1960-61 

4,698 

109 

320 

1,377 

395 

6,869 

Third Plan 

1961-62 

4,740 

111 

373 

1,344 

461 

7,029 


1962-63 

4,938 

102 

494 

1.303 

429 

7,267 


1963-64 

5,166 

105 

441 

914 

378 

7,004 


1964-65 

6,003 

106 

486 

1,474 

493 

8,562 


1965-66 

4,263 

80 

424 

1,298 

331 

6,396 

Annual Plans 

1966-67 

4,411 

110 

416 

1,228 

260 

6,425 


1967-68 

5,731 

121 

445 

1,568 

438 

8,305/ 


1968-69 

4,631 

116 

422 

1,347 

329 

6,845?/ 

Fourth Plan 

1969-70 

5,130 

123 

448 

1,564 

469 

7,734 


1970-71 

5,111 

136 

562 

1,976 

474 

9,259 


1971-72 

6,181 

154 

449 

1,433 

529 

8,746 


1972-73 

4,092 

145 

385 

1,808 

428 

6,858 


1973-74 

5,932 

229 

485 

1,704 

504 

8,854 

V 

Fifth Plan 

1974-75 

5,111 

210 

392 

2,252 

564 

8,529 


1975-76 

6,754 

143 

479 

1,936 

598 

9,910 


1976-77 

5,264 

179 

422 

1,550 

419 

7,83| 


1977-78 

6,087 

217 

520 

1,650 

527 

9,001 


1978-79 

6,208 

230 

514 

1,860 

535 

9,347- 

Base Year for the Sixth Plan 

1979-80 (P) 

6,772 

232 

371 

1,433 

270 

8,078 

Sixth Plan 

1980-81 (T) 

5,700 

200 

420 

2,220 

500 

9,020 


(P) — Based on ‘final’ estimates and subject to revision. 

(T) = Trade estimates. 
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THE GOLDEN TRIANGLE OF ORISSA 

COMES CLOSER TO YOU 


Visit Bhubaneswar, Puri, Konarak, Chillka, Nandankanan 
Dhauligiri, Ratnagiri, Lalitgiri, Khandagiri 

* Bhubaneswar is now connected with New Delhi, Hyderabad and 
Calcutta by tri-weekly Boeing Service 

* Avail conducted sight seeing tour to Puri and Bhubaneswar on 
Air Conditioned and Non Air Conditioned Luxury Coaches of 
Orissa Tourism Development Corporation Ltd. 



Department of Tourism 
Government of Orissa 

State Museum Building 
Post Box Ne-132, 
Bhubaneswar. 


At Your Service : 

Tourist Office, Bhubaneswar 

Phone-Bhubaneswar-50099 

G'am-ORISSATOUR 

Tourist Office, Puri 

Phone-Puri-131 

Gram-ORISSATOUR 

Tourist Office, Konark 

Phone-Konark-21 

Gram-ORISSATOUR 





(Thousand tonnes) 


^j^endar 

Tea 

Natural 

Rubber 

(Dry) 

Coffee 

Year 

Produc¬ 

tion 

1349 

265 

15.4 

1949-50 

21.9 

1950 

275 

14.4 

1950-51 

24.6 

1951 

291 

J4.5 

1951-52 

24.7 

1952 

306 

16.3 

1952-53 

21.7 

. 1953 

267 

20.3 

1953-54 

25.7 

1954 

293 

19.6 

1954-55 

26.6 

1955 

285 

22.5 

1955-56 

34.4 

1956 

31J 

23.5 

1956-57 

35.8 

1957 

307 

21.5 

1957-58 

40.3 

£1958 

317 

24.6 

1958-59 

42.2 

1959 

326 

24.2 

1959-60 

45.5 

I960 

321 

25.4 

1960-61 

43.2 

1961 

354 

27.4 

1961-62 

40.4 

1962 

347 

31.9 

1962-63 

41.7 

1963 

346 

36.4 

1963-64 

44 8 

1964 

372 

43.5 

1964-65 

47.1 

1965 

366 

50.0 

1965-66 

63.9 

1966 

376 

54.8 

1966-67 

78.5 

1967 

385 

64.5 

1967-68 

57.3 

1968 

402 

71.1 

1968-69 

73.4 

J969 

394 

82.0 

1969-70 

63.6 

1970 

419 

92.2 

1970-71 

110.2 

1971 

435 

101.2 

1971-72 

110.2 

1972 

456 

112.4 

1972-73 

91.1 

1973 

472 

125.2 

1973-74 

86.4 

1974 

489 

130.1 

1974-75 

92.5 

1975 

487 

137.8 

1975-76 

48.0 

1976 

512 

149.6 

1976-77 

102.2 

1977 

556 

151.6 

1977-78 

125.1 

1978 

564 

133.0 

1978-79 

111.0 

1979 

552 

148.5 

1979-80 

149.7(P) 

1980 

575 

153.1(P) 

1980-81 

130.5(P) 

Source : 

Estimates of Area and Production of Principal Crops 


in India , 1979-80 (1981), Published by the 

Directorate 


of Economics and Statistics, Ministry of Agriculture, 


Government of India. 



Original Sources : (i) Tea Board (for col. 2) for 1960 onwards, 

(as mentioned in the (ii) Rubber Board (for col. 

3) for 1966 

Source above) 

c nwards. 




(iii) Coffee Board (for col. 5) for 1965-66 


onwards, and 

(iv) Special Returns from State Govern¬ 
ments in connection with the all- 
India publications on these crops for 
earlier years. 


SOVIET LAND PUBLICATIONS 


1 


SOVIET LAND 


YOUTH REVIEW 


A pictorial magazine published every fort¬ 
night from : 

DELHI Tn English. Hindi. Urdu and 
Punjabi. 

BOMBAY In Marathi and Gujarati. 
CALCUTTA In Bengali, O’riyu and 
Assamese, 

MADRAS In Tclugu, Tamil, Mnluyalam 
and Kannada. 

Subscription Rales 

1 yeai 3 years 

English 

Edition Rs J?.00 Rs. 24 00 

Indian 

Languages Rs. 10 0.) Rs. 20.(0 

Illustrated eight-page weekly published 
from Delhi m Hindi and l-nghsh only. 
All about Soviet Vouth loi Indian Youth. 

Subscription Kates 


I year 
Rs. 6.00 


3 years 
Rs I4.C0 


SOVIET REVIEW 


Soviet Press Digest published live times a 
month from : 

DEI HI In English, Hindi, Urdu and 
Punjabi. 

BOMBAY In Marathi and Gujarati. 
CALCUTTA In Bengali and Oriya. 
MADRAS In Tclugu, Tamil, Malayalam 
and Kunnad. 

Subscription Rates 


I year 
Rs 5 CO 


3 years 
Rs. 14.00 


SPUTNIK JUNIOR 


I. 


SOVIET LAND OFFICE, 
25, Barakhamba Road. 

NEW DELHI-110 001 
SOVIET DESH OFFICE, 
‘Paradise* 

51-L, Bhulabhai Dcsai Road, 
BOMBAY-400 026. 


SOVIET DESH OFFICE 
18, Promathes Barua Sarani, 
UALCUTTA-700 019 
SOVIET NADU OFFICE. 

115, Thcagaraya Road, 

T. Nagar, 

MADRAS-600 017, 


Profusely illustrated monthly published 
from Delhi for Indian children in Hindi 
and English only. 

Subscription Rates 
I year 3 years 

Rs. 9.00 Rs. 20.(0 

SOVIET PANORAMA : A fortnightly pictorial review of Soviet 
life, published from Delhi in English 
and Hindi. 

Subscription Rates 

I year 3 years 

Rs. 12.00 Rs. 30.00 

RENEWAL 

A concession of Rs. 2.00 will be given to the old subscihers of 
all our publications who will renew their subscriptions for a further 
period of 3 years. 

A beautiful multi-coloured pictorial Calender for 1982 will be 
offered to all those who will subscribe to ‘SOVIET LAND.’ 

Please send your subscriptions/directly by Money Order or Cros¬ 
sed Postal Order or Bank Draft in favour of SOVIET LAND to the 
respective offices : 


t 


L 


* 

I 
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KEC alters concept of growth 
- by helping ancillaries and 
engineering industry to grow with it 


Kirloska*' Electric, An integral part of the nation's 
progress And the p.ime drive in a multitude of 
industries 

KEC has achieved a phenomenal diversification to 
match the growing needs of engineering industry. 
KEC also helps its ancillaries by providing them 
technological support and instilling in them quality 
consciousness 

These achievements are a result of dynamic man- 
agoment.extensive R&D activities and training 
programmes and excellent after-sales service. No 
wonder KEC products are held in high esteem in 
India and abroad 

At KEC, all activities are encouraged for maximum 
utilisation of resources. And conservation of 
energy. 


OUR PRODUCT RANGE 

AC Machines - Motors up to 1500 kW (2000 HP); 
Generators up to 1500 kVA • DC Machines up to 
800 kW (1000 HP) • Machine Systems - No-Break 
Sets up to 400 kVA; Ward Leonard Sets up to 500 
kW; Machine Tool Drive Systems • Transformers 
up to 20 MV A/220 kV In two windings; Auto-Trans¬ 
formers up to 50 MVA; HV Testing Systems up to 
1200 kV • Welding Equipment, Accessories and 
Systems • Defence Equipment - Power Souroes 
and Eleotronlc Control Systems for Industrial 
Drives - HF Induction Heaters, Induction Tube 
Welders - Power Sources and Systems 


Converting energy for tfe millions 


KIRLOSKAR ELECTRIC CO. LTD. 

Manufacturing Units Bangalore • Hubli • Peenya • Mysore 
For further particulars please contact our offices at: 

Bangalore (Ph 77013, 77023) • Bombay (Ph 374886, 396165) • Calcutta (Ph. 212436, 240075. 212277) 

• Madras {Ph 81425.89871)* New Delhi (Ph. 43549. 42963) • Ahmedabad (Ph. 77094) • Bhubaneshwar (Ph. 54050) 

Indore (Ph 33123) • Jaipur (Ph 65003) • Kanpur (Ph 68069) • Pune (Ph. 54606) • Secunderabad (Ph 820274) 

nd other accredited Kirloskar dealers in your town. 

(h) —Registered User—Kirloskar Electric Company Ltd. 8angalore 
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ikMMi ^SWMit- "AMw «M*r Crape, Cropping DMeositics, Croppiug Pattem/Productlvity 
Per Hectare of Net Area/ Yield and Agricultural Productions 1949-50 to 1979-80 

(Base : Triennium ending 1969-70^100) 


r f 


Period/Plan/Agricultural Year 

Index of 
Net Area 
Sown 

Index of 
Area 
under 
Crops 

Index of 

Cropping 

Intensity 

Index of 

Cropping 

Pattern 

Index of 
Produc¬ 
tivity Per 
Hectare of 
Net Area 

Index of Index of 
Yield Agricul¬ 
tural 
Produc¬ 
tion 

Post Independence 

1949-50 

86.1 

78.3 

94.8 

96.6 

75.3 

82.2 

62.2 

Pre-Plan 

1950-51 

86.8 

78.2 

93.1 

98.4 

70.1 

76.0 

58.5 

First Plan 

1951-52 

87.3 

79.7 

94.7 

97.3 

70.6 

76.6 

59.4 


1952-53 

88.9 

82.5 

94.3 

95.1 

71.9 

80.2 

62 >9 


1953-54 

91.3 

87.1 

95.9 

92.8 

78.8 

88.6 

71.6 


1954-55 

92.1 

87.9 

96.1 

94.1 

78.9 

87.3 

72.2 


1955-56 

93.1 

90.0 

96.7 

95.2 

77.2 

83.9 

71.9 

Second Plan 

1956-57 

94.2 

90.8 

97.2 

97.0 

81.6 

86.5 

76.2 


1957-58 

93.2 

89.9 

95.7 

96.4 

75.4 

81.7 

70.8 ( 


1958-59 

95.1 

93.5 

97.6 

96.0 

85.8 

91.6 

82.2 


1959-60 

95.9 

94.8 

98.9 

96.7 

83.6 

87.4 

80.1 


1960-61 

96.1 

94.5 

98.3 

97.2 

90.2 

94.4 

86.7" 

Third Plan 

1961-62 

97.7 

96.6 

98.9 

97.5 

88.9 

92.2 

86.8 


1962-63 

98.3 

97.4 

99.1 

97.5 

86.8 

89.8 

85.3 


1963-64 

98.4 

97,2 

98.8 

97.9 

88.6 

91.6 

87.2 


1964-65 

99.5 

98.4 

98.9 

98.7 

97.4 

99.8 

96.9 


1965-66 

98.2 

96.1 

97.9 

99.7 

82.3 

84.3 

80.8 \ 

Annual Plans 

1966-67 

99.0 

96.0 

97.0 

98.5 

81.6 

85.3 

80.7 , 


1967-68 

100.8 

100.1 

99.3 

98.4 

98.1 

100.4 

98.9 S 


1968-69 

99.2 

98.5 

99.3 

100.5 

98.1 

98.3 

97.3 \ 

Fourth Plan 

1969-70 

100.0 

101.4 

101 4 

100.8 

103.8 

101.6 

103.8 ' 


1970-71 

101.6 

102.5 

100.9 

100.4 

109.8 

108.4 

111.5 


1971-72 

101.1 

101.9 

100.8 

101.4 

110.5 

107.6 

111.2 


1972-73 

99.3 

98.7 

99.4 

102.6 

103.0 

101.0 

102.3 ; 


1973-74 

103.3 

104.5 

101.2 

101.2 

108.9 

106.3 

112.4 ; 

Fifth Plan 

1974-75 

99.9(P) 

100.8 

100.9 

103.2 

108.9 

104.6 

108.8 


1975-76 

102.7(P) 

105.9 

103.1 

102.0 

122.0 

116.0 

125.3 : 


1976-77 

101.2(F) 

103.2 

102.0 

103.3 

115.2 

109.3 

116.5 ’ 


1977-78 

103.0(P) 

106.5 

103.4 

104.2 

129.4 

120.1 

133.3 • 


1978-79 

103.8(F) 

108.0 

104.0 

104.3 

132.8 

122.4 

1379 

Base Year for the Sixth Plan 

1979-80 

N.A. 

J03.3 

N.A. 

104.6 

N.A. 

107.8 

116.5 


N.A. — Not available. (P) = Based on provisional figures and subject to revision. 

Source : Directorate of Economics and Statistics, Ministry of Agriculture, Government of India. 
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HER MAJESTY. 
CARDAMOM EXPANDS 
HER EMPIRE. 


Area from 82467 hectares in 1968-69 to 93947 hectares in 1980-81. 

Production from 2100 metric tonnes in 1968-69 to 4500 metric tonnes in 1980-81. 

Export from 1291 metric tonnes in 1968-69 to 2437 metric tonnes in 1980-81. 

Export Earnings from Rs. 6.73 crores in 1968-69 to Rs. 36 crores in 1980-81. 

The Cardamom Industry known to the world from time immemorial was in disarry 
till the establishment of Cardamom Board in 1966. The Board has been able to 
organise, strengthen and promote the industry in a short span of time. The progress 
of the industry during the last decade has been steady. 

The market for Cardamom—the queen of spices—is fast expanding day by day around 
the world. 

Anyone connected with cardamom industry can get all kinds of assistance from 
Cardamom Board today. 


CARDAMOM BOARD, 

BANERJI ROAD, 

COCHIN-682 018 


Telephone: 33837 


Telex: ELAM 0885-480 


Telegram : “CARDAMOM" 
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A--— 

i*Period/Plan/Agricultural Year 


^" AH-itftia tMex Nailers bfAfrfcnltura] Production: 1949-S© to 1979-80 

(By Major Crop Groups) 

(BaseTrienniumending 1969-70 = 100) 


Foodgrains 


Non-Foodgrai ns 


Ail 


1 W «*2 


C rops 


Sc 

Spices 




(D 

(2) 

(3) 

(4) 

' (5) 

(6) 

(7) 

Weight 

60.05 

8.07 

68.12 

10.96 

4.03 

2.28 

2.31 

Post-Independence 

1949-50 

59.9 

89.1 

63.4 

67.2 

53.0 

60.2 

71.9 

Pre-Pl^n 

1950-51 

53.8 

81.6 

57.1 

66.1 

57.8 

62.7 

83.3 

First Plan 

1951-52 

54.6 

81.1 

57.7 

65.0 

67.2 

65.9 

83.4 


1952-53 

60.6 

87.1 

63.7 

61.3 

67.4 

69.8 

70.4 


1953-54 

72.0 

98.4 

75.1 

69.2 

72.2 

62.9 

75.3 


1954-55 

68.4 

102.7 

72.5 

81.9 

76.7 

68.4 

92.8 


1955-56 

68.5 

103.4 

72.6 

72.9 

79.5 

68.6 

88.2 

Second Plan 

1956-57 

71.7 

107.0 

75.9 

80.6 

91.1 

74.5 

86.6 


1957-58 

66.1 

89.1 

68.8 

79.8 

88.3 

74.4 

87.0 


1958-59 

77.5 

116.1 

82.1 

91.8 

92.6 

77.2 

81.4 


1959-60 

77.2 

104.6 

80.4 

82.6 

72.4 

79.6 

83,5 


1960-61 

82.6 

112.3 

86.1 

89.8 

96.3 

78.3 

91.0 

Third Plan 

1961-62 

84.6 

103.0 

86.8 

89,6 

97.6 

84.9 

86.6 

1962-63 

81.4 

101.8 

83.8 

94.8 

102.8 

84.1 

95,8 


1963-64 

84.8 

89.0 

85.3 

91.3 

109.1 

85.2 

103.8 


1964-65 

92.3 

109.5 

94.3 

107.2 

111.9 

91.9 

105.3 


1965-66 

74.2 

88.0 

75.8 

85.6 

88.5 

91.7 

92.3 

Annual Plans 

1966-67 

77.5 

73.7 

77.1 

86.8 

97.3 

96.5 

98.0 


1967-68 

97.7 

106.7 

98.7 

105.4 

108.5 

96.1 

107.0 


1968-69 

98.2 

90,2 

97.3 

92.4 

89.1 

103.0 

94.9 

Fourth Plan 

1969-70 

104.1 

103.1 

104.0 

102.2 

102.4 

100.9 

98.1 

1970-71 

114.1 

104.4 

112.9 

116.1 

89.3 

114.8 

116.4 


1971-72 

113.2 

97.9 

111.4 

114.3 

120.9 

112.7 

115.6 


1972-73 

104.3 

87.6 

102.3 

95.3 

101.5 

121.8 

99,5 


1973-74 

113.2 

88.5 

110.3 

114.5 

115.4 

125.8 

115.4 

Fifth Plan 

1974-75 

106.4 

88.8 

104.3 

114.9 

119.4 

130.9 

112.5 

1975-76 

128.8 

115.3 

127.2 

123.8 

103.4 

129.9 

121.2 


1976-77 

117.8 

100.3 

115.7 

J03.9 

106.3 

139.3 

107.0 


1977-78 

137.3 

105.8 

133.6 

116.5 

125.2 

151.9 

125.9 


1978-79 

143.6 

J07.6 

139.3 

121.6 

139.4 

151.2 

129.0 

Base Year for the 









Sixth Plan 

1979-80 

119.2 

74.4 

113.9 

108.1 

134.5 

159.2 

122.8 


tables 


< 8 ) 


39. K 

42.7 

44.1 

51.3 

50.3 

45.4 
47.9 

44.4 

50.2 

58.8 

75.4 

67.9 

63.3 
71.0 

70.6 

82.6 

87.8 

88.0 

98.1 
104.0 

97.9 

103.2 

111.8 

106.2 

112.2 

125.1 
136.6 

135.8 

145.8 

167.2 




v.rOJ»S 

Mi seel- 

Total 

(Total 

laneous 

4 lo 9 

3 and 

Crops 


10) 

(9) 

(10) 

(11) 

8.33 

31.88 

100.00 

54.4 

58.8 

62.2 

60.1 

62.5 

50.5 

62.1 

64.2 

59.4 

54.1 

60.6 

62.9 

49.9 

62.0 

71.6 

60.9 

71.4 

72.2 

64.5 

70.1 

71.9 

72.1 

77.2 

76.2 

70.0 

76.1 

79.8 

74.5 

82.5 

82.2 

79.4 

79.6 

80.1 

93.3 

88.1 

86.7 

90.1 

86.9 

86.0 

81.3 

88.6 

85.3 

90.8 

91.3 

87.2 

103.5 

102.5 

96.9 

10 i .6 

91.3 

80.8 

81 .9 

88.5 

80.7 

85.0 

99.0 

98.9 

104.2 

97.4 

97.3 

110.8 

103.6 

103.8 

106.9 

108.7 

111.5 

99.2 

110.9 

111.2 

104.9 

102.2 

102.3 

121.4 

117.0 

112.4 

117.2 

118.3 

108.8 

116.9 

121.3 

125.3 

131.4 

118.1 

116.5 

148.1 

132.7 

133.3 

131.8 

134.8 

137.9 

111.3 

122.1 

116.5 


Source : Directorate of Economics and Statistics, Ministry of Agriculture, Government of India, 


255 


JANUARY 22, 1982 


annual number 1982 



imA 




Kandla 

Free Trade Zone 
invites you 


A veritable paradise for export oriented industries; 
it is also the only multi-product zone in the country. 

Do you know that a number of investors from all 
comers of the world as well as multi-nationals and 
renowned Industrial Houses of India have been 
attracted by it ? Why ? 


KAFTZ offers an alluring 
package of incentives and 
industrial infrastructures like: 

Duty free import of all requirements 
without licence formality. 

Loans at very liberal terms. 

Cash subsidy @ 15% of all investments 
in fixed assets. 

Incentives for export oriented industries. 
Fully developed plots and sheds at 
reasonable rates. 

Assured power supply—No power cuts. 
Housing for industrial workers being 
taken up by the Government of Gujarat. 


Please visit Kandla 
and see it 
all for yourself 


To make your export venture 
profitable KAFTZ also offers : 

Income tax concessions to the extent 
of 20% of the profits for 10 years. 


Foreign exchange facility including 
blanket sanction for business visits 
abroad. 

No Central Excise on finished products 
or specified raw materials. 

No import duties on goods imported foi 
export processing including packaging. 
Import of raw-materials from domestic 
tariff area without levies. 

Sale of products in the Indian domestic- 
market against valid licences. 

Transport subsidy equal to 2% of the 
f.o.b. value on exports. Purchases from 
Gujarat State are exempt from 
SalesTax. 

Central Sales Tax paid in other States is 
reimbursed in full. 

No Municipal or Octroi levies. 

Goods banned in the rest of the country 
can be imported with a few exceptions. 
Manufactures can be exported without 
restrictions on payment of duty. . 

Scrap can be disposed of in the 
domestic tariff area after 
payment of duty.' * 
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Industrial Growth of India: 1951-81—'General 9 Index 

(Index Numbers with indicated Base) 


Year 

‘General’ 

Percentage Year 


Index (Base: 

Change over 


1956 - 100) 

the Previous 



Year 


1951 

73.4 


1960 

1961 

1952 

75.6 

+ 3.0 

1962 

1953 

77.7 

+ 2.8 

1963 

1954 

83.0 

+ 6.8 

1964 

1955 

91.9 

+ 10.7 

1965 

1956 

100.0 

+ 8.8 

1966 

1957 

104.1 

+ 4.1 

1967 

1958 

107.5 

+ 3.3 

1968 

1959 

116.8 

+ 8.7 

1969 

1960 

130.2 

+ 11.5 

1970 


‘General" Percentage Year/ ‘General’ Percentage 
Index (Base: Change over the Period Index (Base: Change over 
I960 « 100) Previous Year 1970 « 100) the Previ¬ 

ous Year/ 
Corresponding 
period of the 
Previous Year ,, 


100.0 


1970 

100.0 


109.2 

+ 9.2 

1971 

104.4 

+4.4 

119.8 

+ 9.7 

1972 

110.6 

+ 5.9 

129.7 

+ 8.3 

1973 

111.1 

+0.5 

140.8 

+ 8.6 

1974 

113.1 

+ 1.8 

153.8 

+ 9.2 

I97S 

119.2 

+ 5.4 : 

153.2 

(-J0.4 

1976 

133.7 

+ 12.2 

152.6 

(- )0.4 

1977 

138.3 

+ 3.4 | 

163.0 

+ 6.8 

1978 

147.8 

+ 6.9 

175.3 

+ 7.5 

1979 

149.5 

+ 1.2 i 

184.3 

+ 5.1 

1980 

150.6 

+0.7 



1980 





(Jan.-Sep.) 

148.1 




1981(P) 





(Jan.-Scp.) 

162.3 

+ 9.7 ; 


(10 = Provisional and subject to revision. 


j SAKTHI SUGARS UMITED 

$ PACE SETTERS FOR RURAL PROSPERITY 

J ^Relentless efforts arc taken to harvest sunlight energy which is available in plenty through sugarcane 

J crop and to convert them into other forms of energy viz: sugar and alcohol for the economic well 

being of the millions. 

♦Creative measures taken to educate the farmers to adopt innovative technology for cultivation of sugar¬ 
cane have resulted in improvement of yield to 45 tonnes from 28 tonnes enabling the farmers to earn 
an additional income of about Rs. 3,000 per acre. 

♦Distribution of more than Rupees Ten crores as sugarcane price annually to about ten thousand sugar¬ 
cane farmers, a bulk of whom are marginal and small farmers, generates rural employment to over 
twenty thousand families in the agricultural sector while stimulating additional employment to about 
twenty thousand families in the tertiary sector. 

♦Converting agricultural produce into products of high economic value viz; sugar and alcohol, a captive 
market for agricultural products is generated to ensure stable economic developmc nt of the region. 




♦ 
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X 
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X 

X 
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Registered Office : 

73-A, Race Course Road, 

Coimbatore-641 018. 
TAMIL NADU 

Phone : 25551—5 
Telex : 0855—333. 


Factory : 

Sakthinagar- 638 315, 
Peri|ar District. 
TAMIL NADU 
Phone : 4] .42,43 & 44 

(Sakthinagar) 
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Pretty Fabrics available today 

Are made out of Modipon Nqion, 40 Semidull and Polqester 
Filament qarns. 

Modipon has wonder working qarns and wonder working 
people and with the above qarns qou can diversifq qour 
stqling Nqion and Polqester Fiiament qarns produced bq 
Modipon. 

It gives Fabrics the look, superb appearance, fit and a 
supple trend for women and men wear. 


For details please contact : 

MODIPON LIMITED 

MOOINAGAR-201204 (UP) INDIA 

or Our Offices at: 

AMRITSAR BOMBAY CALCUTTA 
DELHI and SURAT 

Modipon makes better Nylon & Polyester Filament yarns 
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Index Nwriten of Inhstrii! production : 1960-81 

Use-Based Classification* 


\ Year/Period 

General 

Index 

(Crude) 

Basic 

Industries 

Capital 

Goods 

Industries 

Inteime- 

Consumer Goods Industries 

oldie vjuuub — 

Industries 

Total 

Durable 

Goods 

Non¬ 

durable 

Goods 



I960 

- 100 





Weight 

100.00 

25.11 

11.76 

25,88 

37.25 

5,68 

31.57 

1961 

109.2 

112.7 

118.0 

105.8 

106.6 

110.8 

105.8 

1962 

119.8 

128.2 

153.0 

113.6 

J08.0 

112.4 

107.2 

1963 

129.7 

146.5 

170.0 

122.9 

110.4 

119.6 

108.7 

1964 

140.8 

152.1 

206.2 

132.3 

118.6 

133.6 

115.9 

\ 1965 

153.8 

164.0 

244.0 

140.2 

127.5 

JJ6.5 

120.5 

1966 

153.2 

173.5 

210.9 

136.7 

132.7 

179.5 

124.3 

1967 

152.6 

176.5 

205.3 

139.7 

125.7 

185.6 

114.9 

1968 

163.0 

194.6 

210.3 

148.2 

13J.9 

212.4 

117.4 

1969 

175.3 

212.0 

214.0 

154.4 

145.3 

239.7 

128.3 

1970 

184.3 

221.7 

224.6 

158.8 

154.7 

249.5 

137.6 



1970 

= 100 





Weight 

1(10.00 

32.28 

15.25 

20.95 

31.52 

3.41 

28. U 

1971 

104.2 

104.6 

105.4 

104.0 

103.4 

no.8 

102.4 

1972 

110.2 

113.0 

106,2 

111.2 

108.2 

111.7 

107.8 

1973 

112.0 

109.5 

123.6 

114.2 

107.8 

113.0 

107.2 

1974 

114.3 

113.8 

129.5 

112.3 

109.7 

125.2 

107.8 

1975 

119.7 

129.0 

130.1 

113.7 

J07.4 

106.0 

107.6 

1976 

131.4 

147.5 

143.8 

122.2 

118.4 

120.0 

118.2 

1977 

138.3 

155.0 

151.7 

125.8 

126.0 

137.0 

124.6 

1978 

147.8 

162.4 

156,8 

135.8 

138.3 

147.9 

137.1 

1979 

149.5 

166.2 

161.0 

139.6 

135.3 

156.8 

132.7 

1980 (P) 

150.0 

164.6 

168.4 

140.7 

135.9 

162.3 

132.7 

1980 (January-June) 

147.8 

161.1 

169.5 

136.7 

132.6 

162.1 

129.0 

1981 (January-June) (P) 

162.5 

186.5 

178.1 

143.0 

145.8 

164.8 

143.5 


(P)—Provisional and subject to revision. 

*Derived series (RBI Classification). 

Notes: (1) The industry-wise pioduction indices, prepared by the Central Statistical Organisation (C.S.O.) are reclassified 
according to use-base, i.e.(i) Basic industries, (ii)Capital goods industries, (iii) Intermediate goods industries,and 
(iv) Consumer goods industries (a) Durable goods and (b) Non-durable goods by the Reserve Bank of India. The 
index numbers for these four groups arc derived by combining the indices for the individual industries constituting 
each gioup/sub-group using the respective weights. However, the General Index may not always be strictly deriv¬ 
able from the constituent group indices as the former takes into account the revisions advised by the C.S.O. which 
cannot be carried out in the constituent group indices f or want of data. 

(2) Revised series (Base: 1970) of Index Numbers of Industrial Production co\cring 352 items replacing earlier series 
(Base: 1960) covering 317 items was released by the Central Statistical Organisation, mainly to incorporate the 
structural changes that had taken place since I960 in the industrial sector. The selection of items for the manufactur¬ 
ing group was made on the basis of: (i) regularity in monthly reporting of production data and (ii) importance of the 
item jubged by the value of gross annual production/value added. 

Source : Reserve Bank of India. 
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Index Numbers of Industrial Production (Source Classification) 1960—1970* (Base : 1970 «100) 


Code No. Description 

Weight 

I960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 * 

GENERAL INDEX (CRUDE) 

100.00 

54.2 

59.2 

64.9 

70.4 

76.4 

83.5 

83.1 

82.8 

88.5 

95.1 

1. 

Mining and ftu&frying 

9.72 

67.1 

70.7 

77.3 

82.7 

80.1 

88.4 

91.4 

91.2 

96.5 

98.9 

2-3. 

Manufacturing 

84.91 

57.2 

62.4 

68.4 

73.8 

80.8 

86.2 

86.1 

84.8 

89.4 

95.6 

20-21. 

Food 

12.09 

63.5 

69.0 

70.0 

68.9 

75.1 

78.0 

81.1 

70.9 

68.8 

87.2 

22. 

Beverages and Tobacco 

2.22 

58.8 

62.9 

65.7 

64.2 

74.2 

86.8 

94.7 

87.8 

95.7 

96.2 

23. 

Textiles 

27.06 

91.2 

93.7 

96,3 

100.0 

105.2 

104.6 

99,2 

98.1 

102.6 

100.0 

24. 

Footwear 

0.21 

62.0 

71.6 

78.2 

91.9 

91.8 

105.0 

114.2 

120.4 

J19.1 

109.8 • 

25. 

Wood and Cork 

0.80 

50.3 

48.1 

55.3 

60.7 

64.6 

118.4 

102.1 

109.8 

117.7 

128.5 

27. 

Paper 

1.61 

46.2 

48.9 

50.5 

60.1 

63.5 

68.0 

73.9 

77.2 

85.5 

92.4 

29. 

Leather 

0.43 

153.1 

154.6 

169.4 

193.0 

186.5 

186.8 

188.9 

179.6 

158.1 

136.1 1 

30, 

. Rubber 

2.22 

46.4 

52.4 

56.5 

62.8 

66.3 

73.9 

74.3 

79.5 

93.7 

99.9 

31. 

Chemicals 

7.26 

42.3 

47.9 

51.5 

56.7 

61.5 

65.1 

71.1 

72.8 

83.4 

91.9 

32. 

Petroleum and Coal 

1.45 

33.7 

35.7 

38.5 

44.8 

49.3 

52.6 

65.9 

78.8 

87.5 

95.5 

33. 

Non-MetaHic Minerals 

3.85 

52.8 

56.5 

61,5 

68.8 

73.3 

78.8 

78.3 

82.4 

81.9 

92.5 

34. 

Basic Metals 

7.38 

48.7 

57.8 

69.6 

83.5 

84.8 

87.6 

92.0 

88.5 

94.3 

102.0*“** 

35. 

Metal Products 

2.51 

45.6 

51.4 

53.1 

59.5 

66.6 

93.9 

95.3 

87.7 

82.7 

93.8 

36. 

Non-Electrical Machinei y 3.38 

26.5 

32.1 

39.7 

47.7 

57.1 

63.2 

75.2 

79.2 

86.7 

91.9 

37. 

Electrical Machinery 

3.05 

27.6 

30.3 

35.9 

42.2 

48.0 

56.4 

62.1 

67.1 

76.5 

88.8 

38. 

Transport Equipment 

7.77 

75.9 

88.4 

113.5 

118.5 

145.6 

154.9 

116.4 

105.0 

108.2 

102.6 

39. 

Miscellaneous 

1.23 

83.3 

85.6 

95.7 

91.7 

116.3 

110.7 

94.0 

117.2 

84,8 

86.1 

5. 

Electricity 

5.37 

29.8 

34.6 

38.9 

44.9 

51.7 

56.9 

61.9 

68.7 

79.4 

90.0 • 


♦Figures have been derived by arithmetic conversion of the indices with original base : 1960 100. 

Source : Seasonality and Trends >n the Indiw of Industrial Production (Sep., 1979) Bulletin No. TSD/6, published by the CSO. 


MPM is committed to paper. 

And meets the challenge. 

MPM’sRs. 140 crore expansion now forging into reality 


MPM, one of the oldest paper mills 
is fast becoming the largest—in one 
location’, in the country. Nearing comple¬ 
tion is its ambitious venture on paper, the 
Rs. 140 crore expansion programme. 

Bhadravati has just now witnessed 
the high pitch activity of the erection and 
installation of the newsprint machinery. 
Best of brains from India and abroad are 
at work here, with technology from 
Finland and equipment from world leaders. 

Right now hundreds of MPM men are 
at work to complete the most modern 


Chipper House, Pulp Mill, Coal Handling ' 
system. Electrical Distribution system aid 
a variety of intricate and sophisticated 
networks. Forestry development in 75,000 
acres in a phased plan is another challenge 
at hand. 

All to ensure that MPM will soon reel 
out the story of newsprint, writing, 
printing and packing paper. Adding, 
annually, to the national resources 75,000 
tonnes of newsprint and 37,000 tonnes of 
other varieties. Helping to narrow the > 
supply-demand gap. 


Progress-the medium is paper 



IWMVfOK Mttl« IMT9> 

Registered Office: 16/4 Ali Asker Road, Bangalore 560 062. 


Crcamwwe, aznrelaids, duplicating, bonds, printings, krafts^ manilla, pulp boards 

'and now-newsprint. - 
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tie Course of Indian Organised Industrial Production: 1970 to 1981 (Source Classification) 

(Monthly Averages or Calendar Months) 

(Index Numbers wifb Base 1970“ 100) 


Code No. Description Weight 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 Jan.-June 

(Re- (Re- - 

vised) vised) 1980 1981 

(P) 



GENERAL INDEX (CRUDE) 

100.0 104.4 

110.6 

iii.i 

113.1 

119.2 

133.7 

138.3 

147.8 

149.5 

150.7 147.8 162.5 

1. 

Mining and Quarrying 

9.69 

101.0 105.0 

107.0 113.2 

127.9 

136.8 

139.9 

142.1 

148.5 

144.2 

147.2 172.0 

2-3. 

Manufacturing 

81.08 

104.5 

110.5 

111.2 

111.9 

116.0 

130.3 

135.1 

144.4 

144.7 

146.1 

143.4 155.3 

20. 

Food except Beverages 

7.74 

98.1 

101.1 

96.8 

97.8 

106.0 

110.8 

118.4 

138.5 

130.0 

128.3 

130.4 143.6 

21. 

Beverages 

0.69 

117.0 

163.5 

193.6 

142.4 

186.1 

262.6 

347.0 

397.9 

279,2 

303.6 

252.2 397.0 . 

22. 

Tobacco 

2.21 

104.5 

98.6 

101.9 

99.7 

94.2 

106.8 

107.7 

112.5 

124.9 

121.7 

114.5 134.3 

23. 

Textiles 

17.43 

100.0 

105.5 

104.1 

102.8 

101.3 

105.7 

103.3 

109.7 

liO.O 

115.3 

Ill.8 116.0; 

24. 

Footwear etc. 

0.34 

99.5 

85.1 

92.5 

89.9 

91.0 

90.7 

80.4 

73.1 

75.8 

70.2 

80.0 87.8' 

25. 

Wood & Cork except furniture 

0.49 

112.6 

114.0 

50.4 

103.2 

105.6 

115.4 

131.4 

124.0 

129.5 

121.8 

156.4 87.3 

27. 

Paper and Paper Products 

2.24 

104.3 

107.7 

109.2 

116.1 

108.5 

111.8 

112.8 

121.0 

124.0 

131.1 

123.5 142.5; 

29. 

Leather and Fur Products 
except Footwear, etc. 

0.32 

93.6 

100.4 

J 15.0 

109.3 

118.5 

102.8 

104.2 

71.6 

72.3 

103.5 

113.3 93.7 

30. 

Rubber Products 

2,22 

108.9 

114.2 

112.7 

121.0 

123.1 

121.7 

127.9 

143.2 

142.7 

J50.3 

138.5 147.2 

31. 

Chemical & Chemical Products 

10.90 

112.2 

J24.9 

126.7 

123.0 

132.8 

155.4 

171.6 

182.6 

187.3 

183.3 

175.8 199.4. 

32. 

Products of Petroleum and Coal 

1.62 

106.2 

106,0 

111.4 

113.0 

J 19.6 

124,8 

132.7 

141.0 

153.4 

137.4 

134.7 154.8 

33. 

Non-mctallic mineral pro¬ 
ducts except Petroleum and 

Coal 

3.33 

109.7 

116.5 

117.6 

118.1 

119.0 

140,8 

147.4 

152.4 

157.8 

159.8 

157.0 162.4, 

34. 

Basic Metal industries 

8.84 

102.8 

112.3 

102.2 

104.2 

116.4 

139.7 

144.8 

144.9 

138.9 

133.7 

131.3 148.9; 

35. 

Metal Products except Machinery 
and Transport Equipment 

2.77 

105.5 

114.9 

107.6 

122.0 

124.6 

131.8 

137.0 

154.9 

162.7 

150,5 

151.2 149.4, 

36. 

Machinery other than Electrical 

5.55 

115.7 

121.0 

144.1 

152.9 

159.6 

165.0 

179.8 202.2 

204.9 220.1 

220.4 225.6" 

37. 

Electrical Machinery etc. 

5.30 

105.4 

115.0 

113.3 

113.1 

120.3 

129.9 

145.5 

151.1 

163.3 

170.0 

168.7 181.2 

38. 

Transport Equipment 

7.39 

100.0 

99.1 

109.7 

109.0 

106.3 

149.1 

124.5 

124.6 

125.5 

130.2 

131.4 140.2 ; : 

39. 

Miscellaneous 

1.70 

95.7 

89.0 

83.9 

78.3 

73.3 

80.6 

99,9 

133.4 

120.6 

109.2 

115.1 114.8,; 

5. 

Electricity - 

9.23 107.2 116.8 

114.8 

124.1 

138.6 160.3 

165.4 

183.6 

193.0 

197.3 

186.8 215.8 - 


(P) “Provisional and subject to revision. 

Source : Central Statistical Organisation, (Industrial Statistics Wing). Department of Statistics, 
Ministry of Planning, Government of India, New Delhi. 
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Nineteen years ago, we set about identifying 
areas of cooperation, creating suitable frame-work 
for skills and finance... 

'V - 

today, with 10 crore members, 
the cooperative sector benefits more 
than half of the nation’s population 


The value of operations of all 
types of cooperatives is in excess 
of Rs, 16000 crore. These figures, 
however, cannot indicate the 
tremendous social gains that have 
accrued to the poorer sections 
of the community. 

With increased marketing of 
farm-produce, cooperatives are 
trying to ensure a remunerative 
price to the producer, eliminating 
the middlemen, who corner the 
bulk of profits for themselves. 
The supply of agricultural inputs 
and other essential consumer 
commodities b* village coopera¬ 
tives at fan prices at the 
door-steps of the farmers is a 
boon to them 

NCDC has played a pivotal role 
in uplifting the weaker sections 
during the last few years, particu¬ 
larly the fishermen, handloom 
weavers and tnbals. The Corpo¬ 
ration has been speeding up its 
programmes to provide financial 
and technical assistance to the 
farmers, in diverse fields, from 
agro-processing to distribution 
of fertilisers, from marketing of 
agricultural crops to promoting 
giants like IFFCO. NAFED and 
NHEC. Already in operation are 


plans to sat up a rural growth 
centre in every village. At this 
centre "under one roof" the 
farmers would be able to secure 
all their farm requirements, buy 
essential consumer items, avail 
of credit facilities and also sell 
their agricultural produce. 

NCDC has, so far, invested 
Rs. 425 crore in cooperatives. 


With an outlay of Rs. 80 crore 
slated for this year and more to 
come, we are well on our way to 
reaching our goals. 




Our goal of promoting 
cooperatives is a growing 
national investment. 


NATIONAL COOPERATIVE 
DEVELOPMENT CORPORATION 

A STATUTORY CORPORATION 

Head Office . 4, Siri Institutional Araa. 
(Behind Hauz Khas). New Delhi-110016. 

Regional Offices Bangalore • Calcutta a Chandigarh 
a Gauhati a Jaipur a Lucknow a Poona 
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India's Foreign Trade vis-a-vis National Income : 1950-51 to 1981 (Amount in Rs crores) 


Period /Plan/Year 

Imports 

Exports 

Balance 

Percentage Change 

National 

Imports Exports 


(-) 

(+) 

of 

(2-1) 

over the Corres¬ 
ponding Period of 
the Previous Year 

Imports Exports 

Income 

at 

Current 
Prices ■ 

(col. 1) (col. 2) 

As per cent of 
National Income at 
Current Prices (6) 


Pre-Plan 

1950-51 

650 

601 

-49 



8.833 

7.36 

6.80 

First Plan 

1951-52 

979 

733 

—246 

+ 50.6 

+ 22.0 

9,156 

10.69 

8.01 


1952-53 

702 

577 

—125 

—28.3 

—21.3 

8,935 

7.86 

6.46 


1953-54 

610 

531 

—79 

—13.1 

-8.0 

9,601 

6.35 

5.53 


1954-55 

656 

592 

—64 

+ 7.5 

+ 11.5 

8.745 

7.50 

6.77 


1955-56 

774 

609 

—165 

+ 18.0 

+ 2.9 

9,272 

8.35 

6.57 

Second Plan 

1956-57 

903 

620 

—283 

+ 16.7 

+ 1.8 

10,723 

8.42 

5.78 


1957-58 

1,036 

635 

—401 

+ 14.7 

+ 2.4 

10,701 

9.68 

5.93 


1958-59 

904 

573 

—331 

-12.7 

-9.8 

12,023 

7.52 

4.77 


1959-60 

957 

639 

-318 

+ 5.9 

+ 11.5 

12,429 

7.70 

5.14 


1960-61 

1,122 

642 

—480 

+ 17.2 

+0.5 

13,263 

8.46 

4.84 

Third Plan 

1961-62 

1,092 

661 

—431 

-2.7 

+ 3.0 

I3,9&7 

7.81 

4,73 


1962-63 

1,131 

685 

—446 

+ 3.6 

+ 3.6 

14,795 

7.64 

4.63 


1963-64 

1,223 

793 

—430 

4 8.1 

+ 15.8 

16,977 

7.20 

4.67 


1964-65 

1,349 

816 

—533 

+ 10.3 

+ 2.9 

20.001 

6,74 

4.08 


1965-66 

1,409 

806 

—603 

+ 4.4 

-1.2 

20,637 

6.83 

3.91 

Annual Plans 

April and May 1966 

227 

128 

—99 



23,848 

0.95 

0.54 


June 1966-March 1967 

1,675 

967 

—708 




7.02 

4.05 


1967-68 

2,008 

1,199 

-809 



28,054 

7.16 

4.27 


1968-69 

1,909 

1,358 

—551 

— 4.9 

+ 13.3 

28,607 

6.67 

4.75 

Fourth Plan 

1969-70 

1,582 

1,413 

—169 

—17.1 

+ 4.1 

31,606 

5.01 

4.47 


1970-71 

1,634 

1,535 

-99 

+ 3.3 

+ 8,6 

34,235 

4.77 

4.48 


1971-72 

1,825 

1,608 

—217 

+ 11.7 

+ 4.8 

36,573 

4.99 

4.40: 


1972-73 

1,867 

1,971 

+ 104 

+ 2.3 

+ 22.6 

40,270 

4.64 

4.89 


1973-74 

2,955 

2,523 

—432 

+ 58.3 

+ 28.0 

50,424 

5.86 

5.00 

Fifth Plan 

1974-75 

4,519 

3,329 

— 1,190 

+ 52.9 

+ 31.9 

59,446 

7.60 

5.60 


1975-76 

5,265 

4,043 

—1,222 

+ 16.5 

4 21.4 

62,139 

8.47 

6.51 


1976-77 

5,074 

5,146 

+ 72 

—3.6 

+ 27.3 

67,362 

7.53 

7.64 


1977-78 

6,025 

5,404 

— 621 

+ 18.7 

+ 5.0 

76,109(P) 

7.92 

7.10: 


1978-79 

6,814 

5,726 

— 1,088 

+ 13.1 

+ 6.0 

81,228(P) 

9.39 

7.05 

Base year for Sixth plan 1979-80 

8,908 

6,459 

—2,449 

+ 30.7 

+ 12.8 

90,173(Q) 

9.88 

7.16 

Sixth Plan 

1980-8l(PR) 12,330 

6,704 

—5,626 

+ 38.4 

+ 3.8 

110,011 (T) 

11.21 

6.09 


April-June 1980(P) 

2,536 

1,172 

—1,364 






April-June 1981 (R) 

2,857 

1,658 

—1,199 







April-June 1981(P) 

2,815 

1,652 

—1,163 







(P)=Provisional and subject to revision. (PR)ssPartially Revised, (R)=Revised. (Q) Quick Estimates (T) Tentative Estimate 


by RBI. 

Notes: The foreign trade data relate to total sea, air and land trade on private and Government accounts. With effect from April, 
1963 trade of Goa, Daman and Diu as well as Andaman and Nicobar Islands, land-borne trade with Nepal and exports by parcel 
post of pearls and precious stones are included. Direct transit trade, transhipment trade, ships’ stores and passengers' baggage arts 
excluded. Data include silver (other than currency coins), notes and coins withdrawn from circulation or not yet issued, indirect 
transit trade and trade by parcel post. Exports include re-exports and exports by letter post. Imports include dutiable articles by tet¬ 
ter post and defence stores and exclude certain consignments of foodgrains and stores on Government account awaiting adjustment 
Imports and exports are based on general system ofrecording; imports are on c.i.f, basis and exports on f.o.b. basis, inclusive 0i 
export duty. Indian rupee was devalued on June 6,1966. Data from June 1966 onwards are not comparable with those for the 
earlier period. The export figures for the period November, 1970 to March, 1973 are based on original copy of the shipping bilb 
whereas the figures for the rest of the period are based on the finally passed shipping bills. 

Soitrces : (i) Directorate Geneial of Commercial Intelligence and Statistics for cols. (1) and (2). 

(ii) Central Statistical Organisation for col. (6) except for 1980-81. For 1980-81 tantative estimates by RBI has been used. 
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VIJAYA BANK 


For the Millions Who Have Nothing 
To Invest Except Hard Work. 

Look around you and you’ll see them wherever the eye 
falls. 


* 

5 . 
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Artisans, cobblers, basket weavers, vegetable vendors, 
tea-shop owners—small operators too humble to be called 
“businessmen” but proud enough to want to stand on their 
own feet. 

Vijaya Bank reaches out to them—with credit, advice on 
how to use it best and help to get a livelihood going. 

If you’d like to know more, come across to Vijaya Bank. 
There’s one close to you. 
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VIJAYA BANK 

(Wholly owned by the Govt, of India) 
H.O. 2, Residency Road, Bangalore-25 
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Mb’s Overall Balance of Payments: 1990-51 to 1978-79 
(Current Account) 


(Rs crorcs) 


Teriod/Plan/Year 

Merchandise* 

Invisibles 


Total Current Transactions 

Credits 

(+) 

Debits 

(--) 

Net 

Credits 

(+) 

Debits 

(-) 

Net 

Credits 

(+) 

Debits 

(-) 

Net 



(i) 

(2) 

(3)— 

(1+2) 

(4) 

(5) 

(6)- (7)= (8)- (9) *=(8+9 

(4+5) (1+4) (2+5) —(3+6) 

Pre-Plan 

1950-51 

646.8 

650.3 

—3.5 

139.5 

97.1 

+ 42.4 

786.3 

747.4 

+38.9 

First Plan 

1951-52 

730.1 

962.9 

-232.8 

178.8 

108.6 

+70.2 

908.9 

1,071.5 

—162.6 


1952-53 

601.9 

633.0 

—31.1 

193.4 

102.1 

+ 91.3 

795.3 

735.1 

+ 60.2 


1953-54 

539.7 

591.8 

—52.1 

190.7 

91.2 

+ 99.5 

730.4 

683.0 

+ 47.4 


1954-55 

596.6 

689.7 

-93.1 

204.5 

105.4 

+ 99.1 

901.1 

795.1 

+ 6.0 


1955-56 

640.3 

773.1 

—132.8 

255.9 

116,4 

+ 139.5 

896,2 

889.5 

+ 6.7 

1 

Second plan 

1956-57 

635.2 

1,102.1 

— 466.9 

265.5 

111.4 

+ 154.1 

900.7 

1,213.5 

-312.8 


1957-58 

668.6 

1,233.2 

—564.6 

249.0 

115.8 

+ 133.2 

917. ( 

1,349.0 

-431.4 


1958-59 

576.3 

1,029.3 

-453.0 

253.1 

127.1 

+ 126.0 

829.4 

1,156.4 

-327.0 


1959-60 

627.4 

932.3 

—304.9 

260.1 

140.8 

+ 119.3 

887.5 

1,073.1 

-185.6 


1960-61 

630.5 

1,105.7 

—475.2 

259.9 

177.1 

+ 82.8 

890.4 

1,282.8 

- 392.4 

Third Plan 

1961-62 

668.3 

1,006.0 

—337.7 

234.3 

203.0 

+ 31.3 

902.6 

1,209.0 

—306.4 


1962-63 

680.9 

1,096.8 

—415.9 

284.1 

222.2 

+ 61.9 

965.0 

1,319.0 

354.0 


1963-64 

801.6 

1,245.0 

- 443.4 

325.9 

231.9 

+ 94.0 

M27.5 

1,476.9 

- 349.4 


1964-65 

800.9 

1,420.8 

—619.9 

422.6 

254.7 

+ 167.9 

1.223.5 

1,675.5 

—452.0 


1965-66 

784.5@ 

1,367.9 

-583.4 

344.8 

272.1 

+ 72.7 

1,129.3 

1,640.0 

- 510.7 

Annual Plans 

1966-67 

1,086.5 

1,991.1 

—904.6 

459.5 

398.8 

+ 60.7 

1,546.0 

2,389.9 

—843.9 


1967-68 

1,257.9 

2,055.7 

—797.8 

432.5 

441.1 

-8.6 

1,690.4 

2,496.8 

- 806,4 


1968-69 

1,367.4 

1,740.5 

—373.1 

462.8 

454.9 

+ 7.9 

1,830.2 

2,195.4 

- 365.2 

Fourth Plan 

1969-70 

1,403.9 

1,582.3 

- 178.4 

437.5 

476.1 

-38.6 

1,841.4 

2,058.4 

-217.0 


1970-71 

1,402.7 

1,720.4 

- 317.7 

489.1 

502.8 

-13.7 

1,891.8 

2,223.2 

-331.4 


1971-72 

1,555.4 

1,993.6 

- 438.2 

540.4 

503.7 

+ 36.7 

2,095.8 

2,497.3 

-401.5 


1972-73 

1,895.5 

2,146.5 

-251.0 

526.1 

526.7 

-0.6 

2,421.6 

2,673.2 

—251.6 


1973-74 

2,350.7 

2,729.3 

—378.6 

2,256.5f 

576.5 

+ 1,680.0 

4,607.2 

3,305.8 

+ 1,301.4 

Fifth Plun 

1974-75 

3,179.7 

4,156.9 

—977.2 

899. If 

566.3 

+ 332.8 

4,078.8 

4,723.2 

-644.4 


1975-76 

4,177.6 

4,744.1 

-566.5 

1,609.3 

748.6 

+ 860.7 

5,786.9 

5,492.7 

+294.2 


1976-77 

5,133.1 

4,816.9 

+ 316.2 

2,154.0 

944.4 

+ 1,209.6 

7,287.1 

5,761.3 

+ 1,525.8 


1977-78 

5,433.5 

5,541.0 

—107.5 

2,806.7 

964.5 

+ 1,842.2 

8,240.2 

6,505.5 

+ 1,734.7 


1978-79 

5,554.9 

7,397.5 

—1,842.6 

3,147.6 

1,132.5 

+ 2,015.1 

8,702.5 

8,530.0 

+ 172.5 


♦Exports f.o.b.; Imports c.i.f. 

(^Beginning with the quarter October-December, 1956, the basis for recording of the exports data was changed from ship* 
ments approved during a month to actual shipments in respect of which documents were negotiated during a month. 

■[•Includes Rs 1664.0 crores in 1973-74andRs 16.4 crores in 1974-75 of official transfer receipt under the agreement of February 
18, 1974 between the Governments of India and the USA cn the disposition of PL 480 and other rupee funds. 

Note 1. The rupee equivalent of all foreign currency transactions upto end-May, 1966, has been arrived at by applying the pre- 
devaluation exchange rates and of those during the subsequent period by using the current exchange rales. 

2. Beginning with the year 1962-63 merchandise transactions and thereafter aU transactions relating to Goa, Diu & Daman 
are included. 



Debits represent transactions which increase assets or decrease liabilities. Credits are items which decrease assets or 
increase liabilities. 

Sources : Reserve Bank of India, 
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KEEP 

YOUR STATION 
CLEAN 


There is no denying that clean surroundings mirror the character of an individual 
and mould our attitude. Such surroundings radiate joy. 

We keep our homes spick and span. Why not practise the same in the public 
places also? 

On railway platforms, in waiting rooms, in carriages, and in fact anywhere 
where people gather in large numbers it is of paramount importance that surround¬ 
ings are maintained clean. 

We on the railways, have launched a cleanliness drive which has produced 
handsome results. The railways wear a more presentable look. We, however, 
realise much more needs to be done. We shall relentlessly strive to be better. 

You can also help railways, keep station and the adjacent places clean by 
taking care that areas around you are in perfect condition. Why not utilize the 
services of the railway sanitary staff. They are there to serve you. 

On your own part please do not allow litter to be thrown except in dust-bins- 
Every small act will help us serve you better. 
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Railways are your property. Keep it clean. 


NORTHERN RAILWAY 
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eastern economist 
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*« MTttiimm'i wto9 

(Capita Account) 



riod/Plan Year 


(Rs crores) 


Total Capital 
and Monetary Gold 


Credits 

Debits 

Net 

(+> 

(-) 



Pre-Plan 

1950-51 

134.0 

166.2 

—32.2 

First Plan 

1951-52 

286.6 

79.0 

+ 207.6 


1952-53 

112.9 

147.4 

—34.5 


1953-54 

83.4 

133.1 

-49.7 


1954-55 

97.1 

91.0 

+ 6.1 


1955-56 

100.3 

89.4 

+10.9 

Second Plan 

1956-57 

436.7 

123.6 

+ 313.1 


1957-58 

627.4 

188.1 

+ 439.3 


1958-59 

505.6 

149.5 

+ 356.1 


1959-60 

502.9 

292.8 

+ 210.1 


1960-61 

581.8 

183.1 

+ 398.7 

Third Plans 

1961-62 

701.9 

403.3 

+ 298.6 


1962-63 

627.6 

279-5 

+ 348.1 


1963-64 

676.8 

272.8 

+404.0 


1964-65 

962.5 

461.7 

+ 500.8 


1965-66 

1,053. I 

530.0 

+ 523. 1 

Annual Plans 

1966-67 

1,689.3 

858.8 

+ 830.5 


1967-68 

1,740.8 

859.6 

+ 881.2 


1968-69 

1,273.2 

794.3 

+ 478 9 

Fourth Plan 

1969-70 

1,155.5 

924.1 

+ 231.4 


1970-71 

1,451.3 

1,041.2 

+410.1 


1971-72 

1,239.6 

772.9 

+466.7 


1972-73 

1,052.1 

768.9 

+283.2 


1973-74 

1,686.8 

2,780.7t 

—1,093.9 

Fifth Plan 

1974-75 

2,542.9 

1,602.4 

+940.5 


1975-76 

2,369.5 

2,421.7 

—52.2 


1976-77 

2,105.3 

3,307.0 

—1,201.7 


1977-78 

1,963.2 

3,682.8 

—1,719.6 


1978-79 

2,255.4 

3,016.3 

—760.9 


tIncludes repayment of rupee loans of Rs 1737.9 crores 
under the agreement of February 18, 1974 between the Govern¬ 
ments of India and the USA on the disposition of PL 480 
and other rupee funds. 

Notes : 

1. The rupee equivalent of all foreign currency transactions 
upto end-May, 1966, has been arrived at by applying the pre¬ 
devaluation exchange rates and of those during the subsequent 
period by using the current exchange rates. 

2. Beginning with the year 1962-63 merchandise transactions 
and thereafter all transactions relating to Goa, Diu & Daman 
are included- 

3. Debits represent transactions which increase assets or 
decrease liabilities. Credits are items which decrease assets or 
increase liabilities. 

Source : Reserve Bank of India. 


Indian Terms of Trade and Index Numbers of Imports and 
Exports: 1968-69 to 1979-80 

(Base: 1968-69-100) 


Year/Month 

Unit Value 
Index 

Ex- Im¬ 

ports ports 

Net 

Terms 

of 

Trade 

Quantum 

Index 

Ex- Im¬ 

ports ports 

Gross 

Terms 

of 

Trade 

1 

2 

3 

4 .-- 2/3 

5 

6 

7-6/5 

1969-70 

104 

100 

J04 

100 

84 

84 

1970-71 

106 

100 

106 

106 

87 

82 

1971-72 

108 

93 

116 

107 

105 

98 

1972-73 

120 

97 

124 

120 

99 

83 

1973-74 

146 

138 

106 

125 

114 

91 

1974-75 

183 

239 

77 

133 

100 

75 1 r 

1975-76 

197 

280 

70 

147 

99 

67 

1976-77 

210 

272 

77 

174 

99 

57 ■ 

1977-78 

236 

249 

95 

168 

130 

78 . 

1978-79 

234 

260 

90 

180 

140 

78 . 

1979-80 

236 

360 

66 

199 

135 

68 " ;• 

April, 1979 

244 

300 

81 

210 

119 

57 . 

May, 1979 

241 

333 

72 

184 

114 

62 

June, 1979 

267 

333 

80 

154 

107 

69 ; 

July, 1979 

257 

338 

76 

135 

113 

84 : : 

August, 1979 

266 

351 

76 

115 

96 

83 ‘ 

September, 1979 

265 

355 

75 

139 

122 

88 

October 1979 

228 

401 

57 

154 

92 

59 ; 

November, 1979 

262 

403 

65 

133 

112 

84 

December, 1979 

259 

375 

69 

141 

84 

60 ' 

January, 1980 

264 

416 

63 

136 

119 

88 'A 

February, 1980 

276 

463 

60 

128 

106 

83 

March, 1980 

284 

440 

56 

193 

136 

71 4’ 


Source : Directorate General, Department of Commercial Intel* 
ligencc and Statistics, Government of India. 
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Give your walls 
the beauty treatment 
that lasts forever 


Somany 
Pilkington’s 
wall tiles Jr 

-the first choice > ; 
for lasting 
beautyand 
hygiene 


“1 ' 



Perfect dimensional 
accuracy... 

SPL tiles are engineered 
for total accuracy — 
clean joints, a smoother 
finish. 

So easy to install... 

A special pattern behind 
each tile ensures better 
adhesion to your wall. 

Exciting colours and 
designs... 

Soft pastels, elegant 
patterns — the SPL 
range matches every 
mood and setting. 

Endless possibilities for 
creating new patterns... 
With SPL tiles you can 
create any number of 
exciting designs 
(especially with 
rectangular tiles). 

Matchless quality... 
SPL tiles are the largest* 
exported tiles from India 
and compare with the 
best in the world. No 
wonder, even years later 
they’ll still look brand 
new. 


To ensure proper installation 
of SPL Tiles, consult the 
fixing instructions given with 
each carton. 



JWVSPU3A1 


SOMANY- 

PILKIIMGTON'S 

Tiles with style 

2 Red Cross Piece * 

Ca.lcutta*700 001 


EASTERN ECONOMIST 


268 





1 Period/Plan/Year 

Gross 

Debt Services 

Net 

$ 

Aid 




Inflow 


Utilisa- 

Amor-' 

Interest 

Total 

of 


tion 

tisation 

Pay- 

Debt 

Aid 


Payments ments 

Services 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

Third plan 1961*62 

338 

58 

33 

91 

247 

1962-63 

444 

48 

39 

87 

357 

1963-64 

590 

54 

46 

100 

490 

1964-65 

723 

69 

52 

121 

602 

1965-66 

772 

77 

67 

144 

628 

Annual 1966-67 

1,132 

157 

115 

272 

860 

> Plans 1967-68 

1,177 

194 

122 

316 

861 

1968-69 

913 

207 

137 

344 

569 

Fourth 1969-70 

837 

238 

142 

380 

457 

Plan 1970-71 

780 

254 

158 

412 

368 

1971-72 

821 

271 

175 

446 

375 

1972-73 

605 

302 

177 

479 

126 

1973-74 

803 

300 

184 

484 

319 


(891) 

(355) 

(196) 

(551) 

(340) 

Fifth Plan 1974-75 

968 

331 

181 

512 

456 


(1,087) 

(368) 

(201) 

(569) 

(518) 

1975-76 

1,436 

335 

174 

509 

927 


(1,739) 

(427) 

(224) 

(651) 

(1,088) 

1976-77 

1,248 

383 

187 

570 

678 


(1,529) 

(471) 

(242) 

(713) 

(816) 

1977-78 

1,076 

464 

203 

667 

409 


(1,249) 

(561) 

(260) 

(821) 

(428) 

1978-79 

1,094 

479 

218 

697 

397 


(1,332) 

( 600 ) 

(286) 

(886) 

(446) 

Base Year 1979-80 

1,139 

440 

238 

678 

461 

< 

for the Sixth 

(1,365) 

(570) 

(301) 

(871) 

(494) 

plan 






Sixth Plan 1980-81 

1,317 

448 

239 

687 

630 


(1,578) 

(569) 

(281) 

(850) 

(728) 


Notes: 1. Figures upto March, 1966, are not comparable with 
those for the later period because of the devaluation of the 
rupee in June, 1966. 

2. Gross aid utilisation includes debt relief provided 
in the form of refinancing credits and grants. Debt service 
payment in these cases arc covered in cols. (3) and (4). 

3. Figures in paranthescs indicate the rupee values at 
the current rates of exchange during respective years. 

4 . Both amortisation and interest payments exclude 
payments which are either postponed or rescheduled. 

Source : RBI Report on Currency and Finance , 1980-81 (and 
earlier issues). 


From Fan to Cooler 

The Bajaj way! 

Get yodrself a Baja) Exhaust fan; the light duty 
household model; or the heavy duty industrial 
model. Efficient air displacers; elegant good 
lookers toot And that's not all. Once you have 
the Bajaj Exhaust Fan you can make your own 
desert cooler. So there you are—Cool and cooler 


too, in the bargainl 



4IGHT DUTY 


HEAVY DUTY 


EXHAUST FANS 


o 

■n 


BUYBESTl 


J BUY BAJAJ 


AMHtTAI* NUMBER 1982 
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Period/M^n/Year 



Overall External Assistance: Gross Disbursements (Utilisation) 

Loans 

Grants 

Total 

2+3 

PL 480/665 Assistance 
Repayable in 

Grand 

Total 

4+5+6 

Of 

which : 
Untied 
Credits* 

Rupees 

Convertible 

Currency 

(1) 


(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(7a) 

Annual Plans 

1966-67 

674.7 

97.1 

771.8 

359.6 

— 

1,131.4 

183.1 


1967-68 

793.2 

60.7 

853.9 

310.9 

30.8 

1,195.6 

253.0 


1968-69 

679.8 

65.2 

745.0 

84.5 

73.1 

902.6 

156.5 

Fourth Plan 

1969-70 

660.7 

26.1 

686.8 

107.5 

62.0 

856.3 

196.3 


1970-71 

658.9 

43.5 

702.4 

37.7 

51.3 

791.4 

160.6 


1971-72 

671.7 

50.5 

722.2 

8.8 

103.1 

834.1 

177.9 


1972-73 

649.9 

12.0 

661.9 

— 

4.3 

666.2 

277.6 


1973-74 

1,015.0 

20.7 

1,035.7 

— 

— 

1.035.7 

451.1 

Fifth Plan 

1974-75 

1,220.4 

93.9 

1,314.3 

— 

— 

1,314.3 

647.9 


1975-76 

1,464.9 

283.3 

1,748.2 

— 

92.3 

1,840.5 

854.8 


1976-77 

1,285.3 

245.8 

1,531.1 

— 

67.8 

1,598.9 

886.2 


1977-78 

1,007.5 

260.6 

1,268.1 

— 

21.9 

1,290.0 

288.4 


1978-79 

992.4 

273.4 

1,265.8 

— 

— 

1,265.8 

306.2 

Base Year for the Sixth Plan 

1979-80 

1,062.5 

304.5 

1,367.0 

— 

— 

1,367.0 

291.3 

Sixth Plan 

1980-81 

N.S.A. 

N.S.A. 

2,340.95(F) — 

— 

2,340.95(P) N.A 









(Contd.) 
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(Amount in Rs crores) 


.’.-v --i', ■ . 

«f Smttttl AIJKiiwGhm i 


1 Net— Ccntd. 


period/Plan/Ycar External Debt Servicing Nei Percentage Share in the Total External 

--- inflow Assistance (Gross) Col. (7) or 

Amorti- Interest Total Debt of -- 

sation Payments Servicing Assistance Grants Untied Total Debt Net 
8 + 9 (7-JO) (Col. 3) Grants Servicing Inflow 

(Col. 7a) (Col. JO) (Col. 11) 


(J) 


(8) 

(9) 

(10) 

(11) 

(12) 

(13) 

(14) 

(15) 

Anrnial Plans 

1966-67 

159.7 

114.8 

274.5 

856.9 

8.6 

16.2 

24.3 

75.7 


1967-68 

210.7 

122.3 

333.0 

862.6 

5.1 

21.2 

27.9 

72.1 : 


1968-69 

236.2 

138.8 

375.0 

527.6 

7.2 

17.3 

41.5 

58.5 : 

^Fourth Plan 

1969-70 

268.5 

144.0 

412.5 

443.8 

3.0 

22.9 

48.2 

51.8 


1970-71 

289.5 

160.5 

450.0 

341.4 

5.5 

20.3 

56.9 

43.1 ; 


1971-72 

299.3 

180.0 

479.3 

354.8 

6.1 

21.3 

57.5 

42.5 


1972-73 J 

327.0 

180.4 

507.4 

158.8 

1.8 

41.7 

76.2 

23.8 


1973-74 

399.9 

195.9 

595.8 

439.9 

2.0 

43.6 

57.5 

42.5 ; 

Fifth Plan 

1974-75 

411.0 

215.0 

626.0 V . 

688.3 

7.1 

49.3 

47.6 

52.4 J, 


1975-76 

462.7 

224.2 

686.9 * 

1,153.6 

15.4 

46.4 

37.3 

62.7 


1976-77 

507.4 

247.3 

754.7 

844.2 

15.4 

55.4 

47.2 

52.8 : 


1977-78 

560.6 

260.1 

820.7 

469.3 

20.2 

22.4 

63,6 

36.4 ' 

Base ^ ear for the Sixth 

1978-79 

593.7 

288.4 

882.1 

383.7 

21.6 

24.2 

69.7 

30.3 

30.3 • 

Plan 

1979-80 

570.1 

313.9 

884.0 

483.0 

22.3 

21.3 

64.7 

Sixth Plan 

1980-81 

582.2(E) 

299.8(E) 

882.0(E) 1,458.95 

N.A. 

N.A. 

37.7 

62.3 ^ 


♦Comprise mainly loans from IBRD, Sweden, USA and West Germany and debt relief. P =rProvisional. E- Estimates. J 

Notes : ■ :h 

1. Amounts expressed in foreign currencies have been converted into rupees at the post-devaluation rate of exchange ($lt* ,§. : 

Rs. 7.50) upto 1970-71. For the year 1971-72, pre-May J 971 exchange rates have been retained for conversion into rupees of utilisa^ lo¬ 
tion (gross) figures and amortisation payments; but Central rates have been used for computing the rupee equivalent of interest J 
payments effected between December 20,1971 and March 31,1972. For 1972-73, the rupee figures have been derived onthe basis -v 
of the central rates which prevailed following the currency realignment of December, 1971. For J973-74, the quarterly average Of I [j 
the exchange rate of the nipee with individual donor currency has been applied (to the quarterly data in respect of utilisation) for - 
arriving at the equivalent rupee figures. For 1974-75, utilisation figures have been worked out at current rates which is the monthly 
average exchange rate of the rupee with individual donor currencies. Utilisation figures for 1975-76,1976-77 and 1977-78 are 
based on actual daily rates of the rupee with the donor currency on the respective dates. (For arriving at the rupee equivalent of ie*' v ,p 
payments of principal and interest from 1974-75 onwards, actual daily rates of rupee with individual donor currency applicable off y% 
the respective dates have been used). \ 

2. Loan amounts are net of surrenders, de-obligations and cancellations, etc. Incase of PL 480, amounts are net of lapsed^ ■; 

js agreement. / 

3. Figures for utilisations are inclusive of suppliers’credits. 

4. Constituent items may not add up exactly to total because of rounding. j 

Source Juonomic Survey, 1980-81, Ministry of Findhce, Government of Indio# 
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FDS KE. 904b 


A surprise packet 
for your pocket! 



NEW KELTRON 
LC-20A Single 
Memory LCD 
Pocket Calculator 

A handy calculator with liquid crystal 
display and several functions, it is 
priced surprisingly low. Comes with 
an attractive case. And like any other 
Keltron Calculator it is totally 
dependable. 

Also available : Single Memory, 
Slide Rule and Advanced Scientific 
PocketCalculators 

SihELTRDN 

know-how to serve the people. 
Bombay. Delhi. Calcutta. Madras. Bangalore. 
Trivandrum. Atimedabad. Hyderabad. 
Marketing Division, 

Keltron House. 

Trivandrum-695 001. 

Telephone : 60621. 







FOR BIG FOR SMALL S B B J FOR ALL 

Avail of our Cash Certificate Scheme 

AND 

SEE YOUR MONEY GROW 
FOR BRIGHT FUTURE 

FOR DETAILED PARTICULARS PLEASE CONTACT 

OUR NEAREST BRANCH 

STATE BANK OF BIKANER AND JAIPUR 

(The Largest Bank of Rejasthan) 

SERVING THE NATION THROUGH 
MORE THAN 525 BRANCHES 
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Budgetary Position of the Government of Ind|a: 1950-51 to 1981-82 


(R$ Crores) 


[Period/Plan Year 


Revenue Account 


Capital Account 


Aggregate (=Revenue and 
Capital Accounts combined) 


Receipts 

(+) 

Expendi¬ 

ture 

(-> 

Surplus 
(+)/De- 
ficit (—) 

Receipts 

(+) 

Disburse- Surplus 
ments Dc- (+)/De- 
ficit (—) ficit(-f-) 

Receipts 

(-) 

Disburse¬ 

ments 

<-> 

Overall 
Surplus 
(+)/De- 
fict(—) 

o) 

(2) 

(31= 

(1-2) 

{4) 

(5) (6) = 

(4-5) 

(7) = 
(1+4) 

(«)- 

(2+5) 

(9 

(7—8)*» 
(3+6) 


Pre-Plan 

1950-51 

406 

347 

+ 5.9 

106 

169 

— 63 

512 

516 

-4 ■' 

First Plan 

1951-52 

509 

381 

+ 128 

212 

296 

- 84 

721 

677 

+44 

1952-53 

435 

396 

+ 39 

69 

172 

- 103 

504 

568 

-64 


1953-54 

416 

407 

+ 9 

218 

308 

-90 

634 

715 

-81 , 


1954 55 

456 

422 

+ 34 

273 

448 

- 175 

729 

870 

-141 

1 

1955-56 

481 

441 

+40 

288 

488 

■ 200 

769 

929 

-160 

Second Plan 

1956-57 

563 

474 

+ 89 

310 

584 

■ 274 

873 

1,058 

—185 ? 


1957-58 

673 

631 

+42 

298 

798 

- 500 

971 

1,429 

-458 : 


1958-59 

670 

675 

.5 

590£ 

807 

217 

1.260 

1,482 

-222' 


1959-60 

779 

736 

+ 43 

758 

970 

212 

1,537 

1,706 

~i69 :< 


1960-61 

877 

826 

+ 51 

1,156 

1,090 

+ 66 

2,033 

1,916 

+ 117 $ 

Third Plan 

1961-62 

1,037 

912 

+ 125 

1,022 

1,262 

- 240 

2,059 

2,174 

-115 ;■ 


1962-63 

1,428 

1,314 

+ 114 

1,204 

1.474 

—270 

2,632 

2,788 

—156' '‘i 


1963-64 

1,846 

1,659 

+ 187 

1,381 

1,735 

- 354 

3.227 

3,394 

-167 $ 


1964-65 

2,081 

1,807 

+274 

1,645 

2,091 

-446 

3,726 

3,898 

—172 


1965-66 

2,345 

2,025 

+ 320 

1,646 

2,139 

• 493 

3,991 

4,164 

— 173 

Annual Plans 

1966-67 

2,500 

2,272 

+ 228 

2,171 

2,694 

- 523 

4,67J 

4,966 

-295. f 


1967-68 

2,586 

2,481 

+ 105 

2,164 

2,475 

-311 

4,750 

4,956 

-206 


1968-69 

2,793 

2,712 

+ 81 

2,000 

2,344 

-344 

4.793 

5,056 

- 263 

Fourth Plan 

1969-70 

3,067 

2,942 

+ 125 

2,508 

2,679 

- 171 

5,575 

5.621 

-46 + 


1970-71 

3,342 

3,179 

4 163 

2,524 

2,972 

- 448 

5.866 

6.151 

-285 ■! 


1971-72 

4,028 

4,128 

- 100 

3,031 

3,450 

—419 

7,059 

7,578 

-519 '! 


1972-73 

4,578 

4,592 

-14 

2,974 

3,829f 

—855 

7,552 

8,421 

- 869 f 


1973-74 

5,073 

4,836 

+ 237 

3,646(5?'. 

4,2I1(« 

-565 

8,719 

9,047 

-328 ; 

Fifth Plan 

1974-75 

6,557 

5,793 

+ 764 

3,297 

4,782 

-1.485 

9,854 

10,575 

— 721 


1975-76 

8,076 

7,189 

+ 887 

4,697 

5,950 

- 1.253 

12,773 

13,139 

-366 , 


1976-77 

8,739 

8,441 

+298 

5,607 

6,036 

—429 

14,346 

14,477 

—131 


1977-78 

9,792 

9,362 

+430 

5,589 

6,952 

■ -1,363 

15,381 

16.314 

-933 % 


1978-79 

11,240 

10,948 

+ 292 

6,938 

8,736 

-1,798 

18,178 

19,684 

-1,506 

Annual Plan 

1979-80 

11,340 

12,034 

-694 

6,125 

7,864 

— 1,739 

17,465 

19,898 

- 2,433 

Sixth Plan 

1980-81(RE) 

12,894 

14,620 

—1,726 

10,111+$ 

10,360$ 

-■249 

23,005 

24.980 

-1,975 :,| 


1981-82(BE)* 

14,327 

15,299 

—972 

9,712 

10,279 

—567 

24,037 

25,578 

- 1,539 



(14,056) 

(- 

-1,243) 




(23,769) 


(-1,810) 


£ Includes sales of treasury bills of Rs. 25.5 crores through public auction, j - Excludes the notional transfer of Rs 421.1 7 
crores on account of Centre's assistance to States for clearing their overdrafts with the RBI. (a) Excludes PL 480 transactions 
under the lndo-US Agreement, 1974. * Including effects of budget proposals. Figures in parentheses exclude the effects of addi- ; 
tional resource mobilisationmeasures. J Includes accounting adjustments relating to the write-off of Rs. 938.3 crores of loans \ 
advanced to State Governments priorto 1979-80, in pursuance of the recommendations of the Seventh Finance Commission. 

$ Includes notional expenditure/receipt of Rs 561.1 crores on account of subscription payable to iMFin the form of securities 
and special drawing rights. 

Notes: 1. Capital receipts are exclusive oftreasury bill receipts and also exclude conversion of ad hoc treasury bills into dated 
securities from 1958-59. 2. Due to changes in accounting classification of the budget heads, figures for the years 1962-63 onwards 
and again from 1972-73 onwards are not strictly comparable with the figures prior to these two years. Source : Budget documents., ; 
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If these walls 
could speak, wed hear 
how history is made. 



On 30th October this welcomed the guests of 
year, the Ashok Hotel the nation. Names that 
completed its first twenty* form a veritable ‘who's 
five years. A quarter who' in politics, the arts, 

century of being India's the sciences, sports, the 
“official host". And of business world, even 
being a witness to history, monarchy. The walls of 
Over the past quarter the Ashok have echoed 
century, the Ashok has the words that make 
headlines all over the 


world. In state banquets. ' * 
receptions* meetings ol 
heads of state and 
go v ern m e n t. 

The Ashok has 
been a part of many 
momentous occasions. An* 
shared India $ privilege of 
welcoming the world 


la 


m® 

•India tourism Development Corporation 


Ashok Hotel 

I New Delhi 
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'■* L ' T **f r ti - \ i—ny %l 

fis-a-ih National; 


»: 1960-61 to 1961-82 

(Amounts in Rs Crores) 


^Period/Plan/ Year 


Revenu 

Total 

ie Receipts 

Of which : 

Capital Aggregate 
-Receipts Receipts 
(a) on Reve¬ 

nue and 
Capital 
Accounts 
(1 + 2) 

National 

Income 

at 

n _ 

Aggregate 

Receipts 

(Col.3) 

Tax 

Revenue 
(Col. la) 

Tax 

Revenue (col. la) 
as per cent of 

Tax 

Revenue 

vuiiup 

Prices As per cent of 
National Income 
(Col. 4) 

Aggregate Revenue 
Receipts Receipts 
(col. 3) (col. 1) 



(1) 

(la) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

Terminal Year of the 










Second Plan 

1960-61 

1,710 

1,355 

1,266 

2,976 

13,263 

22.4 

10.2 

45.2 

79.2 

Third Plan 

1961-62 

1,846 

1,537 

1,122 

2,968 

13,987 

21.2 

11.0 

51.8 

83.3 


1962-63 

2,424 

1,855 

1,319 

3,743 

14,795 

25.3 

12^5 

49.6 

76.5 


1963-64 

2,999 

2,313 

1,469 

4,468 

16,977 

26,3 

13.6 

51.8 

77.1 

«Aa 

1964-65 

3,330 

2,585 

1,850 

5,180 

20,001 

25.9 

12.9 

49.9 

77.6 

W 

1965-66 

3,689 

2,902 

1,801 

5,490 

20,637 

26.6 

14.1 

52.9 

78.7 

Annua (Plans 

1966-67 

4,026 

3,240 

2,485 

6,511 

23,848 

27.3 

13.6 

49.8 

80.5 


1967-68 

4,361 

3,423 

2,369 

6,730 

28,054 

24.0 

12.2 

50.9 

78.5 


1961-69 

4,846 

3,727 

2,145 

6,991 

28,607 

24.4 

13.0 

53.3 

76.9 

Fourth Plan 

1969-70 

5,273 

4,182 

2,838 

8,111 

31,606 

25.7 

13.2 

51.6 

79.3 


1970-71 

5,810 

4,735 

2,611 

8,421 

34,235 

24.6 

13.8 

56.2 

81.5 


1971-72 

6,840 

5,565 

2,863 

9,703 

36,573 

26.5 

15.2 

57.4 

81.4 


1972-73 

8,233 

6,432 

3,210 

11.443 

40,270^ 

28.4 

16.0 

56.2 

78.1 


1973-74 

9,286 

7,363 

3,642(b) 

12,928(b) 

40,424 

25.6 

14.6 

57.0 

79.3 

Fifth Plan 

1974-75 

11,616 

9,206 

3,887 

15,503 

59,446 

26.1 

15.5 

59.4 

79.3 


1975-76 

14,344 

11,155 

5,277 

19,621 

62,139 

31.6 

18.0 

56.9 

77.8 


1976-77 

15,858 

12,294 

6,359 

22,217 

67,362 

33.0 

18.3 

55.3 

77.5 


1977-78 

17,257 

13,215 

6,003 

23,260 

76,109(P) 30,6 

17.4 

56.8 

76.6 


1978-79 

19,762 

15,491 

7,936 

27,698 

81,228(P) 34.1 

19.1 

55.9 

78.4 

Annual Plan 

1979-80 

22,188 

17,645 

6,862 

29,050 

90,173(Q) 32.2 

19.6 

60.7 

79.5 

v Sixth Plan 

1980-81 (R.E.) 

25,006 

19,552 

10,676* 

35,682 

110,011 (T) 32.4 

J7.8 

54.8 

78.2 

t 

1981-82(B.E.)£ 27,709 

21,997 

10,311 

38,020 

N.A. 

N.A, 

N.A. 

57.9 

79.4 


(a) Excludes treasury bill receipts (net and are adjusted for net receipts/repayments of ways and means advances and over¬ 
drafts from/to RBI which are treated as financing items. For the years 1960-61, 1965-66 and 1968-69 these adjustments are made 1 
on the basis of figures given in the RBI records; for later years the data given in the State budgets have been used. However, this ! 
adjustment is not made for 1961-62 to 1964-65,1966-67 and 1967-68. (b) Excludes PL 480 transactions of Rs. 1,764 crores under j 
the Indo-US Agreement, 1974. including effects of budget proposals. ’Includes contra-entries relating to receipt/expenditure J 
ofRs. 562 crores on account of subscription payable to International Monetary Fund in the form of securities and special J 
drawing rights. N * A. = Not available R.E.=Revised estimates. B.E. m Budget estimates. (P)= Provisional and subject to ! 
revsion. (0) = Quick estimate, (T)=Tentative estimate by RBI. j 


1 . Due to changes in the accounting classification of budget heads, the figures for the years 1962-63 onwards and again from \ 

j 972-73 onwards are not strictly comparable with those for the earlier years. ; 

2. Figures are adjusted for inter-Goveramcntal transfers, J 

3 . Figures from 1969-70 to 1971-72 are not strictly comparable with those of earlier years due to change in treatment of net ! 

contribution of departmental undertakings in the case of States. f 

4 . To maintain uniformity, data for Gujarat, Haryana and Tamil Nadu available for 1972-73 and 1973-74 on the basis of old 
% classification have been broadly converted into revised classification. 

5. Data do not cover Union Territories with Legislatures. 


6 . Percentages based on the latest national income estimates by the Central Statistical Organisation except for 1980-81. For 
1980-81 KBPs tentative estimate has been used. 
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Combined Dfebarsements of Centra! and State Co r aiw ienfi r t£a*is 


Revenue Capital Aggregate Disbursements Develop- National Aggregate Develop- r 

Expenditure Disburse- on Revenue and Capital mental Incomeat Disburse- mental 

ments Accounts Expenditure Current ments Expenditure 

---(col. 4a) as Prices (col. 4) (col. 4a) 

Total Of which: as percent of - 

(2+3)-Aggregate as per cent of National 

Developmental Disburse- Income (col. 6) 

Expenditurc£ ments (col, 4) 


(1) 

(2) 

(3) 

(4) 

(4)a 

(5) 

(6) 

O) 

(8) 

Terminal Year of the Second Plan 

1960-61 1,634 

1,283 

2,917 

1,708 

58.6 

13,263 

22.0 

’ 12.9 

Third Plan 1961-62 

L769 

1,351 

3,120 

1,824 

58.5 

13,987 

22.3 

13.0 

1962-63 

2,287 

1,584 

3,871 

2,078 

53.7 

14,795 

26.2 

14.0 , 

1963-64 

2,734 

1,906 

4,640 

2,413 

52.0 

16,977 

27.3 

14.244* 

1964-65 

3,006 

2,307 

5,313 

2,762 

52.0 

20,001 

26.6 

13.8 ' 

1965-66 

3,411 

2,431 

5,842 

3,177 

54.4 

20,637 

28.3 

15.4 

Annual Plans 1966-67 

3,856 

2,956 

6,812 

3,290 

48.3 

23,848 

28.6 

13.8 

1967-68 

4,264 

2,710 

6,974 

3,395 

48.7 

28,054 

24.9 

12.1 

1968-69 

4,742 

2,631 

7,373 

3,891 

52.8 

28,607 

25.8 

13.6 

Fourth Plan 1969-70 

5,197 

2,901 

8,098 

3.792 

46.8 

31,606 

25.6 

12.0 . 

1970-71 

5,666 

3,181 

8,477 

4,392 

49.6 

34,235 

25.8 

12.8 

1971-72 

6,933 

3,578 

10,511 

5,314 

50.6 

36,573 

28.7 

14.5 

1972-73 

8,317 

4,002 

12,319 

7,190 

88.4 

40,270 

3076* 

17.9 ' 

1973-74 

9,167 

4,315(a) 

13.482(a) 

7,924 

58.8 

50,424 

26.7 

15.7 

Fifth Plan 1974-75 

10,457 

5,798 

16,255 

10,072 

62.0 

59,446 

27.3 

16.9 

1975-76 

12,486 

7,426 

19,912 

12,214 

61.3 

62,139 

32.0 

19.7 

1976-77 

14,449 

7,849 

22,298 

14,065(R.E.) 

63.1 

67,362 

33.1 

20.9 

1977-78 

15,807 

8,615 

24,422 

15,865 

65.0 

76,109 

32.1 

20.8 

1978-79 

18,335 

9,859 

28,194 

18,281 

64.8 

81,228 

34.7 

22.5 

Annual Plan 1979-80 

21,334 

10,336 

31,670 

20,454(R.E.) 

64.6 

90,173 

35.1 

22.7 v 

Sixth Plan 1980-8 l(R.E.) 

25,085** 

13,117* 

38,202 

24,608 

64.6 

110,011 

34.7 

22.4 

1981-82(B.E.) 

27,340 

12,543 

39,883 

25,657 

64.3 

N.A. 

N.A. 

N.A. 


£Thisconsistsofdevelopmenlaloutlaysunder revenue and capitalaccounts plus loans and advances to the restofthe economy 
shown in the capital accounts of the Central and State Governments’ budgets except loans granted to foreign governments during 
1965-66 and 1971-72. 

(a) Excludes PL 480 transact ions ofRs 1,764 crorcs under the lndo-US Agreement, 1974. 

♦Includes contra entries relating to receipt/expenditure of Rs 561.1 crores on account of subscription payable to IMF in the 
form of securities and SDRs. **Excludcs accounting adjustments relating to the write-off of Rs, 938 crores of loans advanced 
to States in pursuance of the recommendations of the Seventh Finance Commission. 

Notes : 

]. Due to changes inthe accounting classification of budget heads, the figures forthe years 1962-63 onwards and again frotni 
1972-73 onwards arc not strictly comparable with those for the earlier years. 

2. Figures a»e adjusted for intcr-Governmental transfers. 

3 . Figures from 1969-70to J971-72 are not strictly comparable with those of earlier years due toe ha nge in treatment of net 
contribution of departmental undertakings in the case of States. 

4 . To maintain uniformity, data for Gujarat, Haryana and Tamil Nadu available for 1972-73 and 1973-74 on the basis of old 
classification have been broadly converted into revised classification. 

5. Data do not cover Union Territories with Legislatures. 

6 . Percentages based on the latest national income estimates by the Central Statistical Organisation except for 1981 in respect 

of which rational income estimate is by RBI. 0 Original Source: Budgets of the Central and State Governments. 
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REMINGTON RAND 

OF INDIA LIMITED 
CALCUTTA' BOMBAY'NEW DELHI'MADRAS 
AHMEDABAD • ALLAH ABAD' AMRITSAR ' BANGALORE 
BHOPAL'BHUBANESWAR«CHA^QiSARH • ERNAKULAM 
GAUHATI* HYDERABAD'JAIPUR'KANPUR'LUCKNOW 
MEERUT* NAGPUR'PATNA'PUNE ' TIRUCHIRAPALLI 
VISAKHAPATNAM 



A LIVING TESTIMONY 


100 years of pioneering effort in typewriter manufac¬ 
turing has made Remington a distinguished name 
ell over the world. And the Remington 76 Standard 
Typewriter stands out as a living testimony of this 
leadership and experience. 

Available in 12 Indian and several foreign languages, 
the Remington 76 has an excellence in design, is 
nigged in construction and offers a smooth perfor¬ 
mance that only Remington can produce. 
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AN INVITATION TO ENTREPRENEURS! 

INVEST in Tamil Nadu and join in the exciting march to Progress. Infrastructual facilities 
among the best to be found anywhere in the country. Rules liberalised, procedures simplified 
and Powers delegated- A comprehensive assistance programme in operation and includes:— 

• 15 percent Central and State Capital Investment subsidy in 57 Taluks. 

• Interest free Sales Tax Loan upto Rs. 1 crore. 

• Liberal financial assistance for new units and expansion, diversification and 
modernisation of existing units. 

• State participation in Major Joint Sector Projects. 

• Subsidy on both H.T. and L.T. Power tariff. 

• Seed capital assistance for new entrepreneurs. 

• Subsidy for Project Reports/Studies etc. 

An environment conducive for Progress has been created and the pulse of progress throbs 
faster than ever befo-e. 

CHOOSE TAMILNADU 

for Transforming Your Tentative Ideas into Exciting Realities 

For information and guidance, please contact: 

The State Industries Promotion Corporation of Tamilnadu 

51-52, Creams Road, MADRAS-600 006 
(for Major and Medium Units) 

OR 

The Directorate of Industries sod Commerce 

CHEPAUK, MADRAS-600 005 
(for Small Units) 
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POULTRY FARMERS/ f 

t 

FOR MAXIMUM PROFITABILITY 
FEED YOUR POULTRY WITH 
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TOASTED GUAR MEAL 


Toasted Guar Meal is a potential source of protein 
used as feed for livestock including Poultry. 

It has li times more protein than Guar Seed and 
compares well with protein content in 
oil cakes. Hichem Toasted Guar Meal, therefore, is 
a high protein diet to increase 
milk yield of your livestock and eggs of your 
poultry, keeping livestock healthy. 

Toasted Guar Meal contains 
* 40% protein with 5% oil. 

* It has approximately 92% digestible nutrients. 

* Toasted Guar Meal can be fed 

by itself or mixed with husk, chuni and oil cakes 


Please send your orders 

or enquiries for Toasted Guar Meals to: 


X 

t 

l 

t 

X 

X 

t 

X 

t 


I 


t 

t 

i 

X 


t 

l 

X 

X 


t HINDUSTAN GUM & CHEMICALS LTD. 1 

4 Birla Colony, Bhiwani (Maryana) « 

F Phones : 2317, £591, 2592 & 2940. f 

{ Gram : HICHEM Telex : 0344-208 A/B GUAR IN | 

* • X 
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plan Onifay fa tfce Public Sector vis-a-vis National Income : 1 

1951-52 to 1981-82 ' j 

\ 

(Since the Commencement of the Planning Era, till Date 

Planwisc) j 

(Amounts in Rs crores) j 


Plan/Period/Year 


Total Plan 
Outlay (in 
the Public 
Sector) ■; 

National 
Income 
at Current 
Prices 

(2) 

as per 
cent of 

(3) 

(1) 



(2) 

4 O) 

(4) 

First Plan 


1951-52 

259.6 

9,156 

2.84 



1952-53 

267.6 

8.935 

2.99 



1953-54 

343,0 

9,601 

3.57 



1954-55 

475.9 

8,745 

5,44 



1955-56 

613.9 

9,272 

6.62 


Total 

1951-56 

1,960.0 



Second Plan 


1956-57 

635.0 

10,723 

5.92 



1957-58 

890.0 

10,701 

8.32 



1958-59 

1,018.0 

12,023 

8.47 



1959-60 

1 ,012.0 

12,429 

8.14 



1960-61 

1,117.0 

13,263 

8.42 


Total 

1956-61 

4,672.0 



Third Plan 


1961-62 

1,130.3 

13,987 

8.08 



1962-63 

1,385.5 

14,795 

9.36 



1963-64 

1,713.6 

16,977 

10.09 



1964-65 

2,014.8 

20,001 

10.07 



1965-66 

2,332,3 

20,637 

11.30 


Total 

1961-66 

8,576,5 



Annual Plans 

1966-67 

2,164.5 

23,848 

9.08 



1967-68 

2,084.9 

28,054 

7.43 



1968-69 

2,376.0 

28,607 

8.31 


Total 

1966-69 

6.625.4 



Fourth Plan 


1969-70 

2,209.9 

31,606 

6.99 



1970-71 

2,523.5 

34,235 

7.37 



1971-72 

3,130.3 

36,573 

8.56 



1972-73 

3,727.3 

40,270 

9.26 



1973-74 

4,187.8 

50,424 

8.31 


Total: 

1969-74 

15,778.8 



Fifth Plan 


1974-75 

4,928.4 

59,446 

8.29 



1975-76 

6,416.9 

62,139 

10.33 

* 


1976-77 

8,081.7 

67,362 

12.00 



1977-78 

9,226.2 

76,109 

12.12 



1978-79(A) 11,444.3 

81,228 

14.09 


Total : 

1974-79 

40,0975 



Annual Plan 


1979-80(P) 12,601.0 

90,173 

13.97 

Sixth Plan 


1980-81 (A) 15,098.3 

110,011 

13.69 

1 


1981-82(P) 17,417.3 

N.A, 

N.A. 


N.A. =s,Not available (A) Anticipated (P)Plan Provision. 
Sources : (i) for col. (2). Planning Commission. 

(ii) for col. (3). Central Statistical Organisation up to 
1979-80 and Reserve Bank of India for 1980-81. 
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Pish has always 
been there 
in our past, 
it will always 
be in our 
future. 


Legends Lores imagery 
History Customs And ancient 
trade with the world Fish has an 
ageless association with the 
Indian way of life and culture 

And. today, this association is 
even deeper Marine products 
are now a major source point of 
our national growth and well¬ 
being. 


The marine products industry 
supports more than four million 
people it is a major influence on 
the economic activity on the 
entire Indian peninsula It brings 
in foreign exchange worth over 
Rs 250 crores every year 

Yes Fish is our hope of the 
future 


IS 


THE MARINE PRODUCTS 
EXPORT DEVELOPMENT AUTHORITY 

MG Road Cochin 682016 


innii. 




fifocfyn K-320, the DC arc welding 
generator from Advani-Oerlikon has 
moved into the company of all 
fabricators including industrial giants. Like 
Bharat Heavy Plate 6 Vessels, Bharat 
Heavy Electricals, Dodsals, Engineering 
Construction Co., Larsen 6 Toubro, 
Mukand Iron b 5teel Works, Indian 
Railways, etc. 

For over 20 years Triodyn K-320 has 
Transported itself on rubber-tyred wheels 


from site to site and Job tb job wherever 
these companies have taken on 
fabrication work. Generating desired 
welding currents in two ranges: 35 A— 

130 A and 110 A-320 A. Plus a special 
version giving low currents required for 
gas tungsten arc welding. 

Designed mainly for manuol arc welding, 
the is-320 is a single operator, drooping 
characteristic DC welding generator, with 
o three-phase squirrel cage induction 


motor and a manually operated 
star/delta starter switch* 

A compact, consistent performer, ohd d 
favourite of shop floor and site welder^ 
the K-320 is undeniably superior to any 
other DC rofciy power source in its dQSS» 


TRIODYH K-320 —THE WELDER'S FAVOURITE 
^g)J POWER SOURCE. 

MW ADVAIMI-OERLIKON LIMITED 

rSflOPl Bangalore • Baroda • Bombay • Calcutta • Cochin • Delhi * 

S Hyderabad • Madras • Pune • Raipur • Trivandrum • Visakhapatnam 



For enquiries quote key No. AO 418 
and write to P.B. 1546, Bombay-400023. 

Haros’A0418 1 





























Wholesale price Movements in India: 1947- 1981 
“General’ or All Commodities’ Index (with in dicated Base) 
Calendar Yearand Financial Year Averages 


Calendar Year 

Calendar Year Average Index Period/Plan 

Financial 

Financial Year Average Index 




Base 


Year 


Base 


1952-53=100 

1961-62=100 

1970-7-100 


1952-53---100 

1961-62-100 1970-71 

= 100 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 




Post-Independence 





1947 

78.2 

62.5 

34.5 

1947-48 

81.2 

64.8 

35.8 

1948 

96.4 

77.0 

42.5 

1948-49 

98.9 

79.0 

43.6 

1949 

100.1 

80 0 

44.2 

1949-50 

101.3 

81.0 

44.7 ; 

1950 

105.3 

84.2 

46,5 Pre-Plan 

1950-51 

107.7 

86, J 

47,5 




First Plan 




1 

1951 

115.4 

92.2 

50.9 

1951-52 

114.3 

91.4 

50.5 

1952 

101.6 

81 2 

44.8 

1952-53 

100.0 

79.9 

44.1 ■ 

1953 

105.7f 

84.5 

46.6 

1953-53 

104.6 

83.6 

46.2 

1954 

99.6 

79.6 

44.0 

1954-55 

97.5 

77.9 

43.0 " ii 

1955 

91.5 

73.1 

40.4 

1955-56 

92.5 

73.9 

40.8 




Second Plan 




' /( ! 

1956 

102.7 

82.1 

45.3 

1956-57 

105.3 

84.2 

46.5 i] 

1957 

108.7 

86.9 

48.0 

1957-58 

108.4 

86.7 

47.9 $ 

1958 

111.0 

88.7 

49.0 

1958-59 

112.9 

90.2 

49.8 | 

1959 

115.5 

92.3 

51.0 

1959-60 

117.1 

93.6 

51.7 J 

1960 

122.9 

98.2 

54.2 

1960-61 

124.9 

99.8 

V 

55.1 ;J 




Third Plan 





1961 

125.8 

100.6 

55.5 

1961-62 

125.1 

100.0 

55.2 ' % 

1962 

127.2 

104.If 

57.5 

1962-63 

127.9 

103.8 

57.3 % 

1963 

132.5 

107.9 

59.6 

1963-64 

135.3 

110.2 

60.9 4 

1964 

148.3 

119.1 

65.8 

1964-65 

352.7 

122.3 

67.5 S 

1965 

161.3 

128.9 

71.2 

1965-66 

165.0 

131.6 

• 

72.7 ■I 




Annual Plans 




% 

f: 

1966 

183.2 

144.3 

79.7 

1966-67 

191.3 

149.9 

82.8 4 

1967 

211.6 

166.0 

91.7 

1967-69 

212.4 

167.3 

92.4 § 

1968 

209.5 

165.3 

91.3 

1968-69 

210.2 

165.4 

■»*# 

91.3 .<1 




Fourth Plan 




' 4 

1969 

211.2 

168.8 

93.2 

1969-70 

214.7 

171.6 

94.8 

1970 

224.2 

179.2 

99.0 

1970-71 

226.6 

181.1 

100.0 

1971 

232.8 

186.1 

105.0 

1971-72 

235.7 

188.4 

105.6 . 

1972 

251.1 

200.7 

113.0 

1972-73 

259.1 

207.1 

116.2 

1973 

299.4 

239.3 

131.6 

1973-74 

318.0 

254.2 

139.7 1 


—CorUd, • 
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(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8). 




Fifth Plan 





1974 

380.2 

303.9 

169.2 

1974-75 

391.6 

313.0 

174.9 

1975 

386.8 

309.2 

175.8 

1975-76 

378.8 

302.8 

173.0 

1976 

376.6 

301.0 

172.4 

1976-77 

388.7 

310.7 

176.6 

1977 

420.1 

335.8 

185.4 

1977-78 

421.0 

336.5 

185.8 

1978 

419.1 

335.0 

185.0 

1978-79 

421.0 

336.5 

185.8 




Annual Plan 





1979 

467.9 

374.0 

206.5 

1979-80 

493.0 

394.1 

217.6 




Sixth Plan 





1980 

562.2 

449.3 

248.1 

1980-81 

583.0 

466.0 

257.3 

J981(P) 

629.5 

503.1 

277.8 

April-Dee. 








1981 (P) 

637.2 

509.3 

281.2 


Columns : 2 and 6 

The indices lorl he calendar years i 947 to 1952and 1947-48to J95I-52 have been shifted from the original base with the year 
ending August, 1939, to the base year 1952-53. The indices for the calendar years 1953 to 1968 and financial years 1952-53 to 1968- 
69 arc with their original base year 1952-53. The indices for calendar years 1969 to 1977 and financial years J969-70 to 1976-77 have 
been shitted from the original base 1961-62 to the base year 1952-53. For later period, the indices have been shifted from the origi- 
nal base 1970-71 to the base year 1952-53. 

Columns : 3 and 7 

The indices for calendar years 1947 to 1952 and financial years 1947-48 to 1951-52 have been shifted from the original base year 
ending August. 1939, to the base vear 1961-62. The indices for the calendar years 1953 to 1961 and financial years 1952-53 to 1960-61 
have been shifted from the original base 1952-53 to the base year 1961-62. Tne indices for the calender years 1962 to 1977 
and financial years 1 961 -62 to 1975-76 are with the original base 1961-62. For the later period, the indices have been shifted from 
the original base 1970-71 to the base year 1961-62. 

Columns : 4 and 8 

The indices for the calendar years 1947 to 1952 and financial years 1947-48 to 1951-52 have been shifted from the original base 
year ending August, 1939, to the base year 1970-71. The indices for the calendar years 1953 to 1961 and 1952-53 to 1960-61 have 
been'shifted from the original base 1952-53 to the base year 1970-71. The indices for the calendar years 1962 to 1970 and financial 
years 1961-62 to 1969-70 have been shifted from the origina 1 base 1961 -62 to the base year 1970-71. The indices for the later period 
are with the original base 1970-7J. 

tAverage of nine months: April to December. 

(P)-Provisional and subject to revision. 

Source : Office of the Economic Adviser, Ministry of Industry, Government of India, New Delhi* 
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Industrial Finance Corporation of India 

{The first Development Bank established in 1948 soon 
after Independence) 

♦Provides direct financial assistance in the form of rupee 
& foreign currency loans, underwriting and/or direct 
subscription to shares/debentures as also guarantees for 
deferred payments and foreign loans to all eligible me¬ 
dium and large-sized industrial projects set up or pro¬ 
posed to be set up in the country in the corporate and/ 
or co-operative sectors. 

♦Helps in development and growth of small scale and 
ancillary units, through its specially devised Promotio¬ 
nal Schemes as also provides much needed guidance to 
new, medium and small scale entrepreneurs in project 
planning and implementation etc., through its specia¬ 
lized agencies like Technical Consultancy Organisations 
(TCOs), set up for the purpose. 

SPECIAL FEATURES OF ASSISTANCE 
♦Encouragement to new entrepreneurs and/or tech¬ 
nocrats. 

♦Concessional finance for new projects in notified 
industrially less developed districts/areas. 

♦Special consideration for schemes of modernisa¬ 
tion of existing units. 

HIGHLIGHTS OF OPERATIONS 
(upto the 30th June, 1981) 

Total Total 
Number Amount 

♦Projects assisted .. 1404 Rs 1293.05 crores 

♦Projects assisted in notified 

less developed districts/areas 552 Rs 539.79 crores 

♦Projects assisted in the co¬ 
operative sector 189 Rs 184.94 crores 

♦Projects promoted by new 

Enti epreneurs/Technocrats 201 Rs 102.72 crores 

SPECIALIZED AGENCIES SET UP 
♦Technical Consultancy Organisations (TCOs) established 
in Himachal Prad,sh, Rajasthan & Madhya Pradesh. 
♦Risk Capital Foundation (RCF) established at New Delhi 
to help new Entrep eneurs in raising promoters’equity, 
♦Management Development Institute (MD1) alongwith 
Development Banking Centre (DBC) sponsored to provide 
training in modern management techniques and develop¬ 
ment of managerial skills in different sectors of industry. 
Entrepreneurial Guidance Available at All Offices of IFCI 

Industrial Finance Corporation of India 

Bank of Baroda Building, 16, Sansad Marg, 

NEW DELHI-110001 


a^alwmbbr wti 


Rs 184.94 crores 


Rs 102.72 crores 


Many discriminating 
owners of trucks, tractors, 
cars and two wheelers 
have already fitted 
" VIKRANT* tyres, 


V 


Each one of the 5,00,000 
tyres from the modern plant 
at Mysore will reflect 
Vikranf s commitment to 
quality and durability. 


V 
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We are your trusted friend first 
Bankers next 

At Vysya Bank, Banking means more than just 
taking good care of your money. It means 
lending you a helping hand when you are in 
need, protect and secure your future, prompt 
and courteous service, upliftment of the econo¬ 
mically backward, development of the rural 
sector, etc. 

That is why we are more a friend to our cus¬ 
tomers than mere bankers. 

VYSYA BANK-WHERE BANKING 
MEANS SERVICE 

THE VYSYA BANK LIMITED 


C Regd. Office 
$ Avenue Road, 

§ Bangalore-560 002 


Admn. Office: 

No. 72, St. Mark’s Road, 
Bangalore-560 001 


£ Chairman : T.K.K. Bhagavat i 
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■ Wholesale Price Movements * 


1 UMWS' 


Index Number of Wholesale Prices 
(Base : 1970-71=100) 

Weight for the week ending Percentage Variation over 

in rela----- 


' Major Group/Group 

tion to 
‘All Com¬ 
modities* 

2-1-81 26-12-81 5-12-81 

Latest A week 4 weeks 
week ago ago 

Provisional 

7-11-81 3-12-81 

8 weeks A year 
ago ago 

Final 

A 

week 

A 

month 

Two 

months 

A 

year 

f ALL COMMODITIES 

1000.00 

278.5 

277.1 

277.7 

280.6 

259.4 

—0.5 

0.3 ( 

- -)0.7 

7.2 

I. Primary Articles 

416.67 

265.2 

263.1 

263.9 

264.6 

246.1 

—0.8 

0.5 

-0.2 

7.8 

(a) Food Articles 

297.99 

236.8 

234.2 

235.9 

236.5 

212.6 

1.1 

0.4 

-0.1 

11.4 

♦ (b) Non-food Articles 

106.21 

238.8 

238.0 

236.2 

237.4 

231.4 

0.3 

1.1 

-0.6 

3.2 

(c) Minerals 

12.47 

1,164.0 

1,169.0 

1,167.9 

1,168.6 

1.171.‘> 

— 

0.1 

Negl. (- 

-)0.2 

II. Fuel, Power, Light and Lubricants 

84.59 

437.5 

437.5 

437.5 

437.5 

358.4 

— 


— 

22.1 

III. Manufactured Proudcts 

498.74 

262.6 

261.5 

262.1 

267.3 

254.5 

0.4 

0.2 ( 

-)1.8 

3.2 

(a) Food Products 

133.22 

268.8 

265.6 

269.2 

287.5 

286.8 

1.2 (- 

-)0.1 (- 

—)6 .5 (- 

- )6.3 

(b) Beverages, Tobacco and Tobacco 










A Products 

27.08 

214.0 

218.9 

218.9 

219.0 

214.2 

Ncgl. 

Negl. 

— 

2.2 

(c) Textiles 

110.26 

223.2 

222.7 

223.1 

223.4 

215.1 

0.2 

Negl. ( 

- )0.1 

3.8 

(d) Paper and Paper Products 

8.51 

289.7 

289.7 

278.8 

279.6 

267.8 


3.9 

3.6 

8.2 

(e) Leather and Leather Products 

3.85 

357.9 

357.9 

366.2 

372.4 

387.0 

- ( 

-2.3) ( 

- )3.4 (■ 

-)7.5 

(f) Rubber and Rubber Products 

12.07 

290.8 

290.8 

287.0 

290.0 

255.2 


1.3 

0.3 

13.9 

(e) Chemicals and Chemical Products 55.48 

262.6 

261.9 

261.4 

261.5 

249.0 

0.3 

0.5 

0.4 

5.5 

(h) Non-mctallic Mineral Products 

14.15 

313.9 

313.9 

313.9 

313.9 

289.4 

— 


— 

8.5 

(i) Basic Metals, Alloys and Metal 











1 Products 

59.74 

312.6 

311.7 

311.5 

312.6 

271.4 

0.3 

0.4 

— 

15.2 

(j) Machinery and Transport Equip¬ 











ment 

67.18 

266.2 

266.1 

264.6 

264.8 

245.9 

Negl. 

0.6 

0.5 

8.3 

r (k) Miscellaneous Products 

7.20 

241.1 

241.1 

240.6 

240.6 

236.8 

-- 

0.2 

0.2 

1.8 


Negl.—Less than =fc 0.05 per cent. Source : Office of the Economic Adviser. Ministry of Industry. Government of India. 


| ANDHRA PRADESH 

\ MAKING STRIDES ON THE 

I INDUSTRIAL FRONT 

X Wc at Andhra Pradesh State Financial Corporation are committed to the task of industrialisation of the 

♦ State. We have so far promoted 15,720 units to the tune of more than Rs. 190.00 Crores. 

t Think of industrial venture and we will take care of the financial requirements. We have special schemes 

I to help you better. 

| ’"Concessional interest rates for units to he set up in backward areas. 

J ^Special Schemes for technocrats. 

I ’"Attractive facilities for ancillary units. 

i We finance for land, building and machinery. Foreign Exchange loans too. for import of capital goods, 

t For details please contact your nearest branch at Hyderabad, Rangarcddy, Kurnool, Tirupati, 

T Vijayawada, Visakhapatnam, Rajahmundry, Nizamabad. Warangal, Guntur, Khammam, Anantapur, 

T Nellorc or write to the 

X MANAGING DIRECTOR 

t ANDHRA PRADESH STATE FINANCIAL CORPORATION 

5-9-194, Chiral Ali Lane, Post Box No. 165, 

X HYDERABAD-500 001. 

, APSFC advancing Andhra Pradesh Industrially. 
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Yeart/Month 


Consumer Price Index NMktnfir MMriit WWhm (Working dass): "isi&ttfii f**' 4 

(Base ; I960 - 100) 


All- Ahme- Alwaye Asansol Banga- Bhav- Bombay Cal- Coim- Delhi 
I,'dia(c) dabad lore nsgar (a) cutt* batore(b) 

(d) 


Digboi 


1950-51 


87 



74 


71 

90 




1955-56 

79 

74 



71 


76 

81 




1960-61 

102 

100 



101 


100 £ 

100 


101 £ 

T 

1961-62 

104 

103 



106 


104 

102 


104 


1962-63 

108 

105 



109 


106 

108 


108 


1963-64 

113 

110 



114 


108 

114 


114 

* 

1964-65 

129 

124 



124 


119 

124 


128 


1965-66 

139 

130 

145 

140 

144 

132 

130 

131 

132 

136 

138 

1966-67 

157 

148 

158 

145 

159 

152 

147 

148 

144 

152 

160 

1967-68 

175 

168 

183 

168 

172 

173 

162 

163 

151 

172 

198. 

1968-69 

174@ 

165 

198 

176 

180 

176 

167 

170 

147 

178 

185 Vs; 

1969-70 

177 

169 

197 

178 

183 

178 

175 

172 

154 

185 

180 K 

1970-71 

186 

176 

198 

189 

186 

186 

182 

182 

163 

199 

189 

1971-72 

162 

181 

202 

194 

194 

194 

190 

187 

177 

211 

188 

1972-73 

207 

198 

215 

206 

212 

217 

203 

197 

189 

222 

198 

1973-74 

250 

245 

267 

245 

265 

273 

233 

228 

218 

265 

234 

1974-75 

317 

305 

346 

316 

318 

327 

289 

288 

309 

337 

310 J 

1975-76 

313 

293 

358 

317 

332 

315 

300 

287 

319 

333 

317 

1976-77 

301 

281 

321 

318 

321 

297 

298 

297 

304 

332 

310 

1977-78 

324 

310 

319 

338 

342 

325 

318 

320 

319 

358 

336 

1978-79 

331 

323 

335 

342 

339 

340 

325 

331 

326 

368 

339 

1979-80 

360 

348 

367 

370 

376 

370 

359 

351 

367 

389 

367 

1980-81 

401 

376 

407 

411 

434 

407 

400 

382 

419 

426 

414 

April, 1980 

375 

360 

374 

387 

397 

388 

381 

362 

390 

401 

396 

May, 1980 

382 

365 

382 

390 

401 

395 

385 

371 

393 

407 

408 

June, 1980 

386 

366 

387 

391 

407 

391 

389 

375 

397 

412 

412 , 

July, 1980 

394 

371 

401 

395 

417 

399 

399 

381 

406 

423 

409 % 

Augusl, 1980 

397 

372 

397 

402 

42! 

409 

396 

387 

411 

428 

411 

September, 1980 

402 

374 

404 

412 

430 

410 

391 

396 

413 

430 

421 , 

October. 1980 

406 

379 

404 

421 

439 

418 

400 

393 

420 

438 

421 

November, 1980 

411 

381 

416 

428 

453 

420 

402 

397 

429 

436 

441 

December, 1980 

408 

377 

419 

423 

449 

408 

408 

379 

435 

430 

416 

January, 198J 

411 

385 

424 

422 

457 

412 

409 

379 

431. 

434 

416 

February, 1981 

418 

389 

433 

432 

468 

414 

420 

384 

445 

434 

420 

March, 1981 

420 

393 

442 

429 

469 

418 

423 

385 

459 

438 

421 

April, 1981 

427 

406 

441 

435 

472 

438 

435 

397 

455 

448 

423 

May, 1981 

433 

418 

453 

436 

483 

442 

442 

399 

459 

453 

436 

June. 1981 

439 

427 

456 

440 

485 

448 

450 

406 

462 

461 

441 

July, 1981 

447 

438 

460 

444 

490 

454 

459 

408 

468 

476 

446 

August, 1981 

454 

441 

464 

449 

505 

465 

462 

412 

482 

480 

449 

September, 1981 

456 

444 

462 

452 

508 

460 

458 

423 

480 

480 

447 


a. Indices forthe period January, 1961 to September, 1965, in respect of Bombay, Nagpur and Sholapur have been obtained^ 
respectively from figures on base: July, 1933 to June, 1934- 100 , August, 1939= 100 and February, 1927 to January, 1928-lOOby’ 
arithmetic conversion, b. Indices for the period upto January, 1970, for Madras, Coimbatore and Madurai have been estimated 
froa the series on base: July, 1935 to bme, 1936 = 100. c. Indices for the period up to 1967-68 for all-India have been esti¬ 
mated from the (.interim) scries with Base 1949 = 100 by arithmetic conversion, d. Based on indices of 50 centres. 
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Cotmmt Prkelade* Numbers ttr Industrial Werken (Working Class): wswi to hwi-uwm. 

(Base: i960 ** 100)* 


Yeart/Month 

Gwa- 
. lior 

How¬ 

rah 

Hydera¬ 

bad 

Jam¬ 

shedpur 

Mad¬ 

ras 

Madu¬ 

rai 

Mon- 

ghyr 

Munda- 

kayam 

Nag- 

pur(a) 

Saharan- 

pur 

Shola- 

pur(a) 

1950-51 



80 

91 





72 


76 

1955-56 



75 

82 





71 


67 

1960-61 



100 

100 





96£ 


99£ ; 

1961-62 



104 

102 





97 


99 

1962-63 



108 

105 





98 


109 

1963-64 



115 

109 





106 


106 

1964-65 



128 

122 





131 


123 

1965-66 

139 

137 

140 

136 

134 

128 

151 

138 

138 

141 

128 i 

1966-67 

160 

154 

158 

158 

144 

142 

187 

152 

148 

163 

150 

1967-68 

191 

178 

167 

183 

151 

146 

215 

173 

164 

188 

165 

1968-69 

179 

181 

173 

171 

150 

148 

185 

186 

166 

176 

167 

1969-70 

184 

176 

185 

170 

160 

162 

188 

191 

176 

181 

176 

1970-71 

191 

186 

189 

183 

170 

183 

205 

197 

187 

186 

185 

1971-72 

197 

191 

195 

187 

182 

192 

204 

199 

192 

196 

198 

1972-73 

214 

206 

211 

202 

203 

206 

225 

210 

203 

213 

216 

1973-74 

271 

239 

251 

249 

229 

236 

292 

263 

256 

253 

277 

1974-75 

348 

298 

304 

313 

301 

334 

363 

337 

314 

338 

325 

1975-76 

324 

290 

316 

293 

314 

333 

325 

346 

326 

313 

342 

1976-77 

318 

292 

308 

288 

288 

302 

317 

304 

297 

304 

308 

1977-78 

343 

313 

337 

316 

311 

331 

345 

302 

315 

335 

326 % 

1978-79 

350 

319 

341 

322 

318 

338 

348 

313 

325 

345 

343-' : 

1979-80 

372 

339 

368 

349 

350 

371 

382 

338 

354 

363 

373.0 

1980-81 

427 

370 

406 

383 

388 

418 

430 

396 

398 

409 

41 it(: 

April, 1980 

393 

347 

375 

367 

361 

388 

397 

343 

365 

383 

38# 

May, 1980 

408 

353 

384 

375 

367 

393 

406 

350 

377 

388 

384,: 

June,1980 

415 

359 

389 

378 

371 

403 

410 

362 

382 

394 

38$:,; 

July, 1980 

425 

363 

401 

386 

383 

412 

422 

375 

392 

401 

40# 

August, 1980 

425 

370 

399 

388 

384 

409 

440 

361 

393 

405 

403 

September. 1980 

427 

374 

403 

394 

381 

410 

443 

393 

395 

411 

40% 

October, 1980 

432 

385 

409 

379 

388 

4J3 

448 

408 

401 

419 

40 4 ; 

November, 1980 

430 

383 

417 

389 

398 

429 

444 

419 

405 

419 

41'9;V 

December, 1981 

423 

375 

414 

379 

404 

435 

426 

428 

404 

414 

42jf 

January, 1981 

428 

370 

.424 

378 

403 

439 

430 

437 

411 

422 

435‘;-. 

February, 1981 

443 

377 

428 

387 

409 

452 

452 

445 

421 

424 

44$ 

March, 1981 

438 

379 

433 

395 

410 

430 

446 

434 

425 

424 

444= 

April, 1981 

455 

381 

438 

400 

412 

432 

438 

435 

435 

430 

472$'. 

May, 1981 

464 

385 

446 

405 

420 

446 

442 

449 

440 

432 

4tt£ 

June, 1981 

467 

390 

453 

415 

428 

449 

456 

450 

454 

436 

482& 

July, 1981 

481 

392 

465 

420 

452 

463 

473 

460 

459 

446 

490$ 

August, 1981 

482 

395 

465 

428 

457 

468 

491 

470 

466 

450 

50Cv 

September, 1981 

483 

403 

473 

429 

455 

476 

498 

469 

481 

458 

49$ 

* 


■{•Annual index is taken as the average of monthly indices from April to March. 
‘Figures above the line are derived by making use of the respective conversion factors. 


£Average of the indices from January to March, 1961. ■ 

Source : Labour Bureau, Government of Indial 
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DYNAMICS OF OIL INDIA (OIL) 

Young in years but rich in experience, Oil India (OIL) harmonises optimisation of 
resources with growth in the vital spheres of exploration, production and transporta¬ 
tion of crude oil / natural gas from indigenous sources within its limited leases of 
1990 sq. kms. in Assam and exploration licence over 551 sq. kms. in Arunachal 
Pradesh. Cumulative production is over 48 million tonnes, and gross ultimate 
recovery expectations have crossed the 86 million tonnes mark. Pipelines have trans¬ 
ported over 55 million tonnes. In the new offshore concession of 12,000 sq. kms. in 
Bay of Bengal, Mahanadi Basin, Oil India (OIL) has drilled two wells, and is 
undertaking geophysical and geological surveys over 6,800 sq. kms. exploration 
licence area in Mahanadi Basin Onshore. 


* 

S 


Arunachal Pradesh 


Nlngru 


Assam 


Manabum 

Kumchai 

Kharsang 


Ouliajan Complex. Moran, 
Noonmati (Gauhati), 
Bongaigaon, Jorhat, 
Sekoni 


Bengal (W) 

Calcutta, Sonapur, Madarihat 

Bihar 

Barauni & Dumar 

New Delhi 

17, Parliament Street 

Orissa 

Bhubaneshwar A Paradip 




4H++4 ♦♦♦♦♦♦ ♦♦ ++++++++*+++ *♦++ 
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I With best compliments 


* 

x 

i 


from 

KERALA STATE DETERGENTS 
A CHEMICALS LIMITED 

(A Government of India Undertaking and 
a subsidiary of Kerala State Industrial 
Enterprises Limited) 
KUTTIPPURAM-679571 
KERALA 

Makers of Quality Detergents & | 

Cleansing Powders | 

SPARK \ 

t- 

X 

♦+*~M-»+-»»*+++4'0+ »♦♦♦♦+ +♦+♦ >»++»+^ 


X 

t 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 


Publications From The 

United Nations 


Statistical Yearbook 1978 
Important compilation of statistics from countries 
throughout the world covering a wide range of 
economic and social subjects. 

1979 US $ 50.00 

Yearbook off National Accounts Statistics 1979 
Detailed estimates of national Inoome and related 
economic measures for some 126 countries and 
areas. 2 Vols. (not sold separately). 

I960 US 8 70.00 

Demographic Yearbook 1978 

Features International migration as a special 
subject. 

1979 US $ 36 00 

Yearbook of National Trade Statistics 1978 
A compilation of national tables showing annual 
figures for several years for over 159 countries and 
territories. Set of 2 volumes. 

1979 US $ 65.00 

The present Good Offices Committee 
Rate Is Rs. 9.60 to a US 8 


Oxford Book & Stationery Co. 


Scendia House 
New Delhi-1 



17, Park Street 
Calcutta-16 
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Consumer Price Index Numbers for Urban Non-Manual Employees: 1960-81 
(Base : 1960 = 100) 


Yearf/Month All 
Indla“ 

Ahm- 

eda- 

bad 

Ban¬ 

galore 

Bho¬ 

pal 

Bom¬ 

bay 

Cal¬ 

cutta 

Chan¬ 

di¬ 

garh 

Cut- Delhi, Hyde- 
tack, New rabad, 
Bhu- Delhi Secun- 
banesh- dera- 

war bad 

Jai¬ 

pur 

Luck¬ 

now 

Mad¬ 

ras 

Pat¬ 

na 

Shil- Sri- 
long nagar 

Tri¬ 

van¬ 

drum 

1960-61* 

100 

100 

102 

102 

99 

98 

101 

100 

100 

101 

101 

100 

103 

99 

101 

105 

m 

1961-62 

104 

103 

106 

109 

103 

102 

105 

107 

105 

104 

105 

102 

106 

102 

103 

105 

105 

1962-63 

108 

105 

111 

111 

107 

107 

108 

113 

111 

107 

108 

105 

111 

106 

107 

111 

no 

1963-64 

113 

112 

115 

115 

114 

112 

114 

122 

116 

in 

115 

110 

116 

111 

114 

120 

115 

1964-65 

124 

125 

124 

128 

125 

118 

124 

135 

125 

122 

126 

125 

125 

124 

121 

128 

m 

1965-66 

132 

131 

133 

133 

132 

126 

129 

142 

131 

133 

133 

132 

133 

139 

123 

134 

131 

p 

1966-67 

146 

146 

145 

144 

142 

139 

143 

154 

142 

147 

150 

146 

147 

160 

134 

143 

146 

1967-68 

159 

160 

156 

166 

153 

152 

155 

164 

154 

155 

162 

159 

154 

179 

155 

160 

165 

1968-69 

161 

162 

160 

166 

156 

156 

164 

167 

162 

159 

168 

156 

154 

174 

163 

167 

168 

1969-70 

161 

168 

164 

172 

162 

162 

171 

169 

168 

167 

176 

161 

161 

180 

164 

174 

172 

1970-71 

174 

171 

172 

180 

168 

170 

178 

176 

174 

174 

183 

166 

175 

191 

166 

184 

178 

1971-72 

180 

173 

180 

188 

172 

174 

183 

184 

180 

180 

188 

174 

188 

199 

175 

191 

184! 

1972-73 

192 

188 

194 

204 

183 

180 

194 

196 

190 

195 

205 

185 

204 

199 

183 

200 

198 

1973-74 

221 

222 

228 

238 

204 

204 

217 

221 

217 

223 

244 

215 

231 

229 

208 

215 

23i . 

1974-75 

270 

271 

272 

295 

241 

238 

265 

266 

262 

270 

308 

265 

291 

286 

257 

262 

280 ' 

1975-76 

277 

272 

284 

296 

246 

243 

278 

270 

273 

283 

311 

270 

306 

284 

274 

280 

297; 

1976-77 

277 

263 

286 

295 

255 

251 

284 

272 

274 

282 

312 

274 

294 

282 

268 

300 

301 > 

1977-78 

296 

291 

306 

318 

269 

265 

299 

290 

288 

305 

334 

297 

311 

299 

284 

319 

309.! 

1978-79 

306 

298 

309 

319 

285 

279 

308 

301 

303 

318 

.338 

305 

321 

308 

296 

344 

319 

1979-80 

330 

320 

342 

340 

315 

297 

327 

329 

321 

346 

361 

331 

350 

329 

322 

365 

349*' 

•. 980-81 

369 

351 

381 

388 

347 

331 

364 

362 

352 

388 

407 

360 

390 

362 

363 

407 

406 

January, 1981 

378 

356 

389 

397 

352 

339 

373 

362 

359 

402 

418 

369 

405 

364 

374 

420 


February, 1981 

382 

358 

396 

400 

357 

343 

377 

364 

361 

404 

421 

370 

411 

368 

374 

418 

43*$ 

March, 1981 

385 

366 

399 

403 

359 

345 

378 

367 

367 

406 

421 

372 

412 

370 

370 

420 

446 

' ; 'I?! 

April, 1981 

391 

375 

405 

414 

372 

348 

389 

373 

372 

411 

423 

373 

414 

369 

382 

423 

■'V 

4$kX 

May, 1981 

396 

383 

411 

424 

377 

353 

392 

376 

377 

422 

435 

378 

420 

372 

387 

427 

460 ■ ; 

June, 1981 

401 

391 

414 

434 

380 

358 

400 

382 

383 

426 

438 

386 

426 

379 

387 

428 

45 <B; 

July, 1981 

411 

407 

419 

448 

387 

364 

415 

394 

397 

438 

461 

400 

434 

391 

388 

438 

462 jl 

August, 1981 

417 

410 

427 

455 

394 

368 

417 

399 

408 

441 

481 

404 

440 

404 

390 

445 

46*4; 

September, 1981 

418 

405 

430 

451 

396 

372 

408 

401 

403 

442 

470 

404 

441 

404 

400 

453 

46«f 

,5V, 

October, 1981 

420 

408 

435 

455 

400 

376 

409 

406 

402 

448 

468 

408 

445 

406 

401 

457 

46t| 


■{•Annual index is taken as the average of monthly indices From April to March. ‘Relates to the period: January to March 1961. f 
‘ ‘Based on indices of 45 centres. 


Source : Central Statistical Organisation. ; ; 
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• Beta Naphthol 

• B.O.N. Acid 

• Chicago Acid 

• Metanitroaniline 

• G-salt 

• Gamma-Acid 

• H-Acid 

• J-Acid 






J-Acid Urea 

Metaphenelyenediamine (distilled) 

Peri Acid 

Phenyl-J-Acid 

Phenyl Peri Acid 

Rhoduline Acid 

Schaeffer's Acid 

Sodium Naphthionate 

Sulfanilic Acid 

Tobias Acid 

Michler’s Ketone 

Monoethyl Aniline 

R salt 


Unrivalled Quality • Reasonable Prices • Promised Deliveries 

For your requirements please contact: 

The Marketing Department 

THE 

at u l® 


PRODUCTS LTD. 

India‘s giant chemical complex 

P.O. Atul, Dist Valsad-396 020 Gujarat (India) 
Tel: 61 Gram. "TULA" Atul. 

Telex: 0173 232 "ATUL IN" 
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Farm animals and 
birds thrive better 
when fed with 

HICHEM Guar Meal. 


Guar Meal is a potential 
source of protein used as feed 
for livestock including 
Poultry. It has 1| times more 
protein than Guar 
Seed and compares well 
with protein content 
in oil cakes. Hichem Guar Meal, 
therefore, is a 
high protein diet to 
increase milk yield of your 
livestock and 
eggs of your poultry, 
keeping livestock healthy. 
Guar Meal contains: 


*40% protein with 5% oil. 
♦It has approximately 92% 
digestible nutrients. 
♦Guar Meal can be 
fed by itself 
or mixed with husk, chuni 
and oil cakes. 



mm 


Please seflti your oideis 
or enquiries for Guar Meal to. 

Biiiutin Gw and Chemicals LM. 


A farmer 
gets more milk 
and eggs 
and animal 
health 
too 


Birla Colony. Bhiwam (Haryana) 

Thones: 2317. 2591, 2592 & 2940 

Gram: HICHEM. Telex 1 0344-208 AB GUAR IN 
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Good Showing by PEC 
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January 20 

The rupee was devalued by 1.16 per 
cent and it was cheaper by 20 paisc 
against the pound-sterling with a middle 
rate of Rs 17.25 per pound. 

Babasaheb Anantrao Bhosale sworn 
in as Miharashtra’s Chief Minister 
at a special function in Raj Bhavan in 
Bombay. 

The corporate sector mobilised a re¬ 
cord Rs -‘'00 crores from the capital 
market dunng 1981. 

India will supply 20,000 tonnes of rice 
to the Soviet Union in return for crude 
e oil under an agreement signed in New 
Delhi. 

January 21 

pnqfab Chief Minister Darbara Singh 
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Week 


attacked by a Sikh youth in Panchhata 
village near Jullundur. 

India is the largest producer of soap 
in the world with an output of 170,000 
tonnes of laundry soap and 710,000 ton¬ 
nes of toilet soap This was disclosed 
by the Indian Standards Institution 

January 22 

Twelve members of the Assam coun¬ 
cil of ministers headed by Kcshab 
Chandra Gogol sworn in. 

The official wholesale price index with 
base 1970-71 = 100 rose to 279.5 points. 

India will have to depend to a greater 
extent on hard loans from the World 
Bank for its developmental eiTorts since 
the requisite level of soft loans from 
IDA will not be available to this country 
in future. This was indicated by the 


World Bank President, Mr A.W. Clausen, 
in New Delhi. 

Three major non-communist opposi¬ 
tion parties, the Lok Dal, Janata Party 
and Congress(S) decide to merge into a 
new party. 

January 23 

The Haryana Government lifted the 

ban on rice exports but the ban on 
paddy export would continue. 

Bharat Heavy Electricals Limited has 
bagged an order worth Rs 106 crores 
for the supply and erection of steam 
generators for two 500 MW units at the 
Singrauli Super Thermal Power Project 
in Uttai Pradesh. 

Britain has offered to provide colour 

TV on a contracl basis for the Asian 
Games. The offer was made by Kenneth 
Banker, Miniver of State for Industry 
in Britain. 

The Union Government has lifted the 

10 per cent cut imposed on export of 
East India tanned cow hides, calfskins 
and bufalow calfskins. 

January 24 

The Union Industry Minister, Mr N.D. 
Tiwari, inaugurated the. Korba alumi¬ 
nium plant of the Bharat Aluminium 
Co. Limned marking the completion of 
the smelter and fabrication facilities of 
the Rs 265 crores public sector project. 

The Director-General of the Inter¬ 
national Labour Organisation (ILO), Mr 
Francis Blanchard, arrived in New Delhi 
on a six-day oilicial visit. 

January 25 

The pound-sterling became cheaper 

by 15 paise following the upvaluation of 
the rupee by 0.88 per cent. RBI has 
fixed the new middle rate at Rs 17.10 
per pound against the earlier Rs 17.25 
per pound. 

The sale of special bearer bonds fet¬ 
ched in all Rs 961.03 crores slightly 
short of the target of Rs 1,000 crores. 

The Centre announced the nationalisa¬ 
tion of live jute mills. The nationalised 
mills are Alexandra Jute Mills Limited, 
Calcutta; Union Jute Co. Limited, Cal¬ 
cutta, Khardah Co. Ltd, Calcutta, 
Kinmson Jute Mills Co. Private Limited, 
Calcutta, and RBHH Jute Mills Private 
Limited, Katiahar. 
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Revised 20-Point Programme 


A revised 20-point programme has been launched to mark 
the completion of two years of the current tenure of Prime 
Minister, Mrs Indira Gandhi. While maintaining the main 
thrusts of a similar programme introduced in 1975 to lighten 
the hardships of the under-privileged sections of society, 
particularly in the rural areas, it contains several new fea¬ 
tures, reflecting to a significant extent the economic impera¬ 
tives that the nation faces today. These include: (1) mak¬ 
ing of special efforts to increase the production of pulses and 
vegetable oilseeds; (2) maximisation of power generation 
and improving of the functioning of electricity authorities; 

(3) liberalisation of investment procedures and streamlining 
of industrial policies to ensure timely completion of projects; 

(4) up-dating of technologies used in the decentralised sector; 
and (5) improving of the working of public sector enterprises. 

Incorporated in the new programme also are three important 
elements of the 5-point programme of the Youth Congress 
which came to be launched soon after the 1975 20-point progra¬ 
mme of the Government. These are: (1) a vigorous drive for 
afforestation, s cial and farm forestry and development of bio¬ 
gas and other alternative sources of energy; (2) spread of univer¬ 
sal elementary education with special emphasis on the educa¬ 
tion of girls; and (3) promotion of family planning. Family 
planning, of course, is p oposcJ to be promoted on a voluntary 
basis as a people's movement. Endeavours are to be made to 
obviate coercion which crept into this programme during 
the emergency. 

For the benefit of the rural areas too, the revised programme 


contains two new elements. Provision is to be made for the sup¬ 
ply of drinking water in all problem villages. Housing faci¬ 
lities arc 10 be augmented particularly for the economically 
weaker sections. Such major thrusts of the 1975 programme 
as enforcement of land ceilings and distribution of surplus land 
among the landless, abolition of bonded labour, fixation of 
minimum wages for agricultural labour, increase in irrigation , 
potential, fostering of village industries and handicrafts, 
opening up of greater employment opportunities, ameliorating 
of the distress caused to scheduled castes and tribes, etc., have 
been maintained in the revised programme. Similarly, the 
revised programme envisages stern action against smug¬ 
glers, hoarders and tax-evaders, expansion and streamlining 
of the public distribution system, improvement of urban slums, 
and special care for women and children. 

Some thrust of the 1975 20-point programme as well as of 
the 5-point Youth Congress plan, of course do not find spe¬ 
cific mention in the revised programme. The prominent among 
these are socialisation of urban land, income-tax relief to the 
lower income groups, liberalisation of the scheme for the issue 
of national permits for road transport, stepping up of produc- 
tion of controlled cloth of popular varieties, expansion of the 
apprenticeship scheme and crusade against the evils of caste 
and dowry, A war on inflation too has not been specifically ^ 
mentioned in the revised programme. But these are not omis¬ 
sions. The objectives are to be attained in an indirect way. 
Inflation, for instance, should get contained if production 
goes up. The general augmentation of employment oppor- 
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tunfties will take care of ithe requirements of the weaker sec¬ 
tions also. Some of the goals of the 1975 programme had 
Min achieved. They have been replaced by a few new ones. 
>y/The main idea of initiating the revised programme appa- 
Yj fatly is to lay special emphasis in the near future on con¬ 
certed action in certain specified fields so that quick results 


can be achieved. This does not imply that the general process 
of development as envisaged under the Sixth Plan has been 
diluted- In fact, the revised programme aims at supplement¬ 
ing through vigours endeavours only the essential object'ves of 
the Sixth Plan so that along with accelerated growth, social 
justice percolates to the vulnerable. 


India and the EEC 


The links between India and the EEC are now 20 years old. 
These years have witnessed a remarkable development in rela¬ 
tions between India and the EEC, to the point that the EEC 
has emerged as India’s principal trading partner. The first 

of this relationship lasted ten years. India’s primary 
concern at that time was to redress the imbalance in its trade, 
wh ; ch was mainly with the United Kingdom, by seeking 
better access to the European market. India thus sought 
tariffs and other concessions as a result of which the EEC 
decided to suspend its tariff on tea, certain spices and on 
East India kips on an autonomous basis. Similarly, the EEC 
opened zero tariff quotas for handloom fabrics and handi¬ 
crafts. At about the same time, a third agreement covering 
cotton textiles was also negotiated. Finally, another inter¬ 
national decision in UNCTAD was the basis of the Community 
decision to introduce its own general list of preference in 1971. 

The second phase of India-EEC relations can be said 
to have begun by 1973 when the EEC admitted Britain, 
Ireland and Denmark. A joint declaration of intent was made 
you the development of trade relations. The EEC declared 
itself ready ‘‘to examine.... such problems as may arise in 
the field of trade ...” The EEC joint commission was also 
set up to promote the development of two-way trade. 

Then in June 1981 a new five-year commercial and eco¬ 
nomic cooperation agreement was signed between India and 
the EEC. This has been projected as a significant advance 
over the 1973 agreement but if it will actually turn out to be 
such will depend largely on the trade policies followed by the 
EEC. 

Since EEC has emerged as India’s major trading partner, 
it is worrying to find the kind of protectionism that is colour¬ 
ing EEC policies. Although spokesmen of the EEC have 
been at pains to reassure India that the EEC will rely on 
market forces to eliminate the inefficient producers and that 
the resulting gap in production will be made up by im- 
y ports from the developing countries, it is not very dear 
whether this precept has been reflected in the actual policies. 
The most striking example of this is textiles. One EEC 
spokesman said that it was entirely possible that some product 
lines within the European textile industry would be phased 
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out as part of the overall restructuring of European industry. 
It now remains to be seen whether, in the face of persistent and 
increasing unemployment, the EEC countries will have the 
necessary political will to go through with this tooth-wrenching 
operation or whether they will impose trade barriers to pro¬ 
tect their inefficient industries. The proof of the pudding 
will come when India settles down to negotiate on a bilateral 
basis the multi-fibre agreement, the general principles of 
which were settled earlier this month. Although EEC spokes¬ 
men never lose an opportunity to point out the benefits they 
have bestowed upon developing countries in general, and 
India in particular, it needs to be pointed out that such genero¬ 
sity has been largely in the context of low value-added items 
where the size of the European industry itself is insignificant. 
What needs to be done now by the EEC is to ruthlessly apply 
the principles of comparative advantage by phasing out 
inefficient industries and allow imports from developing 
countries. 

However, the problems of protectionism relate not only 
to overall policies but also- and quite largely—to the nitty 
gritty trade relations. For example, the EEC can turn around 
and tell India that there is no reason why India should 
complain of protectionism in textiles when it is not fulfilling 
its quotas. True, but it is also equally true that there is no 
reason why the EEC should apply quotas on particular items 
i.e. only so many shirts to France and so many blouses to 
Italy. The non-transferability aspect is probably as major a 
factor in India’s inability to fulfil its quotas as arc its own 
shortcomings in quality control. 

On the aid side India has been the single largest reci¬ 
pient of EEC aid. The bulk of the aid has been in the form of 
food much of which has gone to operation flood. Project aid 
has also been forthcoming from the EEC in the form of grants 
focussed on projects for rural development. India’s share 
currently amounts to around 20 per cent of the total EEC aid 
and in 1980 it came to 32 million ECU’s. 

In the final analysis, however, the mainspring of India- 
EEC relations will remain trade. It is in the long-term interest 
of the EEC to ensure that this trade is as free as possible and 
conducive to a globally efficient allocations of resources. 
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THE death of Mr B.M. Birla in 
Calcutta on January 11 is a great loss 
not only to Indian business but to 
the nation. For over half a century 
he provided leadership and guidance 
to the business community especially 
in the eastern region. He was a 
patriot in the real sense. He loved 
India passionately and worked hard 
to make it prosperous. He was res¬ 
ponsible for building up a large 
number of industrial undertakings as 
i well as industrial associations. Apart 
from being an enlightened business¬ 
man, he was an eminent citizen who 
devoted his time and talent to en¬ 
courage oth^r activities like educa¬ 
tion, science, public health, civic 
improvement, religion, and so on. 

Mr Birla believed in the need for 
a planned economy. But he was 
severely critical of the kind of plan¬ 
ning that was being adopted in India. 
He thought that the basic approach 
of the Planning Commission was not 
well conceived. It was far too much 
based on ideological considerations. 
The Commission has always been 
pleading for curbing consumption. 
But, according to Mr Birla, this 
policy was wrong. He believed that 
unless the people were allowed to 
consume more, there would be no 
incentive t< production. In his view, 
savings should be promoted not by 
checking consumption but by making 
it worthwhile for the people to work 
hard and earn more money. He used 
to criticise the Government’s constant 
emphasis on the need for austerity. 
To him, austerity was only another 
name for poverty. 

Mr Birla was greatly impressed by 
the remarkable progress achieved by 
the automobile industry in the USA 
and other advanced countries. He 
wanted that in India also this industry 
should be developed rapidly so that, 
apart from producing cars and 
commercial vehicles, it could conti- 
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bute substantially to the creation of 
employment opportunities. The 
growth of Hindustan Motors owes 
largely to his drive and dynamism. 
He regretted that the official policies 
were not conducive to the vigorous 
expansion of this major industry 
which is also very important from the 
point of view of the country’s de¬ 
fence. Unfortunately, the Govern¬ 
ment has stilled its progress by heavy 
and indiscriminate taxation. As a 
result, today car prices continue to 
remain beyond the reach of most 
people. At the same time, the public 
transport system works in a chaotic 
condition. Mr Birla believed that if 
the automobile industry had been 
allowed to develop properly, it could 
have played a vital role in promoting 
the country’s prosperity. 

Mr Birla wanted businessmen to 
organise themselves effectively so that 
their views could be properly heard 
by the Government as well as by other 
sections of the population. He urged 
them not to have any feelings of in¬ 
feriority complex since they were 
engaged in producing wealth for the 
nation and were contributing in 
various ways for the people’s welfare. 

In 1*)58, he took the initiative in 
holding the West Bengal Business 
Convention in Calcutta. This was a 
unique gathering since, for the first 
time, businessmen of all categories 
throughout West Bengal assembled in 
one place to discuss their common 
problems. It was Mr Birla’s idea that 
the convention should set up a perma¬ 
nent body which would help business¬ 
men in the mofussil areas to develop 
their own associations so that they 
could deal with the authorities more 
effectively for getting their grievances 
redressed. He also wanted that this 
body should provide on a regular 
basis advice to young entrepreneurs to 
set up their businesses. Mr Birla felt 
that the problem of the educated un¬ 



employed could not be tackled success¬ 
fully if they continued to seek jobs in 
Government offices and commercial 
firms. He desired that the educated 
youth should be given the necessary as¬ 
sistance and guidance to undertake 
some productive activity or the other so 
that they could stand on their own feet. 

It was Mr Birla’s philosophy that 
businessmen should not merely earn 
and accumulate wealth but should 
distribute it widely and wisely so that 
the society as a whole could benefit. 
Like Ford, Rockefeller, Andrew 
Carnegie and other famous philan¬ 
thropists of the USA, Mr Birla believed 
in giving generously for all good 
causes. Numerous educational, reli¬ 
gious, and other kinds of institutions 
have been helped to come into exis¬ 
tence and expand their activities 
through his munificence. 

The young businessmen of today 
have to learn a lot from Mr Birla’s 
ideas and ideals. He was always an 
optimist and never allowed defeats 
and disappointments to discourage 
him. At a time when there is so much 
uncertainty about the economic out¬ 
look in India as well as in the world, 
we need men like Mr Birla who would 
guide the business community on the 
right lines by their clear thinking and 
bold leadership. 
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One of the great cementing forces in this 
world is international trade and commerce 
which has not only survived but transcen¬ 
ded national and regional differences. In 
the olden days, centres of civilisation and 
trade were located on coasts and rivers 
where goods and ideas could be exchan¬ 
ged. But with the advancement of tech¬ 
nology the importance of geographical 
barriers to physical trade have decreased, 
while improvements in communication 
have been able to bring countries and 
business activities closer together. 

Countries which have fought each 
other for centuries, like Germany, France 
and the UK, have come together in 
the middle of this century to form the 
European Common Market which benefits 
each of them. On a larger scile, there 
are the 23 countries including the USA,. 
Japan, Canada and the European coun¬ 
tries who form the OECD. This process 
will continue to accelerate on a wider 
scale in the years ahead. 

Mutual Interest 

Such expansion of the maikcts is in the 
interests of both the North and the South. 
The North needs to expand the market 
for its increasingly higher technology 
products and services. This is all the 
more relevant in the context of its present 
difficulties of low growth and unemploy¬ 
ment. Similarly, the South needs a buo¬ 
yant and growing market in the North 
to market its commodities and its relati¬ 
vely labour intensive products. Further¬ 
more, the South will continue to need 
transfer of resources from the North for 
economic development on a larger scale 
and the North will need an economically 
sound South that can repay the funds. 
The North will need growth in the South 
as a means of recycling OPEC funds too. 
All this requires a growing Global Mar¬ 
ket with mutual access. This mutuality 
of interests is best illustrated by what has 
happened between the OECD countries 
and the non-oil LDCs over the last de¬ 
cade. 

OECD imports of manufactures from 
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LDCs increased at a rate of 29 per cent 
from 1970-76, 19 per cent in 1977, 32 per 
cent in 1978 and 26 per cent in 1979. As 
a result, during this period, the share of 
the LDCs in total OECD imports of 
manufactured goods doubled from 5 to 
10 per cent. OECD exports to LDCs in¬ 
creased at 23.8 per cent in 1970-76, 17.7 
per cent in 1977,22.4 per cenl in 1978 
and slowed down to 12 per cent in 1979. 

Capital Goods Exports 

Most of the exports from OECD are 
capital goods. The pattern of exports 
from LDCs has changed with a much 
faster growth in clothin? as compared to 
textiles and in electrical machinery as 
compared to steel and chemicals. This 
growing trade between OECD and LDCs 
is typical of the interdependence of mar¬ 
kets and illustrates the dynamic pattern 
in the composition of trade. 

Apart from the sheer logic of interdepen¬ 
dence, both politically and socially, it is 
much more sensible to shift away from 
aid to trade as the means of exchanging 
resources. In the North, with its prob¬ 
lems, aid will become increasingly unpo¬ 
pular. In the South aid has already be¬ 
come an instrument of dependence and 
inefficiency, especially in the burgeoning 
public sector enterprises built on unreali¬ 
stically cheap international resources. 
Both cheap IDA loans and PL 480 type 
of aid have contributed considerably to 
uplift the economies of countries like 
India; but when continued over a period 
of time, they generate a culture of depen¬ 
dence and inefficiency which is most evi¬ 
dent in the Indian public sector. Dis¬ 
continuation of such aid as in the case of 
PL 480, could indeed be a blessing in dis¬ 
guise because the performance of invest¬ 
ment projects will then have to be judged 
against more rational standards. There¬ 
fore, it is in the genuine ultimate interests 
of both the North and the South to shift 
away from aid to trade based on efficient 
commercial considerations. This then is 
the rationale for the existence and growth 
of the Global Market, 


In recent years, the size of the Global 
Market in terms of value of trade has 
expanded at a phenomenal rate. World 
trade grew from 8155 billion in 1963 to 
about 8600 billion in 1973 and to $2000 
billion by 1980. The rate of growth in 
the last decade has been almost at 20 per 
cent per annum. The most spectacular 
growth in trade was that of OPEC coun¬ 
tries from a mere $9 billion in 1963 to 
$42 billion in 1973 and $300 billion by 
1980. The trade by non-oil LDCs is only 
about 8250 billion out of the total 
$2000 billion, or 12 per cent, whereas 1 
OPEC has $300 billion and industrialised 
countries have about $1250 billion, the 
remainder being trade with the East bloc. 
The share of non-oil LDCs has grown 
from $23 billion in 1963 to $68 billion in 
1973 and about $250 bilion in 1980. It 
is in the interests of the developing coun¬ 
tries that the total global trade continues 
to grow so that as the cake grows, so will 
their share grow. This is the opportu¬ 
nity. Now let us look at the constraints. 

The Constraints 

It is necessary for us to understand the 
constraints so that we can formulate qT 
strategy to cope with them. Constraints 
exist for the North as well as the South. 
First of all, let us take the constraints 
and problems faced by the North. 

Slow down of economic growth : The 
creation of an increasingly open-market 
based world economy in the two decades 
following the Second World War resulted 
in continued growth and prosperity dur¬ 
ing the 1950s and 1960s. To some extent, 
these decades of prosperity induced a 
slowdown of productivity improvements 
as well as a surge in welfare expenditure 
in Europe and the USA. Then came the 
OPEC intervention and the shock to the 
economies of the North. Petroleum is a 
unique commodity in several respects^ 
It is non-renewable; it had till the 1970s 
a low price elasticity of demand; there 
used to be a difference in cost of produc¬ 
tion between oil and any other real sub¬ 
stitute. AU these factors enabled the 
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lating rent from the North* The resultant 
trMsfer of resources from the North to 
£C slowed down their growth. The 
si figures indicating the slowdown 
)ECD economies are given in table 
helow : 

OECD Real GDP Growth 

(In Per Cent Per Annnm) 




Europe 

USA 

Japan 

Total 

1960-70 

5.0 

4.0 

10.5 

5.0 

1970-80 

3.0 

3.0 

5.0 

3.25 

1971 

3.7 

2.9 

4.6 

3.7 

1972 

4.3 

58 

8.8 

5.4 

& 

5.8 

2.2 

5.4 

—1.3 

8.8 

—1.0 

6.1 

0.6 

- 1975 

—0.9 

—1.0 

2.3 

—0.3 

1976 

4.7 

56 

5.3 

5.1 

1977 

23 

5.1 

5.3 

3.6 

1978 

3.0 

4.4 

5.0 

3.8 

1979 

3.2 

2.4 

5.5 

3.3 

1980 

1.5 

—0,2 

4.2 

1.3 


As you can bee, the result of the 
1973-74 oil price increase was reflected 
in a significant slowdown in 1974 and 
1975 from about 5 per cent per annum 
growth to a negative growth. Then the 
OECD economies picked up and were 
progressing back towards a 4 per cent 
^/Wth rate when the trebling of oil 
pf^ces in 1979 dealt another blow, slow¬ 
ing their growth rate to just over one 
per cent only. 

This slowing down of growth rate has 
several consequences, both physically 
and psychologically. Physically, of 
course, the demand for products will be 
less buoyant and e^n depressed. Psycho¬ 
logically, countries and Government tend 
to become more inward-looking and 
self-protective. They belnve exactly like 
individual human beings who, when they 
are hale and hearty, can afford to be 
op:n and free, but when afflicted, tend 
to become more self-centred and self- 
pitying and less sensitive to the outside 
world. 

ffhe, other psychological effect is the 
tendency of Governments to experiment 
with various economic theories and 
policies. Again, the behaviour of Govern¬ 
ments is like that of individual human 


desperate hours, seeking 
cure even from faith healers and astro¬ 
logers. So we have the spectaole of 
political leaders adopting insensitive 
dogmas. 

Apart from these physical and psycho¬ 
logical consequences, a very fignificant 
social consequence of the slowdown in 
economic growth in the North has been 
the rise in unemployment. In the USA, 
unemployment rose from about 5 per 
cent in 1972-73 to over 8 per cent in 1975 
post-OPEC. Then again, it fell to below 
6 per cent but began to rise again in 1980 
following the 1979 oil price increase and 
is expected to reach 9 per cent in 1982. 
In a country like the UK., it is over 12 per 
cent of the working population with 
certain regions of the country having 
over 25 per cent unemployment. France 
is not in any better position. Even 
Germany, despite its facility to send 
home the so-calleJ guest workers from 
Turkey, etc., is facing a problem. Apart 
from the material deprivation, un¬ 
employment is a great trauma for the 
young unemployed and could leave 
lastihg scars. So, one of the greatest 
problems facing political leaders in the 
North is that of rising unemployment 
in their countries as a result of the 
general slowdown in economic activity. 

Recycling of Resources 

Whilst all this is going on, the North 
is also compelled to spend more and 
more on defence. This is not the forum 
to discuss the rights and wrongs of the 
East-West confrontation, but we cannot 
ignore the fact that it not only exists, 
but has been aggravated by Afghanistan, 
and more lately, by what is going on in 
Poland. As the North has to spend 
more on defence, its ability to recover 
has been hampered. 

These, then are the constraints facing 
the North. Lest I leave you wiih the 
impression that these constraints are 
insurmountable or that the North is 
heading for disaster, let me hasten to 
add that this is only a passing pheno¬ 
menon. The inherent strength and resi¬ 
lience of the open market economies 
of the North are such that they will 
recover and resume growth in the next 
couple of years. In fact, the response 
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to petroleum price increase has been a 
dramatic example of the resilience of 
the free economies of the world. They 
have stepped up their exploration of all 
energy sources; they have reversed a 
strong rising trend in petroleum con¬ 
sumption. The petroleum used per unit 
of GNP in OECD countries has dropped 
by around 20 per cent between 1973 and 
1981. 


Defence Spending 

They have also provided the channels 
for recycling of the enormous resources 
which were transferred from them to 
the OPEC countries. So there is no 
doubt that the North will recover, but 
the disruptions of their economies 
during the 1970s, mainly due to OPEC, 
coupled with the continued confronta¬ 
tion with the Eastern bloc, has resulted 
in a hardening of attitudes in most 
countries of the North. Now to the 
problems of the South, or the developing 
countries. 

Political Stability and Maturity : For 
any sustained economic growth, it is 
necessary to have a stable political 
system—democratic or otherwise. A 
major problem facing several developing 
countries is that having become inde¬ 
pendent in the last 3 or 4 decades, many 
of them are still in the process of evolv¬ 
ing a political system that suits the 
history and culture as well as the future 
needs of each country. Several have 
chosen the path of military dictatorship 
which contains the seeds of its own 
instability. The others like India, who 
have chosen the path of democracy, 
have to go through a period of matura¬ 
tion which may take them through some 
disruptive experiments. This process 
can last for several decades, and thereby 
delay sustained and significant economic 
advancement. It is only when the poli¬ 
tical system and philosophy have stabi¬ 
lised that a developing country can 
concentrate and achieve economic 
progress. 

Discordant Attitudes Between North 
and South '. Most countries of the South 
have deep-seated distrust of the North 
arising from memories of * colonial past 
and from the natural resentment between 
the rich and the poor. On the other 
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Instead of regrets, 
may we suggest prevention. 


Every year about Rs 3,500 crores of 
goods have to be written off due to 
poor packaging, mishandling, 
improper storage and careless 
transportation True, you can get your 
compensation through insurance But 
even insurance cannot make good 
other vital factors Damaged 
equipment and material take time to 
replace Your standing in the market, 
your credibility and goodwill get 
adversely affected. 


The sad part of it all fs that cargo 
losses are preventable They can be 
foreseen and their damage potential 
minimised. 

Make Loss Prevention a way of life. At 
home, on the road, at the workplace. 
We, at LPA, are committed to the 
prevention and minimisation of losses. 
But we can only offer our help. You 
must act. 


Prevent losses; promote prosperity. v 



MSk 


LOSS PREVENTION ASSOCIATION OF INDIA LTD. 

(Sponsored by the General Insurance Industry) Warden House, Sir P M. Hoad, Bombay 400 001. 
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would like to link economic assistance 
tiwith political alignments and acceptance 
ijof economic philosophies by the South. 
||Then again, while most of the countries 
of the North have arrived at a * stage 
where open market economies are feasi¬ 
ble, most countries in the South, with 
their justifiable desires to protect local 
industries and to reduce inequalities 
among their population, find that Govern¬ 
ment intervention and initiatives in vary¬ 
ing degrees become inevitable. Tn addi¬ 
tion, the existing tension between the 
East and West has its own repercussions 
on the North-South relationships. All 
these factors contribute to a degree of 
discord between the North and the 
^South, which we have to be aware of. 
^Such discord results in attitudes ranging 
from indifferent to unsympathetic on the 
part of the North, and from distrustful 
to resentful on the part of the South. 

Great Disadvantage 

Whatever may be the causes and their 
justification, the net result is one of 
great disadvantage to the South. In my 
mother tongue, Malayalam, we say that 
whether a leaf falls on a thorn or the 
thorn falls on the leaf, the damage, if 
any. is always to the leaf. The North 
can get by for a while without bothering 
about the South, whereas the South can¬ 
not make progress without cooperation 
from the North, as even China has found 
out. The problems of the South are 
more endemic, while the problems of the 
North are transient. So, in effect, the 
South has to make a greater effort to 
overcome its own distrust and resent¬ 
ment of the North and promote the 
theme of interdependence rather than of 
defiance or isolation of the North. This 
needs great understanding and statesman¬ 
ship which is rare. 

Lack of Resources'. The other major 
problem of the South is lack of resour¬ 
ces, mainly in terms of capital and entre¬ 
preneurial management. As the Brandt 
Commission has pointed out, the South 
has 75 per cent of the world's popula¬ 
tion with only 20 per cent of the world’s * 
income. The South has only 10 per cent 
of the world manufacturing industry and 
less than 5 per cent of the world's R&D 


South's population suffers from hunger 
and malnutrition. 

In order to correct these deficiencies 
in the South, the order of investments 
required in the South has been estimated 
by the Brandt Commission to be about 
$60 billion p.a. in the 1980$ and about 
$120 billion p.a. in the 1990s. This is 
equally a measure of the lack of financial 
resources in the South. 

The Strategy 

These are the constraints. As the less 
privileged party, the South has to for¬ 
mulate a strategy with a great deal of 
sensitivity to these constraints. 1 shall 
now outline some key elements of such 
a possible strategy for the South. 

Gain Access to Markets : One of the 
most important steps to be taken by any 
developing country wanting a sizeable 
increase in its share of the Global Market 
is to gain access to the relevant market. 
Such access has to be gained usually as 
a part of political negotiations. In other 
words, no one country’s Government can, 
through unilateral action, help its indus¬ 
tries to gain access in another country’s 
market. This has to be negotiated bet¬ 
ween the Governments. It is therefore 
only natural that in such negotiations, 
political affinities play a significant role. 
Therefore, if a developing country wants 
to gain access to a market, its political 
alignments become a critical factor. It 
is not mere economic factors that have 
helped South Korea, Hong Kong and 
Japan to gain large markets in Europe 
and the USA, it is a result of their 
political affinities. In contrast, the in¬ 
creasing trade alignment between India 
and the USSR is also a consequence of a 
political process 

Therefore, each developing country 
should make a conscious choice of 
political alignment ranging from the 
well defined ones to the vague state of 
non-alignment, realising the conse¬ 
quence on its access to various parts of 
the Global Market. Very often we think 
of such alignments and non-alignments 
purely in terms of defence strategies, but 
it is a harsh reality that access to mark¬ 
ets is also related to political alignments. 

Choice of Market Segments : Histori¬ 


hud; ieveral countries of 


tile Horth expenditure. About 20 pc* cent of the 


cally, moaft developing countries have been 
exporters of primary produce from agri¬ 
culture or mining. In shifting away 
from these to products of manufacturing 
industry, the essential strength of the 
particular exporting country has to be 
taken into account. For instance, the 
great asset of a country like India is the 
large number of skilled people at various 
levels—'workmen, engineers and scientists. 
This is best evidenced by the fact that 
India’s best exports arc people and its 
greatest source of export earnings are 
from the export of people. However, 
export of people have several limitations 
of which the main one is resentment 
and social problems in the importing 
countries. Therefore, India, in the longer 
run, has to choose maiket segments in 
the North which can be serviced by the 
skilled people in India. One of the main 
reasons why India has been unable to 
link its superior manpower resources to 
the developed country markets has been 
its tardiness in importing and improving 
technology. 

Three Ways 

There are three well-known ways of 
importing technology, viz. (a) purchase 
of licences to make use of imported tech¬ 
nology and then to build on it with indi¬ 
genous R&D; (b) import of high tech¬ 
nology products and thereby learning 
their technology; and (c) allowing entry 
of multinationals with their technology. 
Of course, these three methods arc not 
mutually exclusive and a mixture of them 
can be adopted. Perhaps in India’s case, 
the first method, viz. purchase of licensed 
technology by Indian companies on a 
much more liberal scale is the most ap¬ 
propriate method. Although the example 
of Japan is a well-publicised one, it is 
relevant for developing countries like 
India to learn from Japanese experience. 

After the war, in the 1950s, i.e. only 30 
years ago, Japan was among the poorest 
among the industrialised countries. In 
the 1960s, she caught up with the less 
affluent European countries like Ireland 
and by 1973, her per capita income ex¬ 
ceeded that of the UK. She achieved 
this through an export-oriented growth 
in items like textiles, steel, shipbuilding, 
fertiliser, etc. So, by the 1970s, Japan 
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source, and India Inn a ibundaaee of 
this. But, in order to make bettor use 


fore, the developing countries that are 


readied a trading structure similar to 
that of the other industrialised countries 
of the West. She did,this by importing 
technology and improving on it. Deve¬ 
loping countries like India can equally 
well attempt to do so. Brazil is one 
country which is now doing so. 
It has engineering and manpower skills 
similar to that of India, but its policy to¬ 
wards import of capital is much more 
liberal than that of India, and along with 
capital, it receives technology. As a re¬ 
sult, it has progressed much faster and 
further with a per capita income of US 
82000 per annum as against India’s US 
8200 per annum. 

Even more interesting in the rc-orienta- 
tion of a country’s policy in Global 
Markets is the behaviour of Japan post- 
OPEC. As I mentioned earlier, by the 
early 1970s, Japan caught up with the 
West in per capita income, but as in 
the case of the USA and European coun¬ 
tries in the 1950s, 75 per cent of Japanese 
imports were primary commodities in the 
early 1970s. 

Japanese Realisation 

Probably because of the OPEC shock 
treatment, the Japanese realised that 
they had to render their exports less 
vulnerable [to access to primary com¬ 
modities. Unlike the USA or Brazil, 
Japan has no primary commodities 
or natural resources to balance this 
dependence on imports. Brazil, with its 
vast land and potential agricultural re¬ 
sources, is similar to the USA. Therefore, 
Brazil is following a policy of develop¬ 
ing its agriculture also for export and 
; economic growth. On the other hand, 

, Japan is similar to India, which, on ac- 
I count of its large population and limited 
I area, cannot spare any primary commo- 
i dities except lea and jute. Japan’s res- 
' potisc which is more relevant to India, 

| was to shift away from “natural resource 
1 consuming” industries to “brain-inten- 
i $ive’* iadusti ies like electronics. To do 
\ this, again Japan built on technology 
i from other countries. There is no rea- 
|son why countries like India should not 
tottempt the shift to brain-intensive in- 
Sjustrics like electronics and biotechno¬ 
logy. After all, brain power is the most 
^powerful and economic renewable re- 

i 
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of this valuable resource, India will need 
a strategy of liberal import and en¬ 
couragement of technology to be thought 
out and implemented by the authorities 
who must give up many of the bureau¬ 
cratic shibboleths of the past which have, 
in fact, led to the present state where 
India's main export is people and not 
the product of their brains. It is a pity 
that Indian brains can perform better 
outside India! 

Awareness of Changing Trends in Glo¬ 
bal Market : As an exporting country 
moves away from primary commodities 
to manufactured products, it has to re¬ 
cognise that a lot of effort and expendi¬ 
ture has to be incurred in understanding 
the changing Global Market place. Let 
me give you some instances of the 
changes that have taken place in the 
last few decades. 

Shortened Market Life and Longer R &D 
Stage : In the earlier part of this century, 
.the “market life** of both consumer pro¬ 
ducts and of industrial products was 
much longer. Then came the need to 
change consumer products and consumer 
durables more frequently in response to 
consumer preferences. Industrial goods 
and their methods of production did not 
change very much. A market life of 
over 20 years for such products was nor¬ 
mal. But the increased use of R&D 
changed all this during the second half 
of this century. Minor and major break¬ 
throughs in R&D followed by continuous 
appraisal of products has shortened 
their “market life”. This applies to 
highly sophisticated products as well asto 
fashion products like garments and shoes. 

Large Requirement 

At the same time, the amount of money 
required for R&D has become larger. 
This has implications in size of capital 
investment, specialisation by firms and 
hence concentration among a smaller 
number of larger firms as we shall 
sec later. 

Better Understanding Through Greater 
Exposure to Global Market . Asa product 
moves away from commodity to more 
sophisticated forms, competition is not 
so much on the basis ot price as on the 


used to commodity exports have to finefy 
out through market research as to what 
the consumer preferences in the markets 
of the North are, and try to maximise 
consumer satisfaction rather than try to 
compete on the basis of price. In this 
matter, countries like India are at a great 
disadvantage. They have created and 
sustained a highly protected domestic 
market without serious exposure to inter¬ 
national competition. As a result, one 
of the least developed skills in these coun¬ 
tries is that of marketing as distinct from 
trading or selling. For example, a com¬ 
mon feature of Indian companies is their 
relatively weak marketing skill because 
they are accustomed to operating in a P ? 
market of shortages protected J from the 
rigours of modern technology-based com¬ 
petition. As a part of the effort to parti¬ 
cipate in the Global Market, it is neces- 
saiy for countries like India to open up 
and modernise their markets. 

Obsolete Processes 

The policies followed so far in India 
have restricted both capacity and 
modernisation. Therefore, there is a 
high level of obsolete processes and 
plants and totally outmoded products 
dominating a protected market of 
shortages. Indian industry enjoys the 
privileges and disabilities of a protected 
animal, and it thrives in a lush market, 
which is left at its mercy. If India, for 
instance, has to gain a fairer share of the 
Global Market than its miserable 0.5 per 
cent, this protected animal has to be ex¬ 
posed to the modernising influences of 
the Global Market. India needs to lower 
the fences, not so much to let others in, 
but more to let its industry out. 

Government-Industry Relationship : It 
is noteworthy that those coutnries which 
have succeeded in improving their posi¬ 
tion in the Global Markets have done so 
through a close understanding between 
Government and industry. This is be¬ 
cause, as was pointed out earlier, it is the 
political and economic policies of the 
Government that determine the access of 
industry to the markets in other countries. 
The example of Japan, West Germany, 
France, South Korea, Taiwan, Hong 
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close understanding between Government 
And industry. 

*jf Of course, the cooperation between 
Iftovernment and industry cannot be con¬ 
fined only to exports. It has to be on a 
broad front covering, domestic as 
well as international markets. Government 
has to adopt a supportive and encouraging 
role rather than a restrictive and menac¬ 
ing role. Here, again, India is a prime 
example of what needs to be corrected. 

Concentration Among Fewer , Bigger 
Firms : Because of the marketing and R &D 
skills, it is inevitible that as time passes, 
the export effort of a country will tend to 
concentrate in a diminishing number of 
^ increasingly larger firms that alone can 
^fford the scale of investment. This is 
a feature of the changing Global Market, 
which developing countries have to appre¬ 
ciate and adopt as part of their strategy. 
In the case of Japan, for instance, in 
each industrial sector, there is a limited 
number of very large Japanese firms which 
dominate the international market, whe¬ 
ther it is in automobiles, chemicals or 
electronics. 

British Experience 

But even in a relatively more staid 
Europe, the picture is the same. A study 
conducted by the UK Department of 
Industry showed that in 1974, whereas 
24,000 firms exported their products, 
over 80 per cent of UK exports was made 
by 933 enterprises. There was a further 
concentration in as much as 68 per cent 
of UK’s exports was made by 315 firms. 
About 50 pet cent of UK exports was 
made by as few as 92 firms and 32 of 
them accounted for 35 per cent of total 
exports. 

In France, about 1360 firms accounted 
for 80 per cent of exports in 1974. Of 
these, 300 firms accounted for two-thirds 
of French exports, 120 firms for 50 per 
cent and 65 firms for 40 per cent of French 
exports. 

In Sweden, 100 firms accounted for 75 
per cent of exports and 25 among them 
contributed 50 per cent of Swedish ex¬ 
ports. 

Therefore, it is evident that developing 
countries that want to gain a share of the 
Global Market must encourage their few 


Jifgfeftrms to undertake this responsibi¬ 
lity. The logic of such concentration and 
specialisation in industry is inescapable 
in the global context, however much we 
may criticise it in domestic politics. 

Linkage with Distribution : Another 
significant feature emerging in the Global 
Market is the power of the retail chains. 
Retail trade in the countries of the North 
has been undergoing a steady transforma¬ 
tion over the last 20 years. Those who 
want to sell into those markets should 
have an understanding of this profound 
change. The last 20 years have seen the 
growth of the large multiple chain stores, 
a steady rise in their average size, and 
the adoption of increasingly sophisticated 
techniques of discounting and seif service. 
The basic efficiency of the system is in 
making available to the consumer a wider 
variety of products at low cost and in 
continuously improving methods to re¬ 
duce costs. 

A significant trend is the concentra¬ 
tion of trade among multiples. Thus, 
the largest multiples the UK accounted 
for almost 50 per cent of the turnover 
of multiples or about 22 per cent of 
its total national retail trade. The lar¬ 
gest ones are growing much faster too, 
both individually and through mergers. 

The significance of these trends to the 
developing countries is that in order to 
expand the share of the market for con¬ 
sumer products in the North, it will 
become increasingly necessary to gain 
access to these multiple chains. The 
great advantage they offer to a develop¬ 
ing country is that they take over the 
responsibility of marketing and distribu¬ 
tion which are precisely the areas of 
weakness in the South. Developing 
countries should recognise and take 
advantage of this important synergy. 
For instance, the Government of India 
should encourage Indian companies to 
promote collaboration with Western 
multiple chains so that they can supply 
quality products instead of having to 
struggle through smaller outlets which 
cost more to service, and are, in any case, 
going to be of diminishing significance. 

These, then are some of the elements 
of a strategy that developing countries of 
the South can adopt in order to gain a 
better share of the market in the North. 


If developing countries adopt imagi¬ 
native policies, it is possible for them to 
get an increasing share of the Global 
Market. Nobody is going to offer it on 
a platter; we have to take it by under¬ 
standing the rules of the game and tak- 
ing advantage of them. The fact that It 
is possible has been amply demonstrated 
by the performance of some of the deve¬ 
loping countries. The total OECD ii|ports 
nf manufactured goods from LDCs rose 
from $7 billion to $60 billion—almost 9 
times—in the period 1970-79; but the 
imports from South Korea alone grew 
from $0.5 billion to $9.5 billion; from 
Taiwan, $0.75 billion to $10 billion and 
from Hong Kong, $2 billion to $10 bil¬ 
lion. These are very impressive perfor¬ 
mances by relatively small countries, 
Much bigger countries like Mexico, Brazil 
and India could raise their exports of 
manufactured goods to OECD only to 
the level of about $2-3 billion. All three 
of them rely more on commodity exports 
to a much larger extent. The smaller 
countries have been more agile in taking 
steps to increase exports of manufactured 
goods. 

India’s Chanca 

It is time that the bigger countries, and 
especially India, which does not have the 
oil of Mexico or the huge agricultural 
surplus of Brazil, took some of the steps., 
which we had discussed earlier* TheroL 
seems to be a very fair chance of India 
becoming self-sufficient in petroleum, lfc ’ 
at the same time, India could step up ifiR, 
share of the Global Market from 0.5 po?4 
cent to even 2 per cent, there will be no 
more need for dependence on tied trade 
with the Eastern bloc or massive IMP 
loans. Although sometimes one is drw 
ven to dispair as policy makers seem to 
be playing snakes and ladders with the " 
country’s economic development, it is 
inevitable that the innate ability of the 
people of India will win through. So, all 
of us live in the hope and faith that lndtg 
will move from being a country with $ 
past, to one with a future based, not ot| 
aid, but on a revival of the historic ability 
of its people to trade in the ever-expan<jk 
ing Global Market. 

(rhis is the edited text of Mr Thomas' address 
to the Public Relations World Congress tn 
Bombay.) 
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Economic Analysis 


Our Agricultural Future 


Dr M. S. Swaminathan 


Our agricultural progress since 
Independence has helped to generate 
the self-confidence essential for greater 
achievements. While the first 50 years 
of this century were characterised 
by a relative stagnation in agricul¬ 
tural growth, the next 30 years mar¬ 
ked the beginning of an era of 
modernisation of land and water- 
based occupations with the in¬ 
troduction of appropriate packages of 
technology, services and public 
policies. The beginning of the Eighties 
gave birth to a new development in 
our agriculture, viz. an increasing deg¬ 
ree of organisation of what traditio¬ 
nally has been an unorganised sector. 
Farmers are now getting organised 
to agitate for issues like fair prices, 
non-exploitativc marketing facilities 
and better water and fertilizer distri¬ 
bution. These arc signs of hope. One 
implication of fanners' agitations is 
that more farmers wish to take ad¬ 
vantage of new technology involving 
cash inputs. Under conditions where 
land is individually owned, invest¬ 
ment decisions will naturally be 
based upon the cost, risk and return 
structure of the farming enterprise, 
f It is in the context of this emerging 
f scenario, where public policies will 
T largely determine the direction of 
T change, that we should look at our 
T agricultural future. 

J In my view, the following five fac- 
j tors deserve greater attention : 

^ (a) The impact of population growth 

J pn the si/e of the land holding as 
X well as on land fragmentation; 

X (b) The social engineering aspects of 
X improving the efficiency of manage- 
X men! of small farms as measured by 
♦♦"« ♦ ♦♦♦ ♦ ♦♦♦♦♦♦♦ »♦♦♦ 


productivity per day and per unit of 
land and water; 

(c) Diversification of labour use 
leading to a gradual withdrawal of 
as many landless labour families as 
possible from the routine operations 
of farming to subsidiary occupations 
leading to increased earning and less 
drudgery; 

(d) Safeguarding the renewable na¬ 
ture of agricultural operations by 
protecting the soil and water rcsouices 
and conserving genetic variability in 
plants and animals; and 

(e) Enlarging home and external 
trade in agricultural commodities on 
lines which will protect the interests 
of producers and consumers. 

There are obviously many other 
factors which also merit consideration 
but I consider the above five groups 
of factors as relatively more impor¬ 
tant from the point of view of urgent 
attention. 

Population projections made in 
the Planning Commission, using two 


different alternatives (i.e. NRR = 1 by 
1996 or 2010) show that in 50 years 
from now we may have a population 
of about 1231 or 1375 million 
(table below). If the programmes now 
planned for improving female literacy, 
economic emancipation of women 
and for widespread voluntary adoption 
of the small family norm succeed, it 
should be possible to contain the 
population size at 123J million in AD 
2030-31. We will then need to produce 
277 million tonnes of foodgrains to 
meet a per capita requirement of 225 
kg per year. It should not be diffi¬ 
cult to produce this quantity of food- 
grains, since we are now reaping the 
benefit of only about 25 to 30 percent 
of the production potential available 
even at current levels of technology. 

The age structure of our popula¬ 
tion is such that large numbers of 
young people will need opportunities 
for gainful employment. Currently we 
are a nation consisting predominantly 
of young persons but the dependency 
ratio will gradually decline (see table). 
Jri other words, we should strive to 


Estimated Population of India (Projections of the Perspective Planning 
Division of the Planning Commission) 


Year 

Assumption 1 

Population 

(Million) 

Dcpcndenc 

Ratio* 

1981 

— 

683.8 

0-84 

2001 

A 

940.3 

0.58 

2001 

B 

1003.1 

0.67 

2031 

A 

1231.7 

0.57 

2031 

B 

1375.4 

0.56 


Assumption A : NRR—1 in 1996 Assumption B :NRR*-1 in 2010 
(0-14+60) 

“Dependency ratio,; — f 

♦ ♦ ♦ ♦+♦»♦♦♦+■»♦♦ M 4*♦♦♦♦♦♦♦+»♦»♦ M ♦♦♦404 ♦»♦♦♦♦♦♦*♦♦♦ ♦♦♦♦ M♦♦♦** 
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avoid not only famines of food, but 
also famines of jobs. Without jobs 
the purchasing power needed for buy¬ 
ing food will not exist. Being a large 
country, we should also be prepared 
for local disasters arising from natu¬ 
ral calamities. Agricultural strategies 
should hence aim at elevating and 
stabilising food production and gene¬ 
rating opportunities for gainful em¬ 
ployment. 

The rapid growth in population re¬ 
sulting in increasing fragmentation of 
holdings is making the size of opera¬ 
tional units smaller and smaller. The 
size of an operational holding has 
now reached about one hectare in 
States like Uttar Pradesh and Bihar. 
Therefore, the number of families 
which have to make a contribution for 
achieving a specific production target 
is increasing. The size of the landless 
labour population is also growing. 

Regional Disparities 

While in a State like Punjab, food- 
grain production increased between 
1960-61 and 1978-79 by 8.01 per cent 
per year, this growth was only 1.19 
per cent in Orissa. The annual growth 
rate for total agricultural production 
for Punjab during the period 1951-53 
to 1969-70 was 6.6 per cent as against 
0.7 per cent for Bihar. Minimising 
regional disparities and extending the 
benefits of new technology to all clas¬ 
ses of farmers, therefore, become 
areas of priority concern. 

Another major issue facing us now 
is the whole area of land reform and 
agiarian structure. Land reform has 
so far been mainly looked at from the 
point of land ownership, land ceiling 
and security of tenure. For enabling 
small and marginal farmers to pro¬ 
duce more, land reform will have to 
be given an ownership-cum-produc- 
tion interpretation covering steps 
which will facilitate the more effi¬ 
cient use of land. For example, with¬ 
out land consolidation and levelling, 
it becomes difficult to manage water 
properly and thereby derive full bene¬ 
fit from our investment on irrigation. 


Hence land reform in our country 
should include steps not only relat¬ 
ing to the equitable distribution of 
available land resources among all 
sections of the rural community but 
also measures such as consolidation 
of holdings, land levelling and soil 
health care which arc essential for 
sustained agricultural productivity. 
Land ownership and land producti¬ 
vity should both become integral com¬ 
ponents of the reform measures. 

Farm Management 

An important constraint under con¬ 
ditions of small holdings with indivi¬ 
dual land ownership is the difficulty 
of achieving a high level of farm mana¬ 
gement efficiency. For example, if two 
neighbouring faimeis adopt tot a II) 
divergent approaches in the field of 
pest control, the farmer who wishes 
to achieve high levels of production 
may have to resort to a larger number 
of sprays of pesticides than would 
otherwise have been necessary. Hence 
a challenge to development planners 
and administiators dealing with small 
farm conditions lies in introducing 
suitable packages of services which 
can help to introduce a community/ 
area approach in management when¬ 
ever this is necessary. Extension stra¬ 
tegies should be re-oriented to pro¬ 
mote collective endeavour among far¬ 
mers living in a watershed or com¬ 
mand area in fields like water con¬ 
servation and use, plant protection and 
post-harvest technology. This will call 
for greater efforts in the field of social 
engineering as applied to the promo¬ 
tion of community action. 

For optimum efficiency, a blend of 
cash and non-cash inputs will be neces¬ 
sary. Area based services are best 
provided by farmers’ own organisa¬ 
tions supported by appropriate train¬ 
ing, credit and marketing assistance 
fiom Government. The organisation 
of community nurseries in crops 
like rice where transplanting is done, 
the introduction of rotational distri¬ 
bution of water in the command 
areas of irrigation projects so that 
all farmers in the command area get 
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equal quantities of water and the ^ 
supply of credit and the needed j 
inputs before the sowing season in J 
properly organised credit-cum-input ± 
supply village fairs are examples of t 
the approaches which have been T 
found useful. T 


Learning fiom successes is equally 
important in programme formula¬ 
tion. If Punjab made striking advan¬ 
ces in crop production after the re¬ 
lease of dwarf varieties of wheat and 
rice, this is because the State already 
possessed the substrate requirements 
essential for new technology to find 
widespread rdoption. Four of the 
major technology diffusion substrate 
needs which Punjab possessed in mid- 
Sixties weic: owner cultivation, land 
consolidation, rural communication 
and rural electrification. Roads and 
energy supply are exceedingly impor¬ 
tant inputs. 

Diversification of Labour Use 

At present, far too many people 
are dependent for their living on the 
routine operations of faiming, such 
as ploughing, weeding, reaping, etc. 
This is particularly true of women farm 
labour. While immediately the only 
way of helping unskilled agricultural 
labour surviving on daily wage status 
is the enforcement of minimum wages 
and the extension of the National 
Rural Employment Project, we must 
simultaneously develop methods which 
will help to provide alternative sources 
of employment to this categor) of 
labour. Such alternative employment 
will have to be provided in the areas 
where they are living in order to ren¬ 
der unplanned migration to urban 
areas unnccessaiy. This would imply 
a much greater attention to : 

(a) Post-haivest technology designed 
to produce value-added products in 
the village; 

(b) Institutional devices for help¬ 
ing small farmers and fishermen, like 
the organisation of horticultural es¬ 
tates, aquaculture estates, etc. which 
can help to generate additional em- 
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ployjment and to promote producer- 
oriented marketing; and 

(c) Careful assessment of the addi¬ 
tional opportunities available for pro¬ 
moting cottage and village industries. 

I would like to cite an example as 
to how we can bring about a radical 
change from past notions. There is 
an old saying all over Asia that ‘’paddy 
and poverty go together”. This is 
because paddy being a basic staple will 
not get a high price in contrast to 
commercial crops. Also paddy straw 
being poor in nutritive quality could 
not support a profitable subsidiary 
occupation like dairying. To-day we 
can substitute the old saying with a 
new one, viz. “paddy and prosperity 
go together”. 

Paddy and Prosperity 

This is because of the following 
factors : 

(a) Paddy yield can be doubled or 
trebled by using improved technology, 

(b) Paddy straw can be suitably 
fortified with urea and molasses and 
made into a complete food for ani¬ 
mals. Such fortified and chemically 
treated straw could be used in small 
scale dairy enterprises based on high 
yielding cross-bred cows; 

(c) Rice bran oil can be extracted 
and dc-oiled bran can be fortified and 
utilised as animal feed; there is at 
present a large gap both between the 
potential and actual quantities of 
rice bran used for oil extraction and 
between the quantities used for extrac¬ 
tion of edible grade bran oil and the 
total quantities used for oil extraction; 

(d) Solar grade silicon could be 
extracted from rice husk and utilised 
for the manufacture of photovoltaic 
cells. Also, rice husk can be used for 
manufacture of cement and for de¬ 
centralised power generation- 

In other words, rice-bastd (aiming 
systems could become catalysts of 
change in rural occupations. Based 
on careful techno-economic studies, 
industrial estates based on rice farm¬ 
ing could be organised in areas where 


the dominant crop is rice. A similar 
exercise can be done in other crops. 
What we now produce is just not 133 
million tonnes of foodgrains but 
about 400 million tonnes of total dry 
matter. Are we using the remaining 
270 million tonnes of plant material 
properly? 

The two immediate requirements for 
enhancing agricultural incomes are: 
first, organisation of small farmers 
both for improving farm manage¬ 
ment efficiency through community 
action in water and soil conservation 
and management, pest control and 
post-harvest technology and for 
ensuring that the producer gets a 
high proportion of the price paid by 
the consumer; second, a well-plan¬ 
ned programme of diversification of 
employment and income generation 
opportunities in rural areas so that a 
part of the farm labour can get ab¬ 
sorbed in the secondary and tertiary 
sectors. This will call for a more de¬ 
tailed planning of the scientific utili¬ 
sation of local resources. 

Renewable Base of Agriculture 

In the ultimate analysis, our agri¬ 
cultural future will depend upon how 
fast and how well we are able to pro¬ 
tect the renewable base of land and 
water-based professions. To-day agri¬ 
culture provides 40 per cent of the 
national income and over 70 per cent 
of jobs, only at the cost of about 10 
per cent of the total commercial 
energy use. The growing threats to our 
agriculture arising from deforestation, 
soil erosion, siltalion of rivers and 
reservoirs, salinization and other forms 
of desertification are well known. 

Gene erosion has also to be guarded 
against, since it will lead to our los¬ 
ing the fruits of thousands of years 
of natural and human selection. In 
every developmental project, we must 
have a monitoring mechanism which 
will provide us with continuous in¬ 
formation both on their positive and 
negative impact. For example, in irri¬ 
gation projects we can measure the 
positive impact in terms of additional 


production per unit Of water, land 
and time and additional income and 
employment generated. There is no 
purpose in just giving figures on area 
under irrigation, without an accom¬ 
panying statement on the impact of 
water on productivity, intensity of 
cropping, diversification of labour use 
and agrairan prosperity. The ana¬ 
lysis of the negative impact of irriga¬ 
tion should cover fields such as water¬ 
logging, salinization and erosion. 

Health Hazards 

The public health aspects should also 
receive equal attention, since there is 
growing evidence that irrigation pro¬ 
jects could also lead to the spread of 
vector borne diseases like filaria and 
malaria. Other health problems like 
skeletal fluorosis observed in the 
Nagarjunasagar project area may also 
arise. Climate impact studies of irri¬ 
gation projects will need careful 
monitoring. This is why ecological 
security will have to be an integral part 
of a national food security system. 

In view of the low consumption 
base in the country, we find that 
even small increases or drops in 
production cause either gluts or 
uncomfortable shortages necessitat¬ 
ing imports. Fall in prices generally 
harms only the producer since the 
extent of drop in prices when the 
crops are good generally tends to 
be higher at the level of the producer. 
In.contrast, retail prices have the 
tendency to move up. The best ferti¬ 
lize* to the farmer is remunerative 
and assured marketing. For marginal 
farmers, the most profitable form of 
land use will be the cultivation cf 
vegetables, flowers and fruits. Horti¬ 
cultural products being perishable 
require greater marketing and process¬ 
ing support. This is why a committee 
appointed by the Ministry of Agri¬ 
culture recommended the establish¬ 
ment of a National Horticultural 
Board and the promotion of pro¬ 
duction, processing and marketing on 
cooperative lines. 

We have to increase both produc- 
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tion and consumption. Input-output 
1 pricing policies have to be tailored 
to achieve this dual aim. When agri¬ 
culture moves forward, more and ynore 
farmers will have commodities to sell. 
Small and marginal farmers will, how¬ 
ever. have only small quantities for 
the market. Hence produce oriented 
marketing becomes essential for 
ensuring them a fair return. The 
Rural Godown Scheme of the Minis¬ 
try of Rural Reconstruction was 
designed for this purpose. Its imple¬ 
mentation needs impiovement since a 
national grid of ruial godowns can 
help to prevent distress sale by 
farmers and panic pu. chase by 
affluent consumers. 

Unless agriculture becomes a com¬ 
mercial ictivity, rural stagnation 
will continue. We need more influx 
of brain and money in rural India. 
Wo should hence capitalise upon 
our competitive advantages. The 
Sixth Plan provides for the stepping 
up of the export of agricultural com¬ 
modities. Security of supply, quality 
of product and competitiveness of 
price will determine whether we can 
succeed on capitalising on our con¬ 
siderable “green power”. 

The year 1982 has been designated 
as a year of a national productivity 
drive in agriculture, industry and in- 
frastiuctural facilities like transport, 
ports, etc. Fonunately the gap between 
potential and actual productivity is 
high in most areas of economic acti¬ 
vity For giving meaning and content 
to the productivity movement, it will 
be necessary to identify the precise 
constraints responsible for the gap. 
For example, in the field of irrigation 
where we are wise I) making a major 
investment, it is essential that the 
physical engineering features of the 
project and agricultural development 
are closely linked right from the 
planning stage. Studies by the Second 
Irrigation Commission (1972) and 
the National Commission on Agri¬ 
culture (1976) have shown that the 
following are some of the major 




deficiencies in the major and medium 
irrigation projects : 

(a) Need for modernisation of the 
pre-Plan and early Plan systems to 
provide water at the outlet delivery 
points to farmers at the right time and 
in right quantity. 

(b) Lack of adequate drainage re¬ 
sulting in waterlogging conditions due 
to excess water used in irrigating 
crops as well as due to soil factors. 

(c) The absence of a distribution 
system within the outlet and the non¬ 
introduction of rotational distribution 
of water to the farmers. 

(d) Inadequate attention to land 
consolidation, levelling and all other 
aspects which can promote a better 
on-farm management of water. 

(e) Lack of anticipatory research 
on optimum water use particularly in 
black soils with considerable moisture 
retention capacity. 

(r) Lack of suitable infrastructure 
and extension service. 

(g) Poor coordination between the 


concerned Government organisations 
in the command areas. 

If we attend to the numerous small 
details in project implementation 
which contribute to enhanced produc¬ 
tivity, wc should be able to increase 
agricultural production substantially 
even from the already available irri¬ 
gated area. For achieving such im¬ 
provements, the farmers of an irriga¬ 
tion command or watershed area and 
the Government departments con¬ 
cerned should work together. Manage¬ 
ment will then become a joint sector 
activity. Our agricultural future will 
largely depend upon how much mo¬ 
mentum we can impart to the coope¬ 
rative management of various stages 
of production and post-harvest tech¬ 
nology within the confines of an in¬ 
dividual land ownership system. In¬ 
creasing productivity is the most ap¬ 
propriate way of paying homage to 
the life and work of such a great 
visionary as the late Sir Shri Ram. 

(This is the 
Lecture ). 
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Facts you should know about 
the Press crisis today-1 


Question: 

What is the role played by dailies and periodical in the 
development and progress of a nation ? 

Answer: 

Newspapers and magazines are a powerful tool for shaping 
and moulding the destiny of a nation. While informing and 
educating , the Press helps in fostering a meaningful 
cohesion between the Government and the people. 


The facts: 

In any progressive democratic 
environment, newspapers and 
magazines have a role of 
paramount importance to play. 

The Press furnishes a fund of 
vital information on the basis of 
which people exercise their 
choice. It creates awareness of 
the country’s position and 
policies in a fluid universe. 

And helps to mobilise the 
people in pursuit of national 
goals. Outside of Parliament, 
the Press reflects the hopes and 
aspirations, the 


problems and anxieties of its 
readers, brings about changes 
in attitudes, and gives shape 
and direction to our future. 

In a developing economy, it is 
imperative that the Press match 
the growing literacy levels and 
the needs of the democracy. 

The progress of the Indian 
Press is poor. This is due to 
escalating cost of raw 
materials and services, lack of 
modern equipment and 
machinery and wrong 
Government policies. 


The Press, a vital force. Strengthen it. 

Issued by : 

The Indian & Eastern Newspaper Society. 

St MOES/IENS/A/82 
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A New 20-Point Programme 


Thf. Prime Minister, Mrs Indira Gandhi, 
announced, on January 14, a new 20- 
point programme to replace the one 
launched in 1975. The revised pro¬ 
gramme undertakes to : 

1, Increase irrigation potential, deve¬ 
lop and disseminate technologies 
and inputs for dry land agricul¬ 
ture. 

| 2. Make special efforts to increase 
' production of pulses and vegetable 
oil seeds. 

3. Strengthen and expand coverage of 
Integrated Rural Development and 
National Rural Employment Pro¬ 
grammes. 

4. Implement agricultural land ceil¬ 
ings, distribute surplus land and 
complete compilation of land 
records by removing all administra¬ 
tive and legal obstacles. 

5. Review and effectively enforce 
minimum wages for agricultural 
labour. 

6. Rehabilitate bonded labour. 

7. Accelerate programmes for the 
development of scheduled castes 
and tribes. 

8. Supply drinking water to all pro¬ 
blem villages. 

9. Allot house sites to rural families 
who are without them and expand 
programmes for construction assis¬ 
tance to them. 

10. Improve the environment of slums, 
implement programmes of house¬ 
building for economically weaker 
sections, and take measures to 
arrest unwarranted increase in land 
prices. 

11 . Maximise power generation, im¬ 
prove the functioning of electricity 19- 
authorities and electrify all villages. 

12. Pursue vigorously programmes of 

afforestation, social and farm 20. 
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forestry and the development of 
bio-gas and other alternative 
energy sources. 

13. Promote family planning on a 
voluntary basis as a people’s move¬ 
ment. 

14. Substantially augment universal 
primary health care facilities, and 
control of leprosy, TB and blind¬ 
ness. 

15. Accelerate programmes of welfare 
for women and children and nutri¬ 
tion programmes for pregnant 
women, nursing mothers and 
children, specially in tribal, hill 
and backward areas. 

16. Spread universal elementary educa¬ 
tion for the age group 6-14 with 
special emphasis on girls, and 
simultaneously involve students 
and voluntary agencies in pro¬ 
grammes for the removal of adult 
illiteracy. 

17. Expand the public distribution 
system through more fair price 
shops, including mobile shops in 
farflung areas and shops to cater for 
industrial workers, students’ hostels, 
and make available to students 
text-books and exercise books on 
a priority basis and to promote a 
strong consumer protection move¬ 
ment. 

18. Liberalise investment procedures 
and streamline industrial policies to 
ensure timely completion of pro¬ 
jects. Give handicrafts, handlooms, 
small and village industries all 
facilities to grow and to update 
their technology. 

Continue strict action against 
smugglers, hoarders and tax evaders 
aad check black money. 

Improve the working of the public 
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enterprises by increasing efficiency, 
capacity utilisation and the genera¬ 
tion of internal resources. 


The Challenge to 
Management 


In his inaugural address to the silver 
jubilee session of the Calcutta Manage¬ 
ment Association on January 4, Mr G.D* 
Birla made a number of valuable suggest { 
tions to enable professional managers to , 
play a more effective role in the country’s : 
economic development. He stressed the - 
need for managers to select the right w 
type of men to work under them and to ;, 
ensure proper team spirit. He advised ; 
them to keep abreast of the latest dever 
Jopmcnts not only in their own fields bttt | 
also in other related spheres of activity^ 
Mr Birla however warned that Indian ; 
managers should not copy the innova-vj 
tions taking place in ad vanced countries 
without giving careful consideration to 3 
the local circumstances. For example, ’ 
the Japanese arc using robots for indus-; 
trial purposes but their introduction in? 
India at present would not be advisable. 
He also emphasised that managers should:^ 
be devoted, hard-working and, above all*.; 
men of judgement. | 

The role of managers in Indian eco-y 
nomy has assumed greater importance at' 
present when sickness continues to per- J 
sist over a wide range of industries and;:; 
recessionary conditions are a Iso asserting^, 
themselves in many parts of the country. 
Managers should be able to contribute; 
substantially to the revival of sick units 
but, unfortunately, there is a dearth of 
qualified and competent personnel. As 
a result, the activities of the Industrial 
Reconstruction Corporation of India; 
have been severely handicapped. The 
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Chairman of the Corporation, Mr T. 
Tiwari, recently complained that “the 
inherent risk and uncertainty associated 
with a career in a sick unit continues to 
be regarded as something like a profes¬ 
sional hazard.” Managerial executives 
will, of course, be justified in demanding 
reasonable remuneration but their un¬ 
willingness to work in sick units can 
hardly be justified. In fact, they should 
welcome such assignments which would 
give them opportunities to display in full 
their expertise and enthusiasm. 

The onset of recession m several indus¬ 
tries should be considered as a challenge 
by management and the problem has to 
be tackled with imagination. Mr L.K. 
.Tha recently remarked, at a workshop 


R. J. Venkateswaran writes 
from Calcutta 


organised by the FICCI, that private in¬ 
dustry seemed to have forgotten the art 
of selling He suggested that industry in 
India should take a lesson from the 
multi-nationals which maintained a pro¬ 
duction link with the masses by concen¬ 
trating on goods needed by them and by 
effective marketing. Industries like cotton 
textiles, engineering, paper and a few 
others are passing through a difficult 
period due to the Jack of demand for 
their products and it is in times like these 
that managers should rise to the occasion 
and tackle the problems. Official policies 
should, of course, be helpful to combat 
recession. But if managers can anticipate 
developments and adjust their production 
and selling strategy suitably, they should 
be able to avoid the consequences arising 
from recession. Mr Birla, said that 
managers could contribute significantly 
to promote the country's progress by run¬ 
ning the industries properly and by rais¬ 
ing productivity. The same point was 
made by Mr L.K. Jha when he told the 
‘FICCI workshop that industry should 
try to generate more internal resources 
by avoiding “cost carelessness” and by 
making full use of the installed capacity. 

Mr Birla rightly stressed the importance 
of creating an atmosphere in which in¬ 
dustry, labour and Government function¬ 


ed in dose cooperation with one another 
and he praised the performance of the 
Japanese economy which had achieved 
astounding progress by such cooperation. 
But unfortunately in India this is lacking 
not only between industry and labour 
but even within the Government itself. 
One can understand major differences 
between the Centre and the States in a 
federal set-up but we find the absence of 
harmonious working even among the 
different departments at the Centre. In 
some States, it has become a problem for 
ministers to evoke the whole-hearted sup¬ 
port of the civil servants. Such situations 
are not conducive to the rapid growth 
of the economy. But managers should 
learn to conduct their affairs even in 
adverse circumstances with courage and 
competence. 

The managers of today have to think 
in terms not only of their own compa¬ 
nies, employees,and shareholders but also 
of the society as a whole. Mr Birla said 
that “no country had greater maturity, 
intelligence, judgement and wisdom than 
India” and therefore he felt that India 
could even march ahead of Japan. But 
to what extent this will be possible will, 
of course, depend on the willingness of 
the people to work with discipline and 
dedication, for which the Government 
has to create the right atmosphere. 


ICC’s Business Survey 


A survey of business conditions, con¬ 
ducted by the Indian Chamber of Com¬ 
merce (ICC), Calcutta, covering the 
period July-Dcccmber 1981, has revealed 
that industry does not take an optimistic 
view of its prospects in the first six 
months of 1982 as compared to the 
second half of the last year. About 65 
per cent of the respondents reported 
recessionary conditions during July- 
Dccember 1981 and they included jute, 
cotton textiles, engineering and steel, 
paper, chemicals, electrical goods, cables 
and wires and electrical intermediates. 
According to the survey, this situation 
is expected to continue in the next six 
months for 45 per cent of those surveyed. 




60 pet cent of fig 
analysed have orders to sustain less than 
three months* production while tb^ 
stocks of finished goods increased for 
about 70 per cent of the companies 
during July-December last year. 


It may be recalled that recently the 
Association of Indian Engineering Indus¬ 
try (AIEI) conducted a survey among its 
member-firms about the business pros¬ 
pects and it disclosed that many of them 
did not take an encouraging view of the 
immediate outlook. Several industrial 
units engaged in the manufacture of 
machiney, machine tools and parts, and 
transport equipment were not opti¬ 
mistic about an improvement taking 
place in the investment climate. While t 
the AIEFs survey covered only the>^ 
engineering units, ICC’s analysis includ¬ 
ed a wide range of industries. 


Lack of Orders 

The conclusions of both the surveys arc 
broadly the same, namely, a deteriora¬ 
tion in the general business conditions 
arising from lack of orders, stringency 
of credit, and deficiencies of infrastruc¬ 
ture. Such a situation in the eastern 
region is all the more unfortunate 
because of the prolonged stagnation in 
its economic development in the last 
few years. The Government of India 
therefore should take timely and approp¬ 
riate measures to deal with the difficul- n 
ties of individual industries so that they 
can make better use of their installed 
capacity and implement their programmes 
of development, diversification and 
modernisation with a feeling of confi¬ 
dence. 

The Indian Chamber of Commerce has 
made several suggestions to achieve a 
faster rate of growth of the economy. 

It has revealed that about 270 applica¬ 
tions from MRTP companies are pending 
for clearance, involving an investment of 
Rs 3775 crores in cement, paper, ferti¬ 
lisers and other industries. The Chamber 
has urged the need for expediting the 
decision on these applications. It has 
also pointed out that for projects exceed- ^ 
ing an investment of Rs 10 crores and 
for those set up exclusively for export 
promotion and import substitution, 
MRTP clearance is not necessary and 
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cut-off point for r wmpmit* in 
this category should be raised to at least 
Jftts SO crores. 

fjf The Chamber has reiterated its plea 
h for fiscal incentives to encourage more 
production. It has estimated that Rs 100 
crores saved and invested by companies 
will lead to an investment of Rs 300 
crores on the basis of 2:1 debt equity 
ratio, and output of Rs 400 crores. This 
would help to generate a revenue of 
‘ Rs 150 crores to the Government. The 
Chamber has also highlighted the fact 
that tax evasion and avoidance get a 
fillip from the Government’s fiscal poli¬ 
cies. It has said that while wealth tax, 
estate duty and gift tax yield only about 
, Rs 90 crores as revenue, the evasion and 
^avoidance are many times higher than 
* this amount. In drawing up the budget 
for 1982-83, the Union Finance Minister 
should therefore reconsider his fiscal 
strategy and make it more effective and 
realistic. 

In many developed countries there is 
at present a greater awareness of the 
vital role thai the private sector can play 
in promoting prosperity. President 
Reagan recently said that “a mere 
handful of industrialised countries that 
have historically coupled personal ini¬ 
tiative with economic reward now produce 
more than onc-half the wealth of the 
world”. 

f 

Freedom to Choose 

Mr Reagan revealed that “the develop¬ 
ing countries now growing the fastest 
in Asia, Africa and Latin America are 
the very ones providing more economic 
freedom for their people—freedom to 
choose, to own property, to work at a 
job of their choice, and to invest in a 
dream of the future. The new World 
Bank President, Mr Clausen, has also 
expressed his intention to direct its 
activities in such a way as to give greater 
encouragement to the private sector. 

New Delhi’s approach to the private 
sector therefore has to be more practical 
so that recessionary conditions can 
► be checked and the growth of the eco¬ 
nomy can be speeded up. At the same 
time, the private sector should display 
more initiative and enterprise in making 
the best use of the existing opportunities 
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and sincerity cooperate with the Govern¬ 
ment in tackling the tough problems 
confronting the nation. The Planning 
Commission’s latest review of the imple¬ 
mentation of the Sixth Plan has revealed 
serious deficiencies in the Government s 
economic strategy. It is significant that, 
of the outlay of Rs 8618 crores in the 
Central sector of the annual plan for 
1981-82, the expenditure upto September 
was only Rs 216! crores. The time has 
therefore come for adopting a new 
approach which will help effectively to 
achieve the Plan’s targets. 


North-East Region: 
Credit with Caution 


The Regional Consultative Committee 
for nationalised banks for the north-east 
region at its fifth meeting held in Shillong 
on January 7, considered several pro¬ 
blems relating to the expansion of bank¬ 
ing services in the region. The Union 
Finance Minister, who inaugurated the 
meeting, advised bankers to ensure that 
the credit requirements of the poor for 
productive ventures were provided on a 
priority basis. 

He revealed that the banks had been 
instructed to follow strictly the Reserve 
Bank’s liberal norms concerning security 
and margins for lending. He emphasised 
that the flow of lending could be stepped 
up only by the prompt recovery of dues 
and their recycling. The Finance Minis¬ 
ter suggested that in order to overcome 
the difficulties in lending, arising from 
the land tenure system of this region, the 
State Governments should enact laws, 
authorising the village councils to borrow 
money from the banks. 

The Government’s move to extend the 
banking facilities in the north-east region 
is indeed commendable. But the autho¬ 
rities have to proceed with caution in 
order to ensure that the poor sections of 
the population actually get the benefit of 
bank credit. The Reserve Bank has re¬ 
cently clarified that in implementing its 
policy of opening bank branches special 
consideration will be given to the hilly 
regions and tribal areas. In these places, 


expansion of bank offices will be permit¬ 
ted on a more liberal basis. But how far 
will the State Governments effectively 
cooperate with the banking authorities in 
implementing this scheme? 

In Tripura, for example, non-realisation 
of loans given for the priority sectors has 
assumed serious proportions. Ft ms re¬ 
ported recently that about 45 per cent of 
the loans disbursed were always unrealis- 
able. The Tripura Government has 
decided to undertake a survey, in collabo¬ 
ration with the banks, to ascertain the 
magnitude of this problem and an expert 
committee is going to be set up to sug¬ 
gest measures lor the timely recovery of 
loan. But to what extent will the efforts 
in this direction really succeed? About 
80 per cent of Tripura population live 
below the povc "ty line and therefore the 
banks should play a more active role in 
speeding up the Stale’s development. But 
indiscriminate extension of credit on the 
basis of certain targets is not going to 
achieve this objective. The State Govern¬ 
ment has to adopt appropriate and effec¬ 
tive measures to improve the availability 
of power and other facilities so that the 
bank credit can be used in the most pro-*, 
ductivc manner. 

Law and Order Situation 

In some States the law and order situa- 
tion continues to be unsatisfactory and- 
this is not conductive to the expansion 
of banking activity. The Chief Minister ■ 
of Manipur, Mr Rishang Keishana, ; 
claimed recently that the activities of 
the extremists had been brought under 
control. But for how long could this 
improvement be maintained in the ab¬ 
sence for measures for creating more 
employment? The Chief Minister said 
that most extremists were educated and 
that they turned to violence due to the 
lack of employment. He complained, 
that the severe scarcity of power and raw! 
materials like coal were hampering the 
State’s progress. In the other States of; 
the north-east region also, economic pro¬ 
gress is severely hampered by similar 
constraints. In these circumstances, the 
mere opening of more bank offices wiF 
not produce the desired result T 
Centre and the State Governments 
corned have to adopt an integra' 
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proach to the rapid development of this 
region. 

The deterioration in the efficiency of 
nationalised banks in the country has 
received considerable public notice. But 
what is even more shocking is the increa¬ 
sing incidence of fraud in the banking 
sector. A report in the Statesman of 
January 9 said, “While bank decoities 
continue unchecked and a greater part of 
the public attention is now being paid to 
such criminal activities, the real threat to 
the banking industry lies in the silent 
manipulation of papers by which lakhs 
of rupees are slipping out of the national¬ 
ised banks almost every day’*. The re¬ 
port added that “fraud in banks is in¬ 
creasing so alarmingly that the amount of 
money looted in armed raids seems to be 
just a fraction of what goes out by this 
white collar crime”. 

If such activities can take place with 
impunity in States like West Bengal, how 
is the Government of India going to en¬ 
sure the proper functioning of banks in 
the north-east region where public opi¬ 
nion is not so vigilant nor is there an 
alert press to expose corruption and 
other irregularities? 


Good Showing 
by PEC 


TueEEPC’s best exporter award has 
gone to the Projects and Equipment Cor¬ 
poration (PEC) this year. Not surpris¬ 
ingly, because the PEC, it seems, is 
doing rather well. The business finalised 
in the first eight months of fiscal 1981-82 
shows an increase of 90 per cent over 
the corresponding period last year and 
orders secured come to approximately 
Rs 42 crores against Rs 22 crores. The 
major contracts secured are for a repeat 
order of supply of railway wagons to 
Vietnam and for machine tools, heat 
exchangers, auto ancillarie> and printing 
machinery to the USSR and a large vari¬ 
ety of engineering equipment to Mauri¬ 
tius. The turnover this year for Apiil- 
December is Rs 29 crores against Rs 21 
crores for the same period last year. 
Profits have gone up from Rs 85 lakhs 
last year to Rs 113 lakhs this year. 

On the side of project export also the 
Corporation is doing a good job. Re¬ 
cently it signed an agreement with 
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Indonesia to set up a;■ 'mmH pwra 

(Rs 125 crores) and is also implementing, 
project contracts in Libya amounting tfk 
Rs 80 crores or thereabouts. 

The PEC is concentrating on breaking 
new ground in new territories and for 
new item. Their efforts for setting up 
industrial and other turnkey projects 
are in advance stages of negotiations 
against bids of over Rs 400 crores in 
various North African, Middle East and 
neighbouring countries. Similarly, for 
the export of railway equipment, PEC 
is concentrating in new countries like 
Cuba, Indonesia, Malaysia, etc. To keep 
a stronghold for the export of railways 
equipment and other capital goods, PEC 
is now diversifying into securing con-£ 
tracts for setting up turnkey projects for * 
manufacture of railway wagons and 
overhauling of locomotives in some 
selected countries. They arc concentrat¬ 
ing their efforts in the field of rural 
electrification and large scale trans¬ 
mission projects in Thailand, Philip¬ 
pines, Iraq, etc. Contiacts for export 
of textiles machinery to Vietnam and 
setting up of textile factories in Bangla¬ 
desh are under negotiations and are ex¬ 
pected to be finalised shortly. 
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Cloudy Outlook for 1982 


This is forecasting time par excellence . 
But economists are more than ever con¬ 
fused, and they are busy confusing 
others. Here is an extreme example from 
j Dow Theory Forecasts to illustrate the 
frustrations facing professional crystal- 
gazers in today’s hazy environment: 
“The year 1982 is being played up as a 
jnain pivotal point in the decade. Stocks 
y%rc predicted either to rise to 1200 or 
^falltofiOO. Interest rates are projected 
either to drop under 10 per cent or rise 
to 30 per cent. The economy is cither 
going to vindicate the supply-siders or 
fall into anoiher Great Depression. The 
news media is so bearish today that it 
makes one not want to get out of bed in 
the morning.” 

What accounts for such wide, or rather 
wild, variations in the forecasts? The 
main reason is that the administration’s 
projections for 1981, especially for its 
last quarter, have gone totally awry, and 
so also have those of the great majority 
of economists, who had sung more or 
less the same tune. The assumptions 
made only a few months back had to be 
abruptly jettisoned, and no one is sure— 
not even the administration—what should 
be substituted in their place. All are 
straining hard to pierce through a dense 
fog into the future and, in the process, 
they are making highly subjective assump¬ 
tions to suit their own predilections, 
which inevitably leads to a very wide 
divergence of views. 

Reverse Gear 

The administration had projected, 
indeed banked upon, a robust rate of 
growth— around 5 per cent—in the last 
quarter. Its latest figure for November 
GNP shows that it declined by as much 
as 5.4 per cent. For the quarter as a 
whole the final figure may show a drop 
of the same order; some believe it might 
be higher still. 


Sudhir 

Private economists fared somewhat 
better, mainly because they did not buy 
the supply-side magic the Reaganites 
continued to advertise until the economy 
“fell off a cliff”- Even so, their record 
is anything but flattering. For example, 
Data Resources Inc., a prestigious fore¬ 
casting firm, was predicting as recently 
as August that the fourth quarter would 
show an increase in “real” Gross Natio¬ 
nal Product at an annual rate of 2.5 per 
cent. This was more or less typical of 
the so-called “consensus” forecast made 
by private economists. 

In fairness to them it should be men¬ 
tioned that forecasting, always a hazar¬ 
dous job, was much more so in 1981 
because of a very unusual state of the 
economy. Clearly, it had a substantial 
slack and therefore a fairly large poten¬ 
tial for growth. The utilisation rate of 
the manufacturing capacity was low— 
last summer it was around 78 percent; 
the auto industry was mired in a three- 
year slump; housing, too was going 
through a severe cycle of prolonged 
depression. 

Unmet Demand 

There was plenty of unmet demand 
in these fields, also a clear nc^d to in¬ 
crease business plant and equipment. 
In addition, taxes were cut, which nor¬ 
mally should spur economic activity; 
business was provided with strong incen¬ 
tives, especially in terms of accelerated 
depreciation; and a big military buildup 
was under way. Given these facts, a 
rose-coloured view of the future seemed 
warranted. 

And probably so it would have been 
but for an unsuspected fly in the oint¬ 
ment, namely, the Fed policy. It is the 
extremely tight monetary policy pursued 
by the Federal Reserve Board and the 
record high interest rates that remained 
in force for record long periods, that 


Sen New York 

disrupted the economy and upset the 
projections. This was an entirely 'new 
phenomenon in American history, and 
few, in their right mind, could have fore* 
seen it. 

At present there is agreement only on 
one major point—that the economy is 
definitely in a downturn, but none about 
the likely depth and duration of the re¬ 
cession, nor about the timing of the re¬ 
covery or about its strength when it final¬ 
ly gets under way. How divergent are 
the appraisals can he best illustrated 
with a sampling of some authoritative 
views. 

Heartening Forecast 

According to the Fortune magazine, 
“growth will blossom in the spring and 
the bloom will endure”. It believes that 
after many “false starts” over the past ■ 
couple of years, business activity should 
at last be “in a sustained upswing”, and 
that it will continue at least through mid 
1983. Judged by past standards, the pace 
of the recovery will be “moderate”, but i 
it will be “brightened by a fundamental 
abatement in inflation”. 

It attributes the recession not only to 
the tight-fisted Fed policy and the unex¬ 
pected surge in interest rates last sum¬ 
mer, but also to an unexpectedly large - 
inventory accumulation by businessmen ; 
(although one might very well argue that 
but for the high interest, consumer < 
demand, e.g., for autos, would have re¬ 
mained healthier and so also the level of ■ 
inventories). In the fourth quarter busi*. 
ness belatedly reined in inventories, cut¬ 
back on new orders, and industrial pro¬ 
duction plunged at a 16 per cent annual 
rate. Real GNP, according to the For* * 
tune forecast, dropped at a 6 to 7 per 
cent annual rate, a “thud” exceeded 
only three times since the Second World 
War—in 1958, in 1975, and in the spring 
of 1980. The present recession resembles 
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this last one in that tho blow is concen¬ 
trated in a single quarter. 

By spring, the inventory-induced slump 
should be ending and final demand 
should begin to turn up. The pace of 
recovery would, however, reach only 3 
to 3.5 per cent annual rate even by the 
second half, which is only 5 per cent of 
the average rate recorded by other post¬ 
war recoveries. Unemployment will re¬ 
main “stubbornly high” through the 
entire t8-month period covered by the 
forecast. It will hit 9 per cent early in 
1982, which is the post-war record, and 
will hover around that level. Employ¬ 
ment will be edging up later but only 
enough to absorb the normal increase in 
the labour force. 

Substantial Improvement 

Fortune believes there will be a sub¬ 
stantial improvement on the inflation 
front; the rise in GNP prices should 
drop by about two percentage points— 
from f he 9 per cent rate of the last two 
years to a 7 per cent rate by the last part 
of 1982. What about the soaring Federal 
deficits ? The economy, in its view, 
could live with $100 billion deficits for a 
while, although this will mean high in¬ 
terest rates and therefore lower activity 
in interest-sensitive industries like hous¬ 
ing and heavy construction. Once the 
congressional elections arc over next 
November, the administration would 
move towards more fiscal restraint and 
raise taxes to reduce the deficits that 
now threaten to reach $150 billion to 
$160 billion. This, however, is tanta¬ 
mount to assuming away the problem 
posed by big deficits after 1982. 

The Forbes magazine on the whole 
takes the same cheery view. It counts 
on a “smooth recovery in the second 
part of 1982 mainly because the adminis¬ 
tration is slowly winning the war against 
inflation, and, as a result, the Fed will 
be able to case up on the money supply 
significantly without rekindling infla¬ 
tionary fires. Can this be reconciled with 
monetarism 7 And what will happen to 
the Federal deficits. Treasury borrowings 
^ ancl interest rates ? Forbes does not 
consider these questions. 

famines* Week reviews rather chiilily 
the latest economic data, finds little 


solace in them* and refrains from making 
any specific forecasts. The slide in eco¬ 
nomic activity is still under way as 1982 
opens, it emphasizes and then goes on to 
say that there is little convincing evi¬ 
dence to suggest that the recession is 
nearing an end or that the elements neces¬ 
sary to feed an upswing are even close 
to being in place. 

Minefield of Uncertainties 

The Time's Board of Economists, as 
is its wont, tried to make a forecast for 
the new year. The board, which consists 
of a broad spectrum of conservative- 
liberal economists, was “uncharacteris¬ 
tically wary” about predicting “how 
steep or long-lasting” the recession 
might turn out to be. For, the weeks 
and months ahead “are a minefield of 
uncertainties”; and any one of several 
factors could “play havoc” with even 
the “most carefully devised economic 
forecast”. This knocks the bottom from 
the “consensus outlook” it came up 
after diligently papering over a lot of 
cracks: the economy will continue to 
decline into early next year, but the 
slump will slow to 2.2 per cent in the 
first three months of 1982, followed by 
a levelling off with no more than 0.2 per 
cent decline in the second quarter; it 
will snap back in the second half of the 
year when it will again grow—at an aver¬ 
age annual rate of 4.4 per cent. The 
discussions among the board members 
left little doubt that the agreement was 
essentially a ritualistic exercise. Its au¬ 
thors themselves were unwilling to put 
much faith in it. 

According to the Morgan Guaranty 
Survey , which carries considerable 
weight in the business world, the reces¬ 
sion “seems likely to be moderate”, and 
it projects a pick up by next spring, with 
the second half “reasonably robust”. 
But it also warns that this forecast is 
put-forth “tentatively”, and urges cau¬ 
tion because of two critical uncertainties: 
the monetary policy of the Fed and the 
fiscal policy of the Reagan administra¬ 
tion. It foresees the danger that the 
Fed might again push up interest rates 
too high to sustain a cyclical expansion 
for any length of time in 1983. In that 
case there may be a repetition of the 


“st*rt/«putter pattern” 

ia 1981. - 

■A 

The financial markets have already 
reacted negatively to the worsening 
budget outlook. The Morgan forecast 
emphasizes the urgency of a credible plan 
for working down the runaway budget 
deficits. Otherwise there will be no siz¬ 
able decline in the long-term interest 
rates (which are still stuck in the 14-15 
per cent area). And without such a 
decline there can be no vigorous re- • 
co very. 

Anoth;r forecasting ritual staged every 
year by Barron’s is a round-table discus¬ 
sion by its panel of experts who give 
their projections about the economy ancJA 
the financial markets along with recom-^ 
mendations on common stocks and other 
related matters. The topic “What’s 
Ahead for 1982” revealed sharp diffe¬ 
rences among the ten panelists. Of parti¬ 
cular interest arc the views expressed by 
Jay Levy who is highly esteemed for his 
uncanny foresight both about the eco¬ 
nomy and the markets. 

Serious Situation 

The present situation Levy characte¬ 
rizes as “very, very serious”. The abi¬ 
lity of American industries to compete 
and be efficient has been “going down¬ 
hill”. He felt especially disturbed by 
the failure of the economy to achieve 
“good sustained gains in productivity” 
coming out of the 1980 recession. 

Unlike other post-war recessions, the 
present one, Levy holds, has not been 
caused by an accumulation of excessive 
inventories. The real trouble in his view 
has been that demand has been falling 
away, largely because of monetary policy, 
but also because of the fiscal policy pur¬ 
sued by the Reagan administration. This is 
ironical since the administration want¬ 
ed—and still wants—to make industries 
profitable and to encourage more busi¬ 
ness investment, yet its own policies are 
leading in the opposite direction. Falling 
demand lowers sales, capacity utiliza¬ 
tion, and business profits. “Idle capa¬ 
city is no incentive to invest in more 
capacity”, argues Levy with incontestable 
logic. Here are some home truths which 
most economists, official and private. 


EASTERN LCONQMIST 


312 





have, oddly enough, failed to factor into 
their forecasts. 

The economic outlook for 1982 can be 
summed up in two words: Nobody 
knows. Nor should there be any mystery 
about the real reason. With great delibe¬ 
ration,—and showmanship—the Reagan 
administration is pursuing a policy of 
drift. This cannot continue much longer 
without giving severe jolts to the eco¬ 
nomy, both here and abroad. 


Prospects for 
World Economy 


Thi: performance of the world economy 
is likely to improve significantly in the 
coming year. On a fourth-quarter to 
fourth-quarter basis, real output in the 
OECD countries should increase by 
roughly 2i per cent in 1982, distinctly 
belter than the one per cent growth 
achieved last year, but insufficient to 
prevent an increase in the overall OECD 
unemployment rate. Measured on a 
yearly average basis, however, the in¬ 
crease in OECD growth will appear to be 
insignificant—1.3 per cent, compared 
with one per cent in 1981. World trade 
volume, flat last year, will grow by about 
2 per cent. And inflation rates will fall 
in virtually all OECD countries. The 
major industrialised economies will not 
be closely synchronised over the first 
half of the year. The United States is 
entering the new year amidst a sharp 
recession; in Europe the first signs of an 
upturn are already apparent. By mid¬ 
summer, however, recovery should be 
well under way in most of the industria¬ 
lised countries, with growth in the 
United States outpacing Europe, and 
possibly even Japan, in the second half 
of the year. 

The judgement here is that the inevit¬ 
able re-tightening of US monetary 
conditions later this year will not be so 
severe as to prevent a significant recovery 
in real output The key difference bet¬ 
ween this year and last is the shift in 
inflation expectations. There is increas¬ 
ing evidence that price expectations in 
the United States are being revised 


downward* If this development conti¬ 
nues, the coming year will not be a 
replay of 1981, and the global economy 
will at long last begin a slow but reason¬ 
ably sustained recovery from the world 
recession set off by the second round of 
oil-price increases. 

Although the recession in Western 
Europe has bottomed out, the upswing 
currently under way is expected to be 
one of the slowest on record. The 
sluggish recovery reflects the changed 
attitudes of many European economic 
policymakers, who are reluctant to adopt 
expansionary fiscal and monetary policies 
for fear of worsening already-high in¬ 
flation rates and widening balance 
of payments deficits. Thus, barring 
governmental stimuli, growth in 
Western Europe will depend first on an 
end to the rundown of inventories, 
subsequently to some stockbuilding, and 
later to growing exports and rising 
consumption—a process that is likely to 
be extremely slow. 

British Stance 

In the United Kingdom, the Govern¬ 
ment continues to hold to its restrictive 
fiscal and monetary stance, although 
both public expenditure and money 
supply growth remain well above target. 
There are signs that the economy’s 
steady decline since mid-1979 has halted 
and that the country is now set to re¬ 
sume slow growth. Firms have shed a 
lot of surplus labour, and productivity 
has began to rise—a trend that should 
accelerate as output expands- Inflation 
remains high, but this year’s wage round 
has begun well, and it appears that 
single-digit earnings growth will be the 
norm. This would contribute to a 1982 
inflation rate only slightly above 10 per 
percent, accompanied by positive real 
economic growth of about 0.7 per cent. 

A consumer-led recovery is expected 
to boost real GDP in France by nearly 
3 per cent in 1982, although an aveiage 
inflation rate approaching the 13.5 per 
cent posted in 1981 is forecast. The 
growth resurgence is projected to widen 
the current-account deficit to about 60 
billion francs from 35 billion francs in 
1981. 

After strong growth in 1980 and early 
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1981, business activity in Switzerland is j 
now in a pronounced downspin. Real ! 
GDP growth of no more than 0.5 per } 
cent is expecled in 1982, although thej 
current-account surplus should widen 
to 5 billion Swiss francs from SF 2 
billion in 1981. Inflation is expected to j 
fall sharply over the course of the year, | 
helped by the economic contraction and ] 
a strong franc, but the average rate wijtj 
approach 6 pcr cen t. 

vi 

German Expectation J 

West Germany’s recovery is nojp 
expected to gather steam until midyeat*j 
although a weaker US dollar would ; 

lerate the expected reduction in intere$| 
and inflation rates and spur a fa$t(ri£j 
recovery. Rval growth of 1.5 per 
is forecast for 1982, after a slight C\ 
traction last year. The inflation rate 
expected to drop to 5 per cent, and t1| 
current account is likely to post a $: 
surplus, the result of heightened expi 
competitiveness and unpioved t 
terms. 

Italy continues to suffer a large baiftRt 
of-payments deficit, a major short-tetf 
constraint on its growth. Real GDP 
expected to increase by about one 
cent this year, with monetary pi 
continuing restrictive. The curre 
account deficit is forecast to narrow to 
billion from 810 billion last year, 
tion is projected to drop slightly to || 
percent. 

The Scandinavian economies, who$ 
business cycles usually lag those els$ 
wherein Europe, arc more closely 
chronised in the current environ 
Denmark, Norway, and Sweden are 
pected to see growth pick up frorti 
1981 pace. But 1 inland’s economy 
slow slightly in response to restfi$|| 
policies to quell economic ovcrhi 
1979-80. ' 

As a consequence of the US fl|l 
world economic slowdown, Canada’s 
GDP gicw by only 2 per cent in 198|| 
with the likelihood of an even slowjj 
pace in 1982 induced by a restrict^ 
federal budget. Inflation averaged ncjUL- 
13 per cent last year, but the expectatjM 
of smaller food price rises could re<lu<ty| 
the inflation rate in 1982. 

The major impetus to Japan’s growtll 
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a 1982 is likely to be domestic demand, 
n contrast to the export-led growth of 
;he last two years. The pick up in 
lomestic demand, however, is unlikely 
:o compensate fully for the expected 
itowdown in net exports, and real growth 
will probably total only about 3.5 per 
cent this year, inflation will remain 
jmoderate, with consumer prices fore¬ 
cast to rise by an average of 3 to 3.5 per 
cent. The yen’s appreciation, the slug¬ 
gishness of the US and European econo¬ 
mies, and strong protectionist pressures 
will result in much slower export growth 
this year. But with import growth likely 
to remain moderate, the current-account 
surplus is expected to widen to about 
$12-15 billion from $6 billion in 1981. 

Recovery in S. Korea 

South Korea should experience a 
second year of recovery from its 1980 
recession, and real economic growth of 
6 per cent to 7 per cent can be expected 
1982. The current-account deficit, 
^nevertheless, will remain at about $5 
billion, and the inflation rate is forecast 
to stay at well over 10 per cent. Taiwan’s 
economic growth rate is also projected 
it 6 per cent to 7 per cent, but its deficit 
on current account is not expected to 
j-top $1 billion and inflation should be in 
Single digits. Hong Kong may have pro¬ 
blems sustaining its recent 8 per cent to 
f 10 per cent growth rate, with it exports 
/Under strong competitive pressure, 
f Singapore’s role as a service centre for 
the oil industries of Indonesia and 
Malaysia makes it loss vulnerable; real 
growth of over 8 per cent is possible in 
1982, 

The Philippines continues gripped by 
irecession. In the absence of a rise in 
the prices of its main export commodi- 
$36,growth in 1982 will be less than 5 
per cent, with a large balance-of-pay- 
ments deficit likely. Thailand's excellent 
crops in 1981 should support export 
volume this year, while the new gas 
pipeline from off shore fields will limit 
oil imports. Consequently, a modest 
^ improvement in the payment balance is 
>.forecast, with overall growth of 6 per 
cent and inflation of 10 per cent. 

; Malaysia is expected to sustain a stable 
* growth rate around 7.5 per cent, with its 
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current account in near balance, Indo¬ 
nesia is in the midst of a large capital 
spending programme, and, with stable 
oil earnings, its current-account deficit 
could reach $3 billion this year. 

Although there have been calls in China 
for a shift of resources back to heavy 
industry and construction, Premier Zhao 
has supported a plan and budget for 
1982 that maintain strict budgetary con¬ 
trols. Moderate economic growth of 4 
per cent is projected for 1982. 

Sluggish world demand for OPEC oil 
resulted in smaller price rises and an 
output reduction of 15 per cent in 1981. 
The OPEC surplus on current account 
narrowed to an estimated $65 billion 
from $108 billion in 1980. Continued 
weak demand for OPEC oil, coupled 
with the freeze imposed on oil prices, 
will shrink the OPEC surplus further to 
no more than $40 billion in 1982. 

Saudi Outlays 

Although Saudi Arabia’s oil revenues 
will fall noticeably this year, its outlays 
for development and national defence 
will accelerate in the context of a new 
five-year plan. Despite lower petroleum 
earnings, Government spending will also 
remain buoyant in the UAE and Oman. 
In Kuwait and Qatar, however, public 
sector outlays will be restrained in 1982. 
Tunisia’s prospects are brightened by 
two oil finds and more direct investment 
by Arab oil exporters. But despite the 
expected growth of phosphate exports, 
Morocco’s economy will be hurt in 1982 
by a prolonged drought that will boost 
food imports and expand the trade 
deficit. Egypt’s current-account gap 
will widen substantially this year 
because of slower expoil growth. Iraq’s 
development drive has continued un¬ 
abated, financed by exports through the 
Mediterranean pipelines and heavy Arab 
aid. Iran’s position is weaker, but re¬ 
cent oil export increases have helped. 
The lack of agreement over gas export 
piices and soft oil demand have weaken¬ 
ed Algeria’s external position. Syria’s 
balance of payments is similarly weak, 
but the Jordanian economy has conti¬ 
nued to prosper, thanks to aid grants and 
remittances. In Israel inflation could 
average above 100 per cent in 1982, 
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barring new, wdMeiued pot«$ ^ 

tives. 

Slower growth, deteriorating terms of 
trade, and rising external-debt loads 
characterised the economies of Sub- 
Saharan Africa in 1981. Regional real 
GDP growth, 4.7 per cent last year, is 
projected to decelerate to 3.5 per cent 
this year, with poor prospects for African 
raw materials exports. With the ex¬ 
ception of the minor oil producers— 
Angola, the Congo, and Gabon, which 
posted current-account surpluses last 
year—current-account deficits elsewhere 
in Africa widened, and little if any im¬ 
provement is seen for 1982. The two 
major economies, Nigeria, and South 
Africa, saw their current accounts swing 
from $3.4-billion surpluses each in 1980 
to deficits of more than $8 billion and 
85 billion, respectively, last year, as 
Nigeria’s oil receipts shrank because of 
reduced demand while South African 
gold earnings suffered. This year, re¬ 
duced imports should trim the deficits, 
with foreign capital providing the needed 
finance. Most African economies, how¬ 
ever, face another year of continued 
heavy dependence on concessional aid, 
with the IMF’s supervisory role widened. 

Source: International Finance 

EEC: Protection in 
Textiles 

The history of commerce shows that the 
spirit of protectionism, once let out of 
the bottle, is almost impossible to 
control. This is now being demonstra¬ 
ted again by the World Textile Agree¬ 
ment (WTA). Its future is now being 
negotiated in Geneva between the Euro¬ 
pean Community, the USA and the 
developing countries of the Group of 77. 
The aim is to use import quotas to 
curb Third World access to the textile 
and clothing markets of industrial 
nations. 

This blatant protectionists agreement 
was made socially acceptable by the 
United States in 1974 in a bid to give 
its ailing textiles industry some breathing 
space. When it was first extended iu 1977 



theEEC dountridi juinp^t da tie tend* 
wagon and concluded 55 agreements with 
developing countries. Protectionist 
measures became indispensable. So the 
WTA did not lapse,thanks to the,current 
negotiations for its extension. The 
outcome will probably be that access to 
markets will be restricted still further 
for the threshold countries such as Hong 
Kong, Taiwan or Brazil. Otherwise 
Europe’s textiles industry fears “protec¬ 
tionist chaos”. 

Even Bonn Economic Affairs Minister, 
Count LambsdorfF, whom the textile wor¬ 
kers union has labelled a “super liberal”, 
said about the WTA: “Things being as 
they are, we have no choice but to 
employ Lucifer to drive out the devil.” 

Indeed, the situation in the West Ger¬ 
man textiles industry is difficult. With its 
sales (1980) of DM54 billion and a work 
force of 500,000, it is West Germany’s 
most important consumer goods branch 
of industry. In the past ten years, one 
in four textile workers has lost his job; 
and the situation in the other EEC coun¬ 
tries is no better. Diminishing employ¬ 
ment should be no argument in favour of 
protectionist measures in a country that 
has always stood up for free trade 
because—like the Federal Republic of 
Germany—it depends on exports and 
protectionism can only backfire. 

Demand for Transition 

But the industrial countries are not 
making it all that easy for themselves. 
They justify trade restrictions by pointing 
to the low wages in the ThircJ World and 
to export subsidies. This, they figure, 
gives them the right to demand a transi¬ 
tion period without competition in order 
to gain the time for necessary structural 
changes and so maintain their own com¬ 
petitiveness. 

The question is: are these reasons valid 
and are they enough to justify tightening 
the protectionist screw, as provided for 
in the common EEC negotiating paper ? 

The argument that the developing coun¬ 
tries pay low wages is not very plausible. 
However one twists and turns it, the 
“exploitation argument” makes sense 
only when applied to those countries that 
want to make their imports more expen¬ 
sive as a means of curbing them. 

BAimNECONOMlST 



Downward Trend in US Oil Consumption 


Petroleum consumption in the United 
States fell by 4.3 per cent in calender 
year 1981, and is expected to decline by 
another 0.7 per cent in 1982, according 
to the US Department of Energy. 

In its latest edition of the “Short¬ 
term Energy Outlook” released January 
4, the Department of Energy estimates 
that the total US oil imports fell by 10.7 
per cent in 1981. Imports arc projected 
to rise by 1.8 percent in calender year 
1982 because of lower anticipated domes¬ 
tic production and lower withdrawals 


For the Third World countries, how¬ 
ever, any artificial price increase of their 
foremost production factor, labour, is in¬ 
tolerable since this would mean lower 
exports and hence fewer jobs. 

For that matter, West Germany was also 
a low wage country until the mid-1960s 
and it is largely this to which it owes its 
economic rise—and its present economic 
woes in ths wake of its change to a high 
wage country. 

The cost per working hour in the tex¬ 
tiles industry now stands at DM17.10, 
which makes it the third highest in the 
world. In the USA, it is the equivalent of 
DM11.70, in Japan DM8.50 and in Hong 
Kong DM2.60. Naturally, the burden of 
high wages has accelerated structural 
change. 

According to OECD figures, producti¬ 
vity per worker rose by an annual 5.6 
per cent during 1973 and 1978, following 
7.3 per cent in the three previous years. 
Germany’s textiles industry thus shows 
the highest productivity increase after 
Finland’s. 

OECD figures also show that the drop 
in employment is 92 per cent due to the 
rise in productivity and only 8 per cent 
to the drop in output. In France and 
Britain, on the other hand, dwindling 
employment is 43 and 84 per cent respec¬ 
tively due to declining output. Those 
two countries have done little to modern¬ 
ise, which means that their textile com¬ 
panies are particularly endangered. 

As opposed to the British and French 
textiles industries (and to some extent 
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from privately-held inventories than in 
1981. 

Nuclear electricity generation is ex¬ 
pected to rise by mote than 14 per cent■? 
in 1982 and should contribute more thatr 
13 per cent of the total US electricity 
generation during the year. The outlook1! 
shows natural gas consumption rising < 
by about 0.6 per cent to 20,300,0005 
million cubic feet (575,000-mil lion cubidj 
metres) in 1982. Coal use is expected tc$ 
rise by an additional 4.6 per cent in 1982^ 
after reaching a record 734 million short! 
tons (665,8 million metric tons) in 1981$) 


those of other EEC countries), the 
mans did mu take it easy under th® 
shelter of the WTA. They realised fe 
time that those who pocket gains on thi 
domestic market due to protection!^ 
will soon be the losers on world marki 
It seems obvious that the WTA is 
suitable as a means of providing a brea: 
ing space to facilitate adaptation. ^ 
then there is the argument that the 
prevents distortions of the conditions 
competition through export subsidies j§ 
developing countries which lead to 
situation in which it is no longer the t) 
cost that determines prices. But it 
doubtful whether this can only be r< 
ed by the big guns of a World Textil 
Agreement. | 

It is no secret that the German text#*" 1 
and clothing industry is not so 
concerned about export subsidies in 
Third World as about the subsidies mi 
tality among EEC countries. 

Direct subsidies in Belgium, cheap < 
dits in France and the nationalisation 
continued operation of ailing textile^ 
clothing companies in Italy are casosg 
point. This tide of assistance-—the I 
includes many other countries—is 
true threat to the West German ind 
The textile and clothing industries 
Germany expoi t 86 and 95 per cent 
pectively to other industrial countfii 
(total exports to those countries am 
to an annual DM16.3,1 billion). And 
per cent of the imports totalling D 
billion come from industrial nations. 

Source : The German Trib\ 
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< Point of View 


Is Recession Around the Corner ? 


Virendra Agarwala 

Tha author apprehends a mild recessionary phasa in consumar 
durables early this year. Reduced purchasing power and high cost 
of goods, he says, will induce buyers' resistance. He expects 
Government to evolve a strategy to check the trend. As for the rural 
community, he believes that the costs of kerosene, diesel and 
fertilisers have risen sharply whereas the support price of foodgrains 
has been raised cautiously with the result that it has eaten Into the 
little surplus that the farming community used to have. 


; Thl Union Government derives conso- 
| lation from any short-term decline in 
J the price index even though several 
factors point to the likelihood of persis¬ 
tence of inflationary picssurcs so long 
i as the Government's fiscal policy remains 
I" their prime-mover. The Reserve Bank 
[ of India does not share the confidence 
[ about the state of the economy which 
Lhas recently been displaced by the 
[ Government leaders in their pronouncc- 
i ments. The RBI’s annual report contains 
f reservations about the price siiuation, 

( balance of payments, state of Govern¬ 
ment finances and even the recovery in 
industrial production. While acknowledg¬ 
ing that there has been a slight slowing 
| down of the race of price increase, it 
| underscores the fact that the price in- 
| Crease this year is of a more ‘general 
[ nature* than in the last year. This the 
| report regards as 'qualitative difference* 
pn the current price situation. The RBI’s 
[, conclusion is that with the price increase 
| assuming a more general or widespread 
| character, containing of inflationary 
^forces has actually become more ‘difficult’ 
{ requiring ‘more general measures by way 
of management of overall supplies as 

* well as demand/ 

| 

The RBI’s report categorically states 
; Unit the large revenue delieits of the 
ji,Centra) Government cannot be continu¬ 
ed for long. Pointing to the burgeoning 
l overdrafts of the State Governments, 

( (which stood at Rs t>33 crores on June 27, 
|1981, compared to Rs 109 crores a year 
i, ago, it (irmly urges that here again urgent 
j&ctio|l is neccssarv to ensure that the 
policies of the Stale Governments 
jdo not add fuel to the inflationary fire. 


In the absenee of accepted principles 
about the appropriate size of the internal 
debt, market borrowings has become 
a residual source of financing public 
expenditure not merely on what is 
usually classified as development schemes 
but also on several other items which do 
not qualify for this favoured category. 
The Reserve Bank as usual, has under¬ 
lined the undesirability of the State 
Governments’ large overdrafts and the 
equally deplorable emergence of a deficit 
in the revenue accounts of the Centre. 

Disturbing Element 

The RBI apparently regards the 
widening trade deficit as “the 
most disturbing element in the 
current situation”. In its view, the 
external payments situation is likely 
to worsen further in the fiscal year 
1981-82, and what is more, this trend 
of deterioration is unlikely to be reversed 
during the next few years. The trade 
deficit is now expected to widen to 
Rs 4500 crores in the current year as 
against Rs 5,626 crores during 1980-81, 
Rs 2,563 crores in 1979-80 and Rs 1,088 
in 1978-79. Despite the remarkable rise 
in the flow of inward remittances in the 
current year which are expected to 
surpass the 1980-81 level of Rs 4,467 
ciores, the overall deficit will remain 
large. This gap may be partially filled 
by drawings on rescivcs bolstered mainly 
by loan assistance from the IMF. India’s 
foreign exchange reserves have dipped 
to Rs 3,763 crores at the end of August 
1981, from the peak of Rs 5,246 crores 
in August 1980, showing a decline 
of about 30 per cent which has caused 


widespread concern. The foreign ex¬ 
change reserves have never been so low 
during the last five years. The Reserve 
Bank has made its view clear that 
official aid from aid-giving countries 
and international institutions will fall 
short of the levels necessary to finance 
the import requirements of the Sixth 
Plan, and therefore, financing of a large 
order from other sources would be re¬ 
quired. It would still be necessary to 
depend on large-scale borrowings from 
the international private capital market, 
even after taking credit for the massive 
IMF loan. 

Government's Euphoria 

The RBI regards infrastructural 
deficiencies as still‘persistent’ and as an 
instance of this, mentions the continu¬ 
ing difficulties in respect of coal supplies. 
The Government has been particularly 
euphoric about the turnaround in indus¬ 
trial production. But here again the RBI 
does not fully share the Government’s 
optimism. The base of recovery in in¬ 
dustrial production docs not appear to 
be strong enough to sustain a high and 
more widespread growth. The break in 
the North-lndian monsoon makes it 
probable that agricultural production 
will be about the same as in the last 
season requiring greater vigilance on 
food prices and distribution. The mode¬ 
rate improvement in coal and power 
supply will help industry or current 
manufacturing output continue to 
advance over the corresponding 
periods of last year. But production 
declined substantially in the April-June 
quarter of 1981 from the levels attained 
in January-March quarter. This docs 
not augur well for holding the prices of 
manufactures or for generating suffi¬ 
cient supplies for exports. The public 
sector undertakings lacking top mana¬ 
gerial personnel at several key levels 
have still a long way to go before they 
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can .chKvc rcso.able progress towards 


viability. In spite of the claims about 
( power generation having increased, 
there are extensive cuts for industry 
partly because of the compulsion to 
divert electricity to agricultural needs. 
The railways remain incapable of coping 
with the demands of industry for trans¬ 
port of coal and raw materials. It is 
yet to be seen whether the infrastruc¬ 
tural facilities would be able to show 
better results for reviving the economy. 


Structural Difficulties 

The current account deficit in 
1981-82 annual Plan is sure to be more 
than earmarked in the Union budget 
while India’s foreign debt on Govern¬ 
ment account till July 31 was 
Rs 14,374.03 crores. Wc can hardly be 
lulled into complacency by the World 
Bank’s cautious praise of the Indian 
economy in its latest annual report. 
India’s plight can hardly be compared 
with other developing countries, but in 
absolute terms the country is not faring 
all that much better. Indeed, since 
1978-79, it too has experienced a small 
decline in per capita incomes and in the 
availability of food. Today, the country’s 
food balance is so precarious that its 
buffer stock may be drawn down to the 
bare minimum by April next year. What 
is more alarming, fertiliser consumption 
has hit another plateau. Finally, even 
in the industrial fi le! it is clear that the 
investment pivgrammes envisaged in the 
Sixth Plan arc not likely to be fulfilled. 
The World Bank has caut'ously drawn 
our attention about the country’s struc¬ 
tural difficulties, its severely strained 
infrastructure and its inadequate output 
of edible oils, cement, fertiliser and 
steel. 

All these problems and shortages arc 
products of the Government's own eco¬ 
nomic policies, notably its price controls, 
licensing delays, severe underpricing 
and a neglect of management, in short, 
what the Bank is trying to say is that 
the country's economic future does not 
lie in the h inds of the oil exporters or 
the advanced countries, but in those of 
its own policy-makers. The Government 
expects the private sector to stand on 
its own rather than to lean heavily on 


the financial institutions while the 
Government keeps on mobilising all 
resources either in the name of moderat¬ 
ing inflationary pressures or for expand¬ 
ing the public sector. The people 
can certainly perform and deliver the 
goods, if they are left alone at least for 
some time. The corporate sector is 
required to invest on an average Rs 3,500 
crores a year. This is almost double of 
the current level of investment. There¬ 
fore, to achieve the Plan targets private 
investment will have to accelerate in 
constant prices from around Rs 1,800 
crores in J980-8J to about Rs 5,000 
crores in 1984-85. How does the Govern¬ 
ment expects the corporate sector to 
fulfil this target ? 

Wc can hardly afford to enjoy the 
luxury of liberal imports of essential 
commodities any more, therefore, there 
is no choice but to accelerate the pace 
of industrial growth at home. Genera¬ 
tion of genuine export surpluses and 
finding gainful export markets for these 
surpluses to meet essential import re¬ 
quirements must in the final analysis, 
be the function of the overall develop¬ 
ment of the economy and economic and 
technological self-reliance. The IMF 
Joan can certainly help in resolving 
the current foreign exchange crisis for 
the time being hut on a long-term basis 
we have no alternative but to go for 
radical overhaul of priorities governing 
foreign trade. In no case, IMF loans 
can amount to compromise on the 
question of valuation of our currency. 

Inflation at home has paralysed the eco¬ 
nomy and particularly has hit harder 


the rural people. On the other hand, ! 
the support prices for foodgrains were j 
increased rather cautiously while the j 
cost of foodgrains, kerosene, diesel, j 
fertiliser, water and electricity raieshavej 
gone up significantly. This has eaten j; 
away whatever little surplus, the farming j 
community was able to save because of, 
larger production. It is obvious that ! 
their purchasing capacity has been : 
so soaked that they are no longer in a! 
position to raise their consumption of j 
aluminium utensils, shoes, fertilised j 
which is a clear indication for a demand; 
slump. If support prices are not increased 
significantly, the consumer durable sec* ; 
lor in Indian economy may walk intdi, j 
a recessionary trap. Should wc the# 
visualise that a recession is going to hit 
the Indian economy in 1982 ? 

The presumption that credit curbs att; 
necessary to contain prices is in itself falla-^ 
cious. But how can industry increase 
duction if it does not have the money t0^ r 
pay for raw materials and wages. Ifti 
credit is not liberalised, industrial! 
revival which had started ; n October . 
1980 will be brought to a dead stop. 1S!| v 
the present credit squeeze continues^ | 
the economy will be forced into sfiyj 
wholly unnecessary recession. Most’ll 
likely a mild recessionary phase is goin^: 
to hit the consumer durable seett^j 
around the beginning of 1982. Reduced' 
purchasing power and high cost of goodf i 
will surely induce a buyer's resistance 
The Government should better evolve 
a fool-proof strategy to check this uqp; 
healthy trend while putting the economy! 
back on the growih-path. 'j? 
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Point of View 


P. Chattopadhyay 


Farm Management 

The farm projections made at present are at best gaesetfmates and in 
no way help the farmer In making vital decisions on cultivation of 
crops. The author recommends that along with aggregative studies* 
dlsaggregative inquiries should be made into the composite of 
factors leading to farmers' motives, impediments to better utilisation 
of resources and infrastructure. He advises introduction of farm 
management as a formal study in commerce and management 
disciplines as also in professional accounting courses and setting up 
of a national productivity council for farming. 


Thi: Indian economy is agriculture- 
oriented not only because more than 
seventy per cent of the Indian population 
has to depend, directly or indirectly, on 
agriculture but also because a major part 
of our national income is even now 
derived from agriculture. However, 
there have been several peculiar typi¬ 
calities enveloping the operations called 
agriculture that require much closer 
discussion than done so far. 

It was long back that the Indian 
Fiscal Commission mentioned that agri¬ 
culture, was a way of life of the Indian 
people and that between farming and 
agriculture there has occurred a gap 
which has widened while, at the same 
time, complexities have grown both in 
agriculture and in farming as such. 
However, in spite of these peculiar 
features of the Indian economy, of which 
all of us arc well aware, farm manage¬ 
ment has had a somewhat restricted appli¬ 
cation. The term and its operational 
spheres have been so much talked about, 
discussed freely and analysed among the 
thoroughly American oriented farm eco¬ 
nomists, agricultural economists, agrono¬ 
mists and others that even the termimology 
used in the field of farm management is a 
lot more American than Indian. This is, 
as it should be, perhaps because people 
getting their training and orientation to 
farm economics in the United States 
would find hardly any reason to 
Indianisc semantics if there is no parti¬ 
cular reason for doing that. This may 
be taken as a dig at the farm economists. 

, It is submitted very humbly in this res¬ 
pect that we mean it all the way. 

The second aspect of any discussion on 
farm management would have to deal 
with the aggregative or totalistic ap¬ 


proach that has dominated the farm 
management scene in this coutttry since 
Government in the Union Ministry of 
Food and Agriculture initiated Fartn 
Management Surveys in different States 
and covering different districts. Many 
of such studies have been repeated over 
time. The methodology adopted by 
Farm Management Surveys and the 
analysis of the data collected from such 
surveys show a high degree of technical 
sophistication in such analysis, quanti¬ 
tatively oriented as a major part of this 
analysis is. Cliches and tautologies have 
also been there mainly because of the 
standard methodologies adopted for such 
surveys. Many expressions used in these 
surveys have become platitudes by 
sheer repetition, let us humbly submit. 

Issues Sidetracked 

This aspect has had several strong and 
weak points in several ways. Significant 
issues appear sidetracked while insignifi¬ 
cant issues have been magnified seveial 
times just because in American literature 
we find them so done. This is an un¬ 
fortunate part of the story. An aggre¬ 
gative approach, on the other hand, has 
made us miss the tree for the wood. 
Even the aggregative approach has had 
its critics among economists themselves. 

Such expressions as production func¬ 
tions, cost functions, supply functions, 
and consumption functions as frequently 
used in such surveys and the research 
studies emanating on the basis thereof 
have raised many an eyebrow. The state 
of the art in farm management is essenti¬ 
ally based on this aggregative approach 
initiated by economists, agricultural 
economists or agronomists, both in 
Government and in *the agricultural 


universities as also agro-econoihic 
research centres and universities in 
general having agriculture departments. 

In a way, this aggregative approach has 
been strengthened because of the over¬ 
crowding of economists in the area of 
farm management, and farm management 
as such centres at present heavily on 
farm economics whereas the causative 
forces that management implies have 
been somewhat underplayed. These 
causative forces, let us underline* are 
different from those initiated by farm .{ 
technologists, farm engineers* soil V 
chemists and other soil specialists and 
farm economists. The management of 
farms implies that these causative forces 
are applied essentially by farmers them¬ 
selves for augmenting not only their 
pioduce but also their profit. 

Several Lacunae 

Unfortunately, involvement of the 
intellectual disciplines of commerce, 
accounting, management accounting and 
management in the field of farm manage¬ 
ment has so far been very little. One 
result of this has been that several 
lacunae pervading the entire areacover- 
ed by agriculture and farming have 
remained unspotted and understressed. 

For instance, one major lacuna in our 
excessive concern of agriculture as a 
whole has been that the varieties of 
forms under which agricultural opera¬ 
tions are carried on in the country have 
been totally mixed. Indeed, as there 
are unitary farms, farm partnerships, 
farming companies and farming co¬ 
operatives, so there are varieties of prac¬ 
tices, processes and procedures adopted 
by them in their approaches to agricul¬ 
ture and farming. The amount of 
managerial sophistication noticeable in 
these cases has been widely varying in 
consonance with the requirements of law 
in certain cases, adoption of modern j 
management techniques in certain x>thers 
and as a general attitude in still other 
cases. 

In the circumstances, unless one takes 
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Into account atl these varieties and 
allows inter-form comparisons to drive 
f'home the benefits of particular forms 
in relation to others, one does not get 
the full spectrum of improvements 
possible without much fuss or high costs. 
Policy prescriptions have been indiffe¬ 
rent to some of these factors of reality 
while several questionable conclusions 
have been reached on the basis of 
Government sponsored surveys conduct¬ 
ed by farm economists or economists in 
general. The result is that farmers and 
the Government have remained misled in 
a large degree with respect to various 
issues that call for varying priorities, 
investments and corrective action. From 
the point of view of differences in the 
managerial practices adopted in different 
kinds of farms, one may say perhaps 
there has occurred rather unpeaceful 
coexistence of centuries of management 
practices. 

Need-specific Farming 

All this is in spite of all the improve¬ 
ments caused in both inputs and outputs 
in farming operations and the massive 
investments that have gone in this 
field since the beginning of the First Five 
Year Plan. That the farmers are yet to 
get the best out of these inputs cannot 
perhaps be gainsaid, especially with 
reference to the fact that the quality of 
decisions taken in a majority of farms in 
this country remains need-specific seek¬ 
ing to satisfy farmers’ own needs 
rather than requirements of the country 
as a whole. If one were to add factors 
like sub-division and fragmentation of 
land, umpteen varieties of land brought 
under cultivation, complexities of ferti¬ 
lity patterns and their suitability for 
different types of crops, one would 
remain baffled as to why itemised rather 
than general approaches should not be 
taken. 

Taking into view the fact that the 
Indian farmer, irrespective of his level 
of education, has been quite intelli¬ 
gent, price sensitive and desirous of 
improving his lot, it is possible to 
argue that the situation noticed by re¬ 
searchers that there is an inverse cor¬ 
relation in agriculture between size and 
productivity, setting at naught the ideas 


ofeconoihies of scale, the basic factor 
behind this is perhaps that the intensity 
of operations by a small farmer is many 
times larger in his anxiety to eke out a 
living from the piece of land under his 
disposal howsoever small it is. 

Inverse Correlation 

This inverse correlation should not, 
therefore, challenge the theories of eco¬ 
nomies of scale while it should point out 
the fact that while a piece of land, irres¬ 
pective of its high level of efficiency, may 
be enough to satisfy the needs of the far¬ 
mer, the economy does not have much 
of a benefit from the contributions of 
the small farmer in so far as his mar¬ 
ketable surplus would be much less in 
quantum than that of the relatively 
larger sized farmers. It is, therefore, 
essential that along with the aggregative 
studies, disaggregative inquiries should 
also be made to go into the composite 
of factors leading to farmers' motiva¬ 
tions, impediments against larger farm 
produce, factors inhibiting better utili¬ 
sation of resources at the disposal of the 
farmers and infrastructure that makes all 
these possible. 

From the management point of view, 
a basic need is that of streamlining the 
farm management information system. 
At present much of what goes by the 
brand name of farm information is only 
estimates. The veracity of these estimates 
has been doubted on a wide scale but in 
the absence of effective alternatives these 
estimates provided a better premise than 
havjqg no estimates at all. And look at 
these estimates! They present the figures 
in such a way as if they were real and 
factual and not estimates and one gets 
figures two digits after decimals. The 
fiaser flourish of agricultural statistics 
based entirely on estimates will be the 
first target for replacing by any attempt 
at enhancing the scientificity of farm 
management techniques. 

Farm accounting, farm cost and manage¬ 
ment accounting practices and modern 
management in the areas of farming 
wopld take into view, first of all* the ur¬ 
gency fpr improving {be quality of in¬ 
formation for decision-making by far¬ 
mers and for farmers, regular and sys¬ 
tematic emergence of farm records and 


1 

farm accounts, interpretation of diifere»| 
types of data available from such accounts 
for the purpose of preparation and prac¬ 
tical utilisation of farm budgets. Each 
of these areas requires a detailed discus¬ 
sion for driving home the point that we 
are seeking to make. This, however, wp; 
shall not attempt here. Suffice it to say 
that in each of these cases, the present 
farm information available from various 
sources including the Farm Management" 
Survey data would not pass the test. -*j 
Much has been made of farmers* igno4> 
ranee coming in the way of introducing^ 
some of these management, accounting ’ 
and management accounting method*/* 
techniques and practices. It is not con*;'; 
sideredthat even now a great deal of sudfe: 
information is compiled by research iiv$ 
vestigators in the form uf obtaining! 
detailed replies to questionnaries whkS&f 
are often very lengthy and having a largi| 
number of questions to be answered 
farmers mainly on the basis of their 
pressions. !$ 


Guesstimates 

With the lead given by the invcstigator|| 
at times the information collected remain* 
no better than guesstimates most of| 
the time. The approaches that we arfei 
recommending here arc intended pM 
replace this guesswork. If we can tpj|| 
farmers of whatever si/.e of land 
may deal with that if all the records atM^f 
vouchers he gets are preserved and that 
he puis in black and white the transact! 
tions that he enters into during a period.; 1 , 
of time, accounts and other document*^ 
can all be compiled Since all informal! 
tion would be better than part 
mation or no information, we recommetU|| 
this method as an improvement over 
present system of opinionated expression^ 
figuring as data and information for 
important policy decisions at the levej^f 
of Government as farm pricing, coveriiifi| 
both input pricing and output pricing. 


In this respect, it will be perhapt^ 
news to many of us when it is mentioned 
that the accounts of some of tjhg 
Government farming corporations likV 
State Farming Corporation of lndt*/. 
National Seeds Corporation, Tamilnadu 
Sugarcane Corporation, State Govern*! 
ment Forest Corporations of Tamilnadq,' 
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! Uttar Pradesh and other States can show 
\ US the way as to what scientific farm 
; accounting systems can be. Mention in this 
; respect may be made of the recent study 
! by the Institute of Cost and Works Acco¬ 
untants of India entitled Farm Manage¬ 
ment Accounting and Control which 
;showed for the first time the manner in 
which scientific farm accounts could be 
iprepared, farm costs could be determin¬ 
ed, farm budgets could be formulated 

|and farm prices could be decided upon. 

: 

A Gap Filled 

i It was gratifying to note the instant 
^reactions of Dr M.S. Swarninathan on this 
!study that it covered a pap which existed 
;for long and that such studies were essen¬ 
tial for helping Government in deciding 
ion matters of policy related to agricul¬ 
ture and farming. The institute has also 
^remained involved in its attempt to 
Streamline terminology in the field of 
Wrm accounts, its president having been 
la member of a sub-committee examin¬ 
ing farm accounting terminology and 
jfarm accounting formats under the aegis 
of the Indian Standards Institution, New 
Delhi. 

■ We underline the need for accommo¬ 
dation of farm management as a subject 
>f formal study in commerce and manage¬ 
ment disciplines as also in professional 
iccounting courses. Increasing involve- 
tnentin the agricultural industry in this 
Country by studies of commerce, manage¬ 
ment and diilerent professional institutes 
vould open up new horizons of under¬ 
standing of the world of farming in gene¬ 
ral arid farm management in particular, 
nter-regional comparisons, inter-group 
omparisons, inter-si/e comparisons and 
iter-seasonal comparisons of farms would 
how many wea knesses and strengths in 
he working of several farms in different 
igions which can be easily improved 
jithout much cost. 

Long back it was suggested that there 
mould be a separate national produc- 
fvity council for initiating modern 
producti\ity practices in faims. We 
aderline the need for such a council 
ven now and Suggest that the need 
*$ gone up in the meantime. Per- 
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haps in this vein of thinking, it would 
also be necessary to prepare national 
maps of agricultural regions showing in 
broad contours the fertility types, suita¬ 
bility of different types of crops, infrast¬ 
ructure available and input arrangements 
made in different regions over the year. 

Dependence on the rains has remaend 
unabtedin spite of all the investments that 
have gone into different irrigation pro¬ 
jects covering, both major and minor irri¬ 
gation projects of different types. In this 
regard afso, some time back Government 
initiated measures for preparation of good 
weather and bad weather codes so that 
farmers could remain prepared for anti¬ 
cipated droughts and floods which have 
visited different parts of the country 
almost on a regular basis. On the other 
hand, scientific land use has become a 
national imperative in the context of rise 
in man-1?nd ratio. Like Sri Lanka, India 
can also perhaps enact a law on land pro- 
ductiviiy as a guiding factor. All this is, 
however, directed at improving the qua¬ 
lity of decisions taken by the farmers. 
The prevailing dependence on particular 
crops may come in for a fundamental 
change once the farmers get to know all 
the prospects and problems besetting 
their effort. 

Better Inputs 

So far we have not mentioned any¬ 
thing about the sea-change that has 
taken place towards enhancing the qua¬ 
lities of inputs in Indian agriculture. 
Different varieties of fertilisers, increasing 
availability of irrigation water, introduc¬ 
tion of high yielding varieties of different 
crops, particularly cereals and some cash 
crops and larger doses of credit to far¬ 
mers through different agencies of the 
Government, including commercial banks, 
have initiated the green revolution in the 
country. 

From a distance we do not always 
realise the resilience that has already 
been achieved in this area. Even after 
massive natural calamities, the food 
shortage experienced in this country 
during the last several years has been 
minimal. Naturally along with augmented 
production, Government policy of crea- 

320 


tion of bufferstocks have produed this 
new phenomenon. However, while giving 
full credit for augmented availability 
of foodgrains and non-foodgrains, one 
does not understand why the per unit 
price of agricultural produce should go 
on rising constantly, taking the least effi¬ 
cient farm unit as the scale of reference. 

This inevitably happens when prices arc 
determined on the basis of unit quality 
of produce irrespective of the scales of 
operations of the farmers. Though there 
has been an overcrowding of economists 
in farm management areas, some of these 
problems still remain as Gordian knots. 
Commerce, management and accounting 
disciplines can perhaps resolve them over 
time through large scale application cf the 
techniques at their disposal and the inter¬ 
pretative abilities at their command. 

Planning Essentials 

The management essentials of planning, 
coordination, motivation and control will 
have found fruition in a much larger 
manifestation of benefits arising on the 
farm front vis-a-vis the costs thereof. 
However, one should emphasise that all 
is not lost yet. Even Frederick Winslow 
Taylor, the father of scientific manage¬ 
ment, had to face untold rough weather 
from different quarters including Govern¬ 
ment in sponsoring and selling his ideas 
of scientific management. In his deposi¬ 
tion before a US Senate Sub-committee, 
Taylor in the course of his submissions 
had to shrug his shoulders in despera¬ 
tion to underline that “I have nothing 
to do with a bird that can sing but 
won’t sing”. 

Since then, a lot of water has passed 
down the rivers of the countries, 
particularly in the United States 
where farm management has already 
acquired a fairly high degree of sophis¬ 
tication but has suffered from almost 
total non-attention of managerial and 
accounting disciplines. It is hoped that 
the initiative of the Indian Commerce 
Association will result in pushing the 
cause of scientific farm management 
further and further for transformation 
of farming from a way of life to farming 
as a profitable economic pursuit. 
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Changes in the Union 
Ministry 

New Appointments: Union 
Cabinet : Mr Jagannath Kau- 
shal. Minister of Law, Justice 
and Company Affairs. 

Ministers of State: Mr Gargi 
Shankar Mtshra, Minister of 
jvState in the Department of 
y/Coal in the Ministry of Energy; 
Mr A.A. Rahim, Minister of 
State in the Ministry of Law, 
Justice and Company Affairs. 

Deputy Ministers : Mr M.S. 
Sanjeevi Rao, Deputy Minis¬ 
ter in the Department of Elec¬ 
tronics: Mr K.P. Singh Deo, 
Deputy Minister in the Minis¬ 
try of Defence; Mr Janardhna 
Poojary, Deputy Minister in 
the Ministry of Finance; Mr 
Kalp Nath Rai, Deputy Minis¬ 
ter in the Department of 
Parliamentary Affairs, Mr 
Arif Mohammad Khan, 
Deputy Minister in the Minis¬ 
try of Information and Bro'td- 
( casting, MrGirdhar Gomango, 
Deputy Minister in the Minis¬ 
try of Supply and Rehabilita¬ 
tion and Mr Dharmavir, 
Deputy Minister in the Minis¬ 
try of Labour. 

The allocation of portfolios 
for the following Ministers 
have been changed: Mr R. 
Venkataraman, Minister of 
Finance to be Minister of 
Defence; Mr P.C. Sethi, 
Minister of Petroleum, Chemi¬ 
cals and Fertilizers, to be 
Minister of Railways; Mr 
Pranab Kumar Miikharjee, 
Minister of Commerce and 
Steel and Mines, to be Minis¬ 
ter of Finance; Mr P. Shiv 
Shankar, Minister of Law, 
Justice and Company Affairs, 
to be Minister of Petroleum, 

* Chemicals nnd Fertilizers; Mr 
Kedar Pande, Minister of Rail¬ 
ways, to be Minister of Irri¬ 
gation; Mr N.D. Tiwari, 

, Minister of Industry, to be 
Minister of Industry and Steel 
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and Mines; Mr Shivraj V. 
PatiJ, Minister of State in the 
Ministry of Defence, to be 
Minister of State (independent 
charge) of the Ministry of 
Commerce; Mr N.R. Laskar, 
Minister of State in the Minis¬ 
try of Health and Family 
Welfare, to be Minister of 
State in the Ministry of Home 
Affairs; Mrs Ram Duluri 
Sinha, Minister of State in the 
Ministry of Labour, to be 
Minister of State in the Minis¬ 
tries of Industry and Steel and 
Mines; Mr Y. Makwana, 
Minister of State in the Minis¬ 
try of Home Affairs, to be 
Minister of State in the Minis¬ 
try of Communications; Mr 
S.R. Kesri Minister, of State 
in the Department of Parlia¬ 
mentary Affairs, to be Minis¬ 
ter of State in the Ministry of 
Shipping and Transport; Mr 
Khurshecd Alam Khan, Minis¬ 
ter of State in the Ministry of 
Commerce, to be Minister of 
State in the Ministry of Tour¬ 
ism and Civil Aviation; Mr 
Bhagwat Jha Azad, Minister 
of State (independent charge) 
of the Ministry of Supply and 
Rehabilitation, to be Minister 
of State (independent charge) 
of the Ministry of Labour, 
Mr Buta Singh, Minister of 
State in the Ministry of Ship¬ 
ping and Transport, to be 
Minister of State (indepen¬ 
dent charge) Ministry of Sup¬ 
ply and Rehabilitation; Mr 
P.A. Sangma, Deputy Minis¬ 
ter in the Ministry of Industry 
to be Deputy Minister in the 
Ministry of Commerce: Mr 
Mohd. Usman Arif, Deputy 
Minister in the Ministry of 
Works and Housing, to be 
Deputy Minister in the Minis¬ 
tries of Agriculture and 
Civil Supplies; Mr B M. 
Mohanty, Deputy Minis¬ 
ter in the Ministry of Civil 
Supplies, to be Deputy Minis¬ 
ter in the Ministry of Works 
and Housing; Mr P.K. Thun- 


gon. Deputy Minister in the 
Ministry of Supply and 
Rehabilitation, to be Deputy 
Minister in the Ministry of 
Education and Culture and 
Social Welfare: and Miss 
Kumud Joshi, Deputy Minis¬ 
ter in the Ministry of 
Information and Broadcast¬ 
ing, to be Deputy Minister in 
the Ministry of Health and 
Family Welfare. 

The President of India has 
accepted the resignation of 
Mr Chandulal Chandrakar and 
Mr Maganbhai Barot from the 
Council of Ministers, and has 
also directed that Mr Mal- 
likarjun will cease to hold the 
additional charge of Deputy 
Minister in the Ministries of 
Education and Culture and 
Social Welfare. He will conti¬ 
nue to be Deputy Minister in 
the Department of Parliamen¬ 
tary Affairs and Ministry of 
Railways and that Mr Charan- 
jit Chanana, Minister of State 
in the Ministry of Industry 
wiU be Minister of State in the 
Ministries of Industry and 
Steel and Mines. 

Recovery and Growth 
in Economy 

A review of the year that has 
just gone by shows distinct 
signs of recovery and growth 
in the national economy, rais¬ 
ing hopes of continued im¬ 
provement in the coming 
months. The highlights of 
performance on the economic 
front are: (a) An estimated 
foodgrains production of over 
133 million tonnes (for the 
1981-82 crop year), (b) A 10 
per cent rise in industrial pro¬ 
duction in 1981-82, over and 
above the 4 per cent rise re¬ 
corded last year. This com¬ 
pares with a negative growth 
rate of minus 1.4 per cent in 
1979-80. (c) Substantially 

greater utilisation of existing 
capacity in several key indus¬ 
tries, such as steel, petroleum 
products, fertilisers, cement, 
etc. (d) A notable decline in 
inflation rate to around 8 per 
cent, as against 22 per cent in 
1979. With this, Ind<a has 
become one of the few coun¬ 
tries, both among developed 
and developing countries, 
which have successfully 


brought irfhtion to single digit | 
rate, (e) A substantially higher | 
performance by the public sec¬ 
tor enterprises, indicating a 
treno towards greater produc¬ 
tion levels and efficiency, (f) A . 
comparatively better perform 
mancc by the public sector 
enterprises, indicating a trend: 
towards greater production 
levels and efficiency, (g) An 
improved investment climate.j? 
(h)A20 per cent step up in | 
Plan outlay to Rs. 17,479 era*'': 
res for 1981-82. 

Public Sector's 
Capacity Utilisation jj : 

The Union Minister fof| 
Industry and Steel and Mines,.J 
Mr Narayan Datt Tiwari hasf 
said that the Government!! 
would not accept any alibis 
in future either for lack of $ 
proper maintenance of plant | 
and machinery or under-utilt^l 
sat ion of capacities in publtc| 
sector undertakings. He wasjj 
addressing the Chief Execti*;§ 
rives of Public Sector Undeifi 
takings under the Department! 
of Industrial Development! 
recently. Mi Tiwari furthetg 
said that with the improve*!^ 
ment in the infrastructuraflw! 
facilities, particularly in areas?; | 
of power generation, steel prp*| | 
duction and the transport net-f U 
work, there was a proppf$ 1 
climate for achieving optimum^ 
levels of capacity utilisation^ 
The meeting of public sector^ 
undertakings has been convent ►; 
cd to discuss their strategies^!, 
for accelerated growth o$ > 
these undertakings and to plan! * 
for increased productivity^ 
and improved financial pPP$ 
formance. 

Mr Tiwari said that the rol 
assigned to the public sector* 
in the industrial developmentS 
strategy of the country h&4 ; 
been very succinctly articulafcj 
ed in the Industrial Poliojf| 
Resolution of 1956. Commit*^ 
ted as wc arc to the concept ■ 
of mixed economy, both tnp.$ 
private and public sector musitii 
move h;ind-in-hand along that 
path of progress-public sec* 
tor not merely complement*! 
ting and supplementing theij 
efforts of the private sector] 
but to sustain the ‘command*! 
ing heights of the economy*.! 
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| Thus, the public sector was to 
| provide not merely infrastruc- 
| tural overheads, but also to 
| enter into the capital and con- 
*■ sumer goods’ sectors which 
i have a wider socio-economic 
| bias, Mr Tiwari said. The 
jj Minister said that wh’Ic pre- 
fits motive may not be the 
sole objective or even the pri- 
> mary objective of public sector 
t enterprises, yet they must gene- 
f rate surpluses for financing their 
| own developmental program- 
mes while fostering economic 
development through provision 
^ of the necessary overheads. 

I Referring to the reasonable 
J return for the public sector 
| enterprises, Mr Tiwari said 
S that the point of trade off bet- 
Jj ween piofitability and socio- 
j economic return would differ 
if from project to project. The 
i Planning Commission while 
I computing the total resources 
* available for plan purposes, 
| took into account the internal 
\ surpluses likely to be made 
- available from the public scc- 
| tor enterprises, lti the Plan 
| document for 1980-85, the 
[ estimated availability of re sou r- 
f ces by way of current outlay 
\ in the public sector has been 
Si estimated at Rs 13,500 crores. 

? He also said that the Seventh 
; Finance Commission had com- 
l puted a return of 7.5 per cent 
J post-tax on the equity-base in 
£ the year 1983-84 as reason- 
J able. Profit of this order 
i would roughly correspond to a 
5 16 per cent return on the total 
capital employed, lie exhort- 
| ed them to keep this in mind 
\ to provide a broad norm for 
j appraisal. 

j BHEL & HMT Declare 
; Dividend for 1980-81 

\ Bharat Heavy Electricals 
j Limited (BHF;L) and HMT 
,■ Limited, two premier public 
j sector undertakings of the 
i Government of India, have 
] declared a dividend of 6 per 
{ cent for the year 1980-81. Two 
1 dividend cheques for Rs. 9.0 
crores and Rs 2.4 crorcs from 
BHEL and HMT respectively, 

: were presented to the Prcsi- 
: dent by the Chief Executives 
I of the two companies in the 
| presence of a distinguished 
f gathering this morning, which 
! included Mr Naravan Dutt 

j 

\ eastern economist 


Tiwari, Minister for Industry, 
Steel & Mines and the two 
Ministers of State for Industry, 
Steel & Mines, Dr Charanjit 
Chanana and Mrs. Rain Dulari 
Sinha. 

The turn’over of BHEL for 
the year 1980-81 was Rs 781.8 
crores and the pre-tax profit 
was Rs 37.5 crores. HMT 
recorded a turn-over of Rs 
187.0 crores and a pre-tax 
profit of Rs 30.7 crores. The 
President congratulated both 
these units on their perfor¬ 
mance and exhorted them to 
greater efforts during 1982— 
the Productivity Year—and 
establish new records in pro¬ 
duction, productivity and 
profitability. Appreciating the 
improvement in the turn-over 
and operations of both BHEL 
and HMT, the President said 
that the performance of these 
two companies was an evidence 
of the Indian industry coming 
ofageandof its general up¬ 
turn. He expressed satis¬ 
faction over the export efforts 
of these two companies and 
the steps taken by them for 
modernising and updating 
their technology and manu¬ 
facturing techniques. The 
President also exchanged views 
with the Minister for Industry, 
Steel & Mines on the general 
industrial climate and the 
performance of the public 
sector undertakings in parti¬ 
cular. 

Asian Advertising 
Congress 

At the 12th Asian Advertis¬ 
ing Congress held in Singapore 
in 1980, Mr Harish Mahindra, 
President, ISA proposed India 
as the venue for the 13th 
Asian Advertising Congress. 
In the face of considerable 
competition India won the bid 
and thus the 13th Asian Ad¬ 
vertising Congress in India, 
became a reality. The Pro¬ 
moters and Organizers of the 
13th Asian Advertising Cong¬ 
ress in India comprise of the 
ISA, IENS, AAAI, NCAA 
and 1LNA, ihe 5 main pillars of 
STAC A (Standing Commitce 
on Advertising). The Steer¬ 
ing Committee (STECOM) was 
formed comprising the Chair¬ 
man, Pacsident and members 
drawn from the 5 organiza¬ 


tions mentioned above. The 
Steering Committee in turn 
formed 20 key committees 
each in charge of a specific 
responsibility. The members 
of these 20 key committees 
are once again drawn from 
various disciplines in order 
to tap the best of experience in 
each field. 

The Congress, scheduled 
from September 27, 1982 
to October 1, 1982 at Vigyan 
Bhavan, New Delhi, has been 
named ADGRO ’82—the acro¬ 
nym deriving from the Cong¬ 
ress theme. Advertising: An 
Essential Input for Economic 
Growth . This f will be a 
summit meeting of Asia’s most 
brilliant professionals in ad¬ 
vertising and marketing. Also 
present will be some of the 
West’s most celebrated per¬ 
sonalities in the field. 

Training Facilities for 
Nigeria and Kenya 

The Meteorological Depart¬ 
ment of India has offered to 
train Meteorological personnel 
of Nigeria and Kenya at their 


Agricultural Meteorology t£ivi* 
sion at Pune. Ten candidates 
from Nigeria have already 
arrived for training and candi¬ 
dates from Kenya are ex¬ 
pected to arrive shortly. 

This offer of training facili¬ 
ties is in agreement with the 
policy of the Government of 
India to share scientific know¬ 
how with other developing 
countries and assist them in 
training sufficient number of 
their personnel to attain self- 
reliance in various scientific 
fields. 

Apart from Nigeria and 
Kenya, the Meteorological 
Department has been affording 
training facilities to various 
countries in the Afro-Asian 4 
region and the Arab worlds 
under various technical assis¬ 
tance schemes of the Govern¬ 
ment of India, such as, the 
Colombo Plan, Special Com¬ 
monwealth African Assistance 
Plan etc. 

Requests are also received 
from the World Meteorologi¬ 
cal Organization for training 
of nominees of various Govern- 
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meats 4e United 

Nations Development Pro** 
^gramme (UNDP). More than 
f40 candidates have undergone 
training in the various bran¬ 
ches of meteorology during 
the last three years in the 
India Meteorological Depart¬ 
ment. 

Salem Steel 

Salem Steel Plant ended the 
year 1981 on an optimistic 
note of production and des¬ 
patches. This was particularly 
encouraging as Salem Steel 
Plant went into commercial 
production about hundred days 
ago on September 13, 1981. 
Production of stainless steel 
sheets and coils during 1981 
) was 823 tonnes, and despatches 
379 tonnes. The production 
till the end of March 1982 is 
expected to be of the order of 
3,180 tonnes. 

Production of saleable pro¬ 
ducts during December was 
505 tonnes as against i 36 ton¬ 
nes during November. The 
Scndzimir cold rolling mill. 
Annealing and Pickling Line 
and the Slitting Line exceeded 
their targets set for December. 
As against 1,8('0 tonnes of the 
monthly plan for December, 
Annealing and Pickling Line 
processed 2.189 tonnes, an 
achievement of 120 per cent of 
the target. Similarly the pro¬ 
duction at Sendzimir mill of 
1,124 tonnes was 102 percent 
of the monthly plan of 1,100 
tonnes for December. The 
saleable production of 505 
tonnes represents the fulfil¬ 
ment of 84 per cent of the 
monthly target for December. 
During December Salem Steel 
Plant produced for the first 
time 183 tonnes of 0.5 mm 
stainless steel coils, specially 
meant for utensil manufacture 
of which 48 tonnes had been 
despatched against orders. 

Sugar Output 

According to the Indian 
Sugar Mills Association, the 
sugar production during the 
second fortnight of December, 
1981 (i.e. 16.12.81 to 31.12.81) 
was about 6,60,000 tonnes as 
against 5,51,000 tonnes during 
the same fortnight last year. 
The total production in the 
month of December, 1981, 
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the third month of the season 
1981-82 was about 11,77,000 
tonnes as against 9,64,000 
tonnes during the same month 
last season. This brings the 
total output during the first 
three months of the season 
1981-82 to 18,02,000 tonnes as 
against 13,99,000 tonnes during 
the corresponding period last 
year. 

The off-take of sugar from 
factories during the second 
fortnight of December, was 
about 2,13,000 tonnes for in¬ 
ternal consumption and 23,000 
tonnes for exports as against 
2,48,000 tonnes for internal 
consumption and nil for export 
during the same fortnight last 
season. The despatches during 
the month of December, 1981 
was 4,00,000 tonnes for inter¬ 
nal consumption and 44,000 
tonnes for exports as against 
4,17,000 tonnes for internal 
consumption and nil for ex¬ 
ports during the same month 
last season. The total off-take 
in the first three months in 
1981-82 was 11,17,000 tonnes 
for internal consumption and 
44,000 tonnes for exports as 
against 10,25,000 tonnes for 
internal consumption and nil 
for exports during the corres¬ 
ponding period last season. 
The total closing stock of sugar 
with the factories as on 
31.12.81 was about 14,20,000 
tonnes as against 9,71,000 
tonnes on the same date last 
year. 

Manufacture of Wrist 
Watch Components 

The Government have de¬ 
cided to encourage further ca¬ 
pacity for the manufacture of 
wrist watch components to 
meet the requirements of watch 
assembly units in the country. 
The capacity thus created 
would be required to supply 
at least 2/3rd of the produc¬ 
tion of watch components to 
the assembly units in the 
country, not more than l/3rd 
of the production of watch 
components being utilised for 
manufacture of completed 
watches. The following con¬ 
sideration, among others would 
be kept in view while consi¬ 
dering proposals for creation 
of fresh capacity in this line: 

(i) Projects would be consi- 
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dcred for a manufacturing ca¬ 
pacity of LOO million watch 
components, minimum; (ii) 
Preference would be given to 
proposals for locating projects 
in industrially backward/hilly 
areas ; (iii) Preference would 
be given to proposals which 
aim at a high degree of indi- 
genisation from the very first 


year, i.e., to the extent of 75 
per cent or more; (iv) The 
standing of the fpreign colla¬ 
borator, where such collabo¬ 
ration is proposed and the 
degree of export obligation 
(preferably buy back arrange¬ 
ments) would be important 
factors; (v) Applicants should 
give an undertaking to supper 
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INCOME-TAX 

Tax Arrears Refund and 
Appeal Effects Clearance 

Fortnight 18th Jan to 30th Jan 1982 

During the above fortnight the income-tax 
Department will concentrate on Disposals of 

1. REFUND CLAIMS 

2. ALL MATTERS RELATING TO THE 
OUTSTANDING TAX DEMANDS 


$ 

§ 

§ 


HELP THE DEPARTMENT TO SETTLE 
YOUR TAX DUES/MATTERS PROMPTLY 


§ Tax payers are requested to communtcate or 
§ meet the concerned Income-tax officer with fj 
§ necessary particulars relating to 


Unadjusted Payments/Issue of Chalans 
for Net Demand 

Giving effect to appellate orders 
Rectification of mistakes 

Re-opening of ex-parte assessments 
Refund claims 
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g least 2/3rd production of 
mponents to non-ussociat- 
unils in the small scale sec¬ 
tor, the selection of such unifa 
|to be made in consultation 
{[‘With the Ministry of Industry, 
$DGTD and DCSSI. The ap¬ 
plicants should also agree to 
!abide by the guidelines, which 
^ WOuld be prescribed by the 
■^Government for entering into 
bilateral agreements with units 
^in the small scale sector : and 
j;|(vi) Application from MRTP/ 
JlFERA companies would, how- 
$evcr, not be entertained, 
i The Government have also 
^{invited applications for setting 
’flip watch projects on the above 
Clines. Since in many cases 
^ these projects would require 
4 approvals for foreign collabo- 
| ration as well as for import of 
^capital goods, the applicants 
:; have been asked to submit 
iji tbeir applications to the Sccrc- 
tariat for Industrial Approvals 
4 for composite approvals (both 
| for FC and CG imports) in the 
3prescribed form and manner 
if before March 31, 1982, 

The capacity and production 
targets of mechanical wrist 
watches by 1984-85, have been 
IMaid down as 15 million and 
12.50 million watches respec¬ 
tively. To achieve these, the 
<jf Government have already ap- 
■f proved a total capacity of 
£ 12.60 million wrist watches in 
4'' the organised sector with a 
Sk phased programme for indi- 
\l genous manufacture of watch 
jj components. Government have 
also developed a number of 
!;' small scale units with a total 
II: capacity of a little over 5 mil- 
J! lion wrist watches per annum, 
if These small scale units arc at 
j| present mainly undertaking as- 
■? sembly of wrist watches based 
i? on imported components. With 
ft a view to developing adequate 
If indigenous component manu- 
t; facturing capacity to meet the 
^ requirement of these assembly 
ihtntts in the small scale sector, 
ji Government have recently con- 
ji sidered various developmental 
ilaspects concerning wrist watch 
v industry. 

I Indo-Czech Trade 

jf The I oreign Trade Minister 
;; of Czechoslovakia is likely to 
jj:visit India in April this year 
|to explore the possibilities of 
ijLfurther expansion in lndo- 
ije 
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Czech trade and economic 
cooperation. This is likely to 
be followed by a meeting of 
Indo-Czech Joint Commis¬ 
sion in Prague in June, 1982, 
which will be presided over 
by the Commerce Minister, 
Mr Shivraj V. Patil and his 
Czechoslovakia counterpart, 
This was indicated when the 
visiting Czech. Minister of 
Metallurgy and Heavy Engi¬ 
neering, Mr Eduard Saul 
called on Mr Patil, recently. 
The two Ministers identified 


several commodities likeiroh 
ore, manganese ore, machine 
tools and certain engineering 
goods, which could be export¬ 
ed from India to Czechoslo¬ 
vakia as well as several areas 
of cooperation for joint ven¬ 
ture projects in each other’s 
country as well as in third 
countries, 

The visiting Czech. Minister 
has suggested cooperation 
with India in the fields of 
transport, rail-roads, trolley 
buses, metallurgical produc- 


mining. He pointed out flit 
they could import iron ore, 
manganese ore and chrome . > 
ore from India in return. 
Czechoslovakia is an impor¬ 
tant trading partner of India 
from amongst the East Euro¬ 
pean countries. In terms of 
volume of trade, it ranks 
third after USSR and Poland. 
India had trade relations with 
Czechoslovakia long before 
independence but the first 
formal Trade Agreement 
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Manufacturers of 
Excisable Goods 
Must Remember 


The Central Excise system 
for collection of duty reposes full 
trust in the honest tax-payer 
and provides a number of 
concessions to Small Scale 
Manufacturers- 


Make sure that you comply with 
the required Central Excise 
formalities. 

Breaches of Central Excise Law, 
particularly evasion of duty, entail 
the following punishments: 


• Confiscation of offending goods and plant machinery used for the 
manufacture of such goods 

# Imposition of penalties 

O Imprisonment extending upto 7 years. 

If you need any information regarding Central Excise procedures, 
you may contact the Public Relations Officer in the 
nearest office of the Collector of Central Excise or the 
Central Excise Divisional Office. 

BE WISE—PAY YOUR EXCISE 


* 


DIRECTORATE OF PUBLICATIONS 
CUSTOMS & CENTRAL EXCISE 
Central Revenues Building 
New Delhi-110002. 
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dgnedin I960, and tbe trade 
\ turnover In 1961 almost 
“ doubled as compared to that of 
1980. The first five-year Trade 
and Payments Agreement pro¬ 
viding for bilateral, balanced 
trade in non-convertible 
Indian rupees, was signed in 
1963 and was subsequently 
renewed in 1968 and J974. 
The present Trade and Pay¬ 
ments Agreement which was 
signed in December, 1979, 
and became operative from 
January 1, 1980, is valid upto 
December 31, 1984 allowing 
the then existing trading 
system to continue. 


India’s main items of import 
from Czechoslovakia arc 
^ steel and steel products, news- 
sprint, seamless pipes, tubes 
and castings, machine tools, 
roller and taper bearings, 
diesel generating sets, organic 
and inorganic chemicals, hops, 
textile machinery, shoe-mak¬ 
ing, tanning and leather¬ 
making machinery, compo¬ 
nents, spares, tyres and tubes 
for tractors, capital goods and 
components for Czechoslovak 
assisted projects. The com¬ 
modities being exported by 
India to Czechoslovakia are 
predominantly traditional, like 
de-oiled cakes, coffee, pepper, 
cotton yam, iron ore, jute 
manufactures, tanned and 
semi-tanned hides and skins, 
mica, manganese ore, castor 
oil and shellac. A l cginning 
has been made wilh the export 
of non-traditional items like 
finished leather, shoe-uppers, 
woollen synthetic fabrics, 
readymade garments, machine 
tools, hand tools and other 
engineering goods. 

New Directors 
for Benks 

The Union Government has 
announced appointment of 
boards of directors of five 
nationalised commercial 
banks for a period of three 
years. 

United Commercial Bank : 
Shaik Anwar Ali, Mr Desha- 
rath Merli, Mr Abdur 
Razzaque Ansari. Mr K.K. 
Mehra, Mr Stya Paul, Mr 
Panna Lai Gupta, Mr Modi 
Singh end Mr Bidyut Bose. 

EASTERN ECONOMIST 
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^ ' Cdttfil Bank of hih Mr 

Gopi Dargan, Mr Ravi 
Krishna Datta, Mr V. Gana- 
pati Sathpati, Mr D, Chatterji, 
Mr D. J. Vaishnew, Mr 
Yogendra P. Trivedi, Mr B.L. 
Pass* and Mr S. Das Gupta. 

Punjab and Sind Bank : Mr 
Jaswant Singh Kochar (re¬ 
presenting depositors), Mrs 
Jamuna Solanky (represent¬ 
ing artisans), Mr Omprakash 
Shroff, New Delhi, Mr Kalyan 
Dutta, Calcutta, Mr Surindcr 
Singh Virdhi, Chandigarh, Mr 
Budh Singh Anand, Bombay 
and Mr H. Kulkarni, New 
Delhi. 

Syndicate Bank : Sardar 
Pritipal Singh, Meerut Cantt. 
(representing depositors), Mr 
Dev Mittar Ahuja Abohar 
(representing farmers), Mr 
Sudha V. Reddy, Bangalore 
(representing artisans), Mr 
Satyanarayana Peeti, Hydera¬ 
bad, Dr I.G. Chavan, Ahmeda- 
nagar, Mr A N. Srinivasa Rao, 
Madras, Mr P. V. Sankra 
Narayanan, Calicut and Mr 
Shooraj Singh, Rampura 
Rewtm. 

Bank of India : MrPrcm R. 
Gupta, Bombay (representing 
depositors), Mr Gaya Prasad 
Shukla (representing farmers), 
Mr Jaidev Baghel, Kondagaon 
MP (representing artisans) 
Mr R.S. Lodha, Calcutta, 
Mr Apoorva Shah, Ahmeda- 
bad, Mr Kamal Kishore 
Gupta, Ghaziabad. Mr Jagdish 
Rai Jam, New Delhi and Mr 
R. Rangaswamy, Madras. 


Wholesale Price 

The all commodities official 
wholesale price index rose 
for the second successive week 
in the new year when it reached 
279.5 during the week 
ended January 8, 1982, At 
this level, the annual rate 
of inflation worked out to 
•6 8 per cent. During the week, 
the food articles group moved 
up by 0.3 per cent, while the 
index for foodgrains, cereals 
and pulses registered a fall. 
The other constituents of this 
group namely, fruits and 
vegetables andjeondiments and 
spices rose by 2.8 per cent 
and 1.8 per cent respectively. 
The food products group as 
a whole showed a one per 
cent rise. Sugar, khandsari 


and gur category rose by 1.3 
per cent while edible oils 
moved up by 1.4 per cent. 

Backward Areas 
Development 

Backward areas development 
has received special attention 
during the last two years. The 
policy measures designed to 
secure industrial dispersal arc 
providing very effective and 
industrial activity in the back¬ 
ward areas is on the increase. 
Specially noteworthy is some 
increase in industrial activity 
in some parts of the North 
eastern region, Himachal 
Pradesh, Goa and Pondicherry. 
The promotion of investments 


in backward areas continues to 
be an important objective. 

The number of industrial 
licences and letters of intent 
issued to backward areas in¬ 
creased by 44.1 per cent and 
70.1 percent respectively dur¬ 
ing 1980 over 1979. There has 
been an increase of about 51 
per cent in the number of in* 
dust rial licences and 58 per 
cent increase in letter of intent 
to backward areas in January* 
November 1981 over January- 
November 1979. 

Similarly, a substantial jpofc 
lion of total amount sanction.* 
ed and disbursed by term leuty^ 
ing financial institutions are 
going to backward areas. y 


Readers’ Roundtable 

20-Point Programme 


Sir, The twenty point deve¬ 
lopment programme that the 
Prime Minister has placed on 
the “agenda of the country’', 
would be widely welcomed be¬ 
cause it constitutes a compre¬ 
hensive scheme for toning up 
our economy and speeding the 
pace of socio-economic uplifi- 
ment of masses. But it ignores 
one factor which has been 
crippling our economic growth 
since the early Sixties when we 
started building up our eco¬ 
nomic ties with the Soviet 
Union. These tics manifested 
themselves in the dumping of 
outdated and substandard 
Soviet machinery in our public 
sector units leading to the pro¬ 
duction of costly and substan¬ 
dard goods. This is one reason 
why some of our crucial public 
sector units such as Heavy 
Machinery Plant at Ranchi 
and Heavy Electrical Plant at 
Hard war arc mostly in the red 
and their goods arc not popu¬ 
lar in the market. 

Since these public sector 
units produce the basic raw 
material (coal, power, steel 
etc) for the rest of our indus¬ 
try, their substandard and 
costly character has been im¬ 
peding the growth of our eco¬ 
nomy as a whole. 

. Under the constraint of 
rupee payment machanism 
which Indo-Soviet economic 


links necessarily involves, w£ 
have been forced to sella larkd: 
amount of primary commoat^ 
tics to the Soviet Union at pie¬ 
ces far less than remunetfyS 
tive to the producers. This 
not only caused hardship for"; 
our farming community but"' 
also has deprived us of hat«di : 
currency which wc would have* 
earned had we sold these good$? 
directly to the West to whictlj 
they ultimately go on account ; 
of Soviet habit of switch^ 
trading our goods. This inabi*J 
lity to earn the hard currency^ 
that we would have otherwise! 
earned has caused considerable ? 
strain on our economy, an&;5 
because of our decreased abK’< 
lity in cor.sequence of it to'-i 
pay for oil impels, has in*$ 
creased our dependence 
foreign loan-giving agencies^ 
such as the International 
Monetary Fund. 

In order to make our public) 
sector units efficient and ecO*vj 
noinical. and to guarantees 
remunerative prices to agtfiijjl 
cufiural producers, and, 
order i<> infuse vigour in oSjl 
economy as a whole, it is para^jf 
mount that we shake off th$ff 
bondage of rupee payment 
free it from the debilitati^grj 
effect of Indo-Sovict links. 

Yours etc. }% 
Delhi R.C. Goptf 
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DEPARTMENT OF ATOMIC ENERGY 

Directorate of Purchase and Stores 


On behalf of (he President of India, the Director, Directorate of Purchase 
and Stores, Department of Atomic Energy, Bombay-400 001, invites tenders 
as detailed below:— 

1. DPS ; HARO : PDS : MTA : 67 due on II 3 82 Thermocouple 
probes with calibration NBS 561, accuracy± |u(.’ from 0-200°C in various 
length. 60 Nos. 

2. DPS . BARC : MIA : 15897 due on 11.3.82, Radiation Survey 
Meter having three linear tangex from 0 to 20 ruR/hr. Accuracy 20%. 
g Nos. 

3. DPS : BARC : MIA : 15904 due on 12.3.82. Self Indenting Dial 
Platform, Scale capacity .‘00 x I kg. I No. 

4 DPS : BARC' : MIA : 15898 due on 12.3.82. Beta gamim Conta¬ 
mination Monitor, Range from ^0-5000 count s/acc. 4 Nos. 

5. DPS : VEC : MIA . 615 due on 15 3.82 Funclion Generator with 
frequency 50 MHz with output voltage more than 10V. 1 No. 

6. DPS : HWP : MIA : 832 due on 15.3.82. Temp. Recorder six 
points with range 0 to 10UO M ( \ accuracy ±0.5% of span, 1 No 

7. DPS : RREFRE : MIA : 249 due on 16.3 82 Area gamma monitor 
having ^ decade logarithmic icale from (\1 mR/hr to 100 mRhr. 10 Nos. 

8. DPS : PPED : 006 : MIA : II due on 16.3.82. Data display 
Terminal (CRT) with screen si/c 300 mm with character lines of 80 per 
20 times. I No. 

9. DPS : BARC : MIA : 15893 due on 17.3.82 Microcomputer 
System based on S bit CPU complete with Hoppy Disc Drive Display 
unit, etc. I No. 

10. DPS ; BARC : MIA : 15896 due on 17.3 82. Alpha contamina¬ 
tion Monitor with alpha detector having couni rate meter range from 10 to 
1000 counts sec. I No. 

11. DPS : BARC : MIA : 15910 : dilc on 18.3.82 Repairs and supply 
of 5 kw capacity ultrasonic frequency generator, 1 No. 

12. DPS : NAPP : PPED : M!A : 58 due on 19.3 82. Channel Flow 
Ventures for Heavy Water at a pressure of 100 kg/sq cm. at a temp, of 
265°C. 38No*. 

13. DPS : HWP : MIA : 835 due on 10.3 82. Industrial Conductivity 
indicating Controllers with range 0 1 to 1(0 microhms, accuracy -I 1% FSD. 
3 Nos 

14. DPS : HWP : M'A : 836 due on 19.3.82. Industrial pH ind eat¬ 
ing C ontrollers having range of 0-14 pH, accuracy ±0.14 pH. complete 
with electrode system & potentiometric recorder. 3 Nos. 

15 DPS : BARC : M'A : 15915 due on 20.3.82. CRT data terminals 
with display screen 30 ems and formal MO characters per line X 24 lines 
minimum. 16 Nos. 

16. DPS : R-5 : MI V : 236 due on 20 3 82. Industrial Camera for 
X-ray. 1 No. 

17. DPS : BARC . ELE : 16599 due on 23.3.82. 11 K V I 0 sq. mm 

3 core aluminium conductor as per IS 8130 and tender specification Q v. 
2000 Mtrs, 

18 DPS : PREFRE : CAP 107 due on 23 3 82. Hydraulic System 
consisting of three power packs foi blade holder, main gag and aux. gag 
of V<0, 220 and 70 kgi respectively as pci purchaser’s specification. I No. 

19. DPS : NAPP : PPED : FAB : 159 due on 24.3.82. Manufacture, 
supply, inspection, testing and guarantee of Upper Thimble Sub assemblies 
and Lower Thimble Sub-assemblies and its components as per pu chaser's 
specification and drawing 1 -. 

20. DPS : AMD : CAP : 590 due on 25.3.82, Shovel Loader as per 
purchaser’s specification, 1 No. 

21. DPS : NFC : CAP : 755 due on30 3 82. Water ring vacuum pump 
with suction capacity of 7 2 cubic metres per minute as per purchaser's 
specification I No. 

22 DPS . HWP : CAP : 615 due on 1.4.82. Oil/Water circulating 
unit, SS tank capacity . 100 ltrs. Pump capacity : 28 litres/min as per 
purchaser’s specification. 1 No. 


' 23. DPS :KAH>: PP*D: PPF: !• dua <w 3.S t4 Supply of seamWis 
cold drawn stainless steel tubes for heat exchangers as per purchaser's 
tender document. Qty. 178160 Mtrs. 

24. DPS : PPED : PPF : 1502 due on 4 5.82. Supply of seamless cold ^ 
drawn stainless steel tubes for heat exchangers in different sizes as per pur¬ 
chaser's tender specifications. Qty. 4400 Mtrs. 

25. DPS : KAPP: PPED : PPF : 17 due on 5.5 82 Supply of nickel 
copper alloy (Monel) tubes for heat exchangers in different sizes as per 
purchaser’s tender specifications. Qty. 105550 Mtrs. 

26 DPS : KAPP : PPED : PPF : 18 due on 6 5 82. Supply of nickel, 
iron, chromium alloy tubes for heat exchangers as per purchaser's tender 
specifications. Qty. 862f0 Mtrs. 

Tender documents priced Rs. 10 each for items 1 to 8. 21 and 22; Rs 25 
each for items 9 to 14 and 20; Rs 35 each for items 18 and 19; Rs. 50 each 
for items 15,16 and 17; Rs. 100 each for items 2L 24, 25 and 26 and 
General conditions of contracts priced 50 P. to all items except item 19 
can be had from the Finance and Accounts Officer . Department of Atomic 
Energy. Din derate of Pnrchas and Stores, 3rd Floor. Mohatt t Building, 
Pulton Road .Bombay-400 001, between 10 a.m. to 1 p.m. on all working 
days except on Saturdays Import Lxcncc will be provided only ir the 
items are not available indigenously to all items except item 19, Tenders 
will be received upto 3 p.m. on the due dale shown above and will be 
opened at 4 p m. on the same day. The right is reserved to accept or reject 
lowest or any tenders in part or full withour assigning any reasons. r* 

davp CAS (44D/81 






X 

t 

♦ 

♦ 

t 

X 

t 

t 

t 

X 

X 

l 

♦ 

♦ 

i 

X 

X 

X 

X 

X 

X 

I 

X 

X 

t 

X 

X 

X 

i 


YOJANA 

SILVER JUBILEE NUMBER 

(ENGLISH AND HINDI) 

The Silver Jubilee Numbers are being released at 
a special function in New Delhi on January 25, 1982. 
Shri Vasant Sathe, Minister for Information & 
Broadcasting will preside and Member, Planning 
Commission, Mohd- Fazat will release the issues. 

The bumper Special Number contains articles on 
the burning problem of ENERGY and a comprehensive 
account of 30 Years of Planning. Well illustrated. 

Contributors include : 

• H.N. Sethna 

• Raja Ramanna 

• Dr. M. S Swaminathan 

• Mohd. Fazal 

• 8. B. Chavan 

• Vasant Sathe 

• K. C. Pant 

• Maheswar Dayal etc. 

English edition Rs. 3.00 Hindi Edition Rs. 2.00 
For Copies Contact: 

The Business Manager 
Publications Division 
Patiala House 
New Deihi-110001 

davp 81/299 


► 

I 

: 

t 

; 

x 

t 

X 

X 

X 

X 

X 

X 

X 

X 

X 

4 

v 

X 

X 

X 

X 

X 

X 

X 

X 

t 

t 


326 


JANUARY 29,1982 


EASTERN ECONOMIST 



■ ’r;V."f,>;^r>.; 1 ^^■ ;~r "ffl A . r, '* T7 ':fX' '<:‘‘* ': 


AFFAIRS 


Century Rayon Bags Shram 
Vir Awards Again 

Century Rayon’s 'industrial 
complex near Bombay has ad¬ 
ded another five Shram Vir 
Awards this year to its existing 
tally of 32 such awards won by 
67 of its employees since the in¬ 
ception of the scheme by the 
Ministry of Labour. Mr V. Ven- 
kataramani, one of the reci¬ 
pients of class ‘A’ award this 
year has distinguished himself 
by winning Shram Vir Awards 
for three years in succession. 

This excellent turn out is at¬ 
tributable to the company’s in- 
house suggestion scheme intro¬ 
duced in 1967. Lender this sche¬ 
me Rs 2.3 lakhs have been dis¬ 
bursed so far in the form of 
cash awards to nearly 1800 em¬ 
ployees for their innovative 
suggestions actually adopted to 
improve the efficiency of various 
plants, and obviate the need for 
imported raw materials and 
sjparcs. The suggestion which 
has merited the coveted class 
'A* award of Rs 4,000 m cash 
this year, relates to the utilisa¬ 
tion of waste coal powder for 
steam generation. It will save 
an estimated Rs 5 lakhs worth 
of imported fuel oil consump¬ 
tion annually. 

Other awards pertain to the 
novel idea of inserting sleeves 
on imported screw pumps thus 
saving recurring foreign ex¬ 
change outgo and ensuring smo¬ 
oth transfer of viscose 'liquids to 
rayon yam manufacturing stage. 
Yet another award pertains to 
the idea of flushing out the ac¬ 
cumulated ash from the blast 
pipe of the producer gas plant by 
extending the dummy end and 
dipping it into a water seal pot. 
Devices for saving in steam by 
finding out an optimum entrain¬ 
ment ratio and provision of a 
surface condenser in the process 
of conversion of Glaubers salt 


into anhydrous sodium sulph¬ 
ate, and recovery of waste heat 
of flue gases when LSHS is 
burnt in the combustion cham¬ 
ber, are the other innovations 
recognised by this year’s Shram 
Vir Awards. 

Total benefit to the company 
accruing from the above men¬ 
tioned suggestions from emplo¬ 
yees would come to Rs 15 lakhs 
per year and foreign exchange 
saving in imports will add up to 
Rs 4 lakhs per year. Thus the 
company’s suggestion scheme 
has been of much help in im¬ 
proving manufacturing techni¬ 
ques and reducing production 
costs, besides inculcating a sen¬ 
se of pride and involvement 
among the employees. 

J. K. Synthetics Capital 
Issue 

J. K, Synthetics Limited will 
issue, on February 3, 1982, 
15,62,500 secured Convertible 
debentures of Rs 160 each for 
cash at par aggregating Rs 25 
crores. The proceeds of the 
issue will be utilised to partly 
finance the polyester filament 
yarn expansion project at Kota, 
costing Rs 49.40 crorcs and to 
augment its long term resources 
for working capital require¬ 
ments. The project will add ad¬ 
ditional capacity of 6,000 tonnes 
per annum. 

The issue has many attractive 
features: On conversion allot¬ 
ment of two equity shares of Rs 
10 each at a premium of only 
Rs 10 per share while the cur¬ 
rent market price of its equity 
share is Rs 66; conversion on 
January I, 1983 in less than a 
year; interest of 13.5 per cent 
or more; fully secured and will 
be listed at Delhi, Bombay and 
Culcutta Stock Exchanges. The 
annual return for the first year 
fat present market price of Rs 
66) works out to 74 per cent. 


Of the total issue of Rs 25 
crores, Rs 13 crores have been 
reserved for preferential allot¬ 
ment - Rs 5.50 crorcs for 
equity/preference shareholders 
and debentureholders of the 
company, Rs 1.50 crores for the 
fixed depositors, Rs 4 crores for 
non-resident investors and Rs 
2 crores for promoters, friends, 
relatives, employees and Direc¬ 
tors of the company. 

J. K. Synthetics was incorpo¬ 
rated in May 1943, as an invest¬ 
ment company and in 1958 the 
company received a licence to 
manufacture nylon/perlon yarn. 
The company went into produc¬ 
tion in March 1962 and since 
then the company has never 
looked back. It has rapidly ex¬ 
panded and diversified its activi¬ 
ties substantially and has grown 
into a multi- division multi-pro¬ 
duct company. Today J. K. Syn¬ 
thetics is the only company 
which manufactures all man¬ 
made fibres under one roof in 
India and is also the only com¬ 
pany which has provided tech¬ 
nical know-how for synthetic 
fibres in India and abroad. The 
company diversified its activi¬ 
ties into the field of cement in 
1975 and set up its second ce¬ 
ment unit in 1979. The third 
cement plant will go on 
stream in the current year. 

Kothsri (Madras) 

Debenture Offer 

Kothari (Madras) Ltd. is 
making a public offer of deben¬ 
tures of Rs 10 crorcs which 
will carry an interest at 13.5 
per cent payable half yearly on 
April,1 and October I. Additio¬ 
nal interest at I per cent is pay¬ 
able in any year, if in the prece¬ 
ding year, the company has 
declared a dividend of 20 per 
cent more. Since the company 
has already declared a dividend 
of 22 per cent for the year 
ended June 30, 1981 the deben¬ 
ture-holders will be immediately 
entitled to 13.5 per cent interest 
par annum. 

Every debenture of Rs 100 
will be converted mto two 
equity shares of Rs 10 each at a 
premium of Rs 8 per share on 
October 1, 1983. i.e. out of Rs 
100, Rs 36 will be adjusted 
towards the value of two equity 
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shares and the premium, aft 
the balance Rs 64 will be repaid 
in four equal annual install 
ments in the 7th, 8th, 9th aft 
10th year after the date ft] 
allotment, U 




■vl 


The minimum debentures; 
be applied for is of five de 
lures of Rs 100 each, payable $ 
the rate of Rs 50 per debentii 
on application and the bates* 
Rs 50 per debenture on allf 
ment. /H 

Kothari (Madras) Lintf 
one of the leading indus 
concerns engaged in the pr 
tion of a diversified pt 
range including textiles, p, 
lions, fertilisers and ch 
with considerable years of p 
ductive experience with/ 
annual turnover of around 
52 crores, plans to doubled 
production capacity in cte 
cals in order to man u fad 
66,000 tonnes of Caustic $ 
per annum; 40,000 tonnes 
Liquid Chlorine per annum 
49,500 tonnes of Hydrochl 
Acid per annum. 

The Chemicals Division^ 
the company intends to casfyl 
the increased demand 
chemicals. By 1983, thenati 
demand for caustic soda, a 
chemical, is expected to 
740,000 tonnes against the pj 
duction of only 640,000 t 
leaving a wide gap of I0Q 
tonnes. So is the case with 
demand for other chenri 
This expansion is taking 
right in the existing 
utilising the present facilit: 
technical input and expertisepim 

Gujarat Steel Tubes " ft 

Gujarat Steel Tubes 
(GST), the largest manufactijrai 
and exporter of welded aim 
pipes and tubes in the couftif||i 
entered the capital market Jig 
January 21, 1982, with an I$Sn 
of one lakh 13.5% sectum 
convertible cdbentures of m 
500 each for cash at par agpl 
gating to Rs 5 crores to finSH 
partly the expansion of its |m 
cisioTi tubes project. Out of|R 
total 100,000 debentures, 30j|| 
debentures are offered to; ; ||* 
shareholders and 10,000 
tures to employees, 
associates and directors onf||| 
ferential basis. The companyli 
the first among the units ip mt 
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iee1 tube industry to come out 
pth a convertible debenture 

fflhe company had an excellent 
ifeck record of growth over the 
pars. Its production has in- 
ed substantially from 
J,500MTin 1972-73 to over 
7,000 MT in 1980-SI. The 
lies consequently went up from 
<ls 6.95 crorcs in 1972-73 to Rs 
JS.48 crorcs in 1980-81, a 
towth of 755 per cent. GST’s 
Imports have reached 6 eonti- 
|ents and over 50 countries. 
l | GST proposes to go in for 
ptore sophisticated products 
Ice ERW precision tubes, 
>iler tubes,'API pipes and the 
k;e over the next 4/5 years, 
he present precision tubes 
pject is the forerunner of 
ose efforts and the lirst phase 
expected to cost Rs 5.27 
arcs 

|The investment in GST con- 
r^rtible debentures has several 
|[jltque features and offers very 
ftractive returns to investors: 
|) Automatic entitlement to 
M equity share of Rs 100 at a 
pice of Rs 150 on January I, 
|)83, just 11 months after the 
5sue. The current market 
rice is around Rs 400. (2) ln- 
|restof!3.5 per cent annum 
javable half-yearly. (3) Additio- 
M interest of one per cent per 
&num when the dividend 
jpeoeds 12 per cent on enhanced 
Jpital ofRs 360 crorcs. (4) 
Iji&y liquidity. The debentures 
HI be listed on Ahmcdabad 
Id Bombay Stock Exchanges. 
Fully secured against the 
1 and current assets of the 
||ihpany. 

jindaram Fasteners to 
f'ter Market 

IS undram Fasteners Limited 
(existing company will enter 
^'capital market with an issue 
; 15,55, 555 equity shares of 
jJO each for cash at a pre¬ 
lim ol Rs. 4 per share. Of 
6se, 71,125 shares arc reser- 
for allot mem to cmplo- 
& of the company and 31,25J 
Ires are reserved for allot- 
mt to friends of [directors 
I business associates of the 
ppany. The balance of 
p3,l80 equity shares and the 
Subscribed portion, if any. 
im the number of shares set 
jde for allotment to emplo¬ 


yees and associates of the com* 
pany will form part of the issue 
offered to the public. The subs¬ 
cription list to the issue will 
open on February 1, 1982. 

The issue is being made with 
the followirg objects: (i) To 
comply with one of the condi¬ 
tions laid down by the Govern¬ 


ment bfr India, Ikepakmeiit (m) To augroent 
Company Affairs directing the working capital 
company to offer 49 per cent of company, 
the equity capital of the com- Sundram Fasteners is a mera- 
pany to the public; (ii) To pro- ber of the TVS Group, the 
vide a part of the finance for the pioneers in the automotive 
company’s modernisation, industry in South India. TVS 
replacement and product im- had its beginnings in 1912 
provement programmes; and when it started the first passen- 


the tong 
needs of the 



* The triangle represents the organisation which 
protects the individual represented by the 
circle. 

| * The two triangles represent the basic hanking 

services-deposits and advances- for the 
, upWftment of Society-circle. 

I * The white line encircling the individual symbo- i 

Haas the infinite road to prosperity. 1 

* Finally the triangles signified the Indian tradi- f 

tional way of saying 'Welcome' to the j 

individual circle ! 

1 

• ■ ■ • j 

(A Govt, of India Undertaking) 

Head Office : 1, Tolstoy Marg, New Delhi-110 001 j 

New Bank— For prompt rorvic* ' " ^ , | 
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gerbusservicein South India. 
From there, it has grown into 
a conglomerate of 16 compa¬ 
nies. The Group’s intersets incl¬ 
ude sales and service of cars 
and commercial vehicles by T. 
V. Sundram Iyengar and Sons 
Limited, operation of the largest 
privately owned goods trans¬ 
porting system in India by Sout¬ 
hern Roadways Limited, tyre 
retreading and body building 
services for trucks and buses by 
Surdram Industries Limited and 
general finance by Sundaram 
Finance Limited. 

Tuticorin Alkali 
and Chemicals 

Tuticorin Alkali Chemicals 
and Fertilisers Limited (TAC) 
entered the capital market with 
a public issue of equity shares 
of Rs 6.37 crores. Out of this, 
shares to the value of Rs 2.60 
crores have been reserved for 
preferential allotment to non¬ 
resident Indians, people of 
Indian origin resident abroad 
and investors from Oil Expor¬ 
ting Developing Countries with 
repatriation rights. To the 
Indian public, the company has 
offered equity shares of Rs 10 
each at par for cash to the value 
of Rs 3,76,96,240. The sub¬ 
scription list opened on January 
20, 1982. TAC has been 

promoted in the joint sector by 
Tamil Nadu Industrial Develop¬ 
ment Corporation Limited 
(TIDCO) with M/s Southern 
Petrochemical Industries Cor¬ 
poration Limited (SP1C) as co- 
promoters. 

The plant if poised for the 
production of Soda Ash, a 
much needed heavy chemical 
and Ammonium Chloride, a 
nitrogenous fertiliser from early 
1982. The cost of the project 
is Rs 53.20 crores. This is 
proposed to be met by equity 
share capital of Rs 13 crores 
and Rs 40.20 crores by way of 
loans from financial institutions 
viz. IDBI, 1FC1, ICICI, GIC 
and State Bank of India, State 
Bank of Travancore, Canara 
Bank, Indian Overseas Bank 
and Syndicate Bank. TIDCO’s 
participation in the equity share 
capital would be Rs 588 lakhs, 
SPIC’s participation Rs 75 
lakhs and the balance of Rs 637 
lakhs has been offered to the 
public by way of equity shares. 

idMmm. mmmmr 


The entire public issue oHts 
637 lakhs, has been under¬ 
written by the financial insti¬ 
tutions, banks and brokers. 

The sophisticated plant of 
TAC is being setup at Mulla- 
kadu village near the new port 
of Tuticorin in Tamil Nadu. 
Besides other infrastructural 
facilities like port, railway 
siding, roads etc, Tuticorin also 
boasts of a thermal power 
station of Tamil Nadu Electri¬ 
city Board. The Government 
of Tamil Nadu has declared 
TAC as a continuous process 
industry. The raw materials 
required for the project are salt, 
ammonia, carbon-di-oxide and 
quick lime. 

The company has entered 
into contracts with M/s Hitachi 
Ship Building and Engineering 
Company Limited, Japan popu¬ 
larly known as HITACHI 
ZOSEN, for the supply of 
process know-how, design and 
detailed engineering apart from 
the supply of machinery and 
equipment. 

Sukhjit Starch 

The Sukhjit Starch & Chemi¬ 
cals Limited entered the capital 
market with a public issue of 
secured convertible debentures 
of Rs 100 on January 18, 1982. 
One lakh debentures ofRs 100 
each are being issued for cash at 
par. The debentres carry a rate 
of interest of 13 5 per cent per 
annum with additional interest 
of 1 per cent per annum payable 
if in the immediately preceding 
year the dividend paid by the 
company exceeds 20 per cent. 
Interest will be paid to the 
successful allottees from the 
day immediately succeeding the 
close of subscription list. The 
debentures will be secured by a 
mortgage over the company’s 
fixed assets. Twenty per cent of 
the face value will be conver¬ 
ted into this equity shares of 
the company at par on the 
expiry of just one year from the 
date of allotment of the debeir 
turns, The balance will be rede¬ 
emed in five equal annual instal¬ 
ments from the 8th year. The 
investment is expected to be 
very profitable since the com¬ 
pany’s shares of Rs 10 each are 
quoted around Rs 33 on the 
stock exchange. There is hence 
substantial profit available to 


the debentureholder on the 
coversion. The issue is being 
made to partly finance the com¬ 
pany’s new project for manu¬ 
facture of Dextrose Monohy¬ 
drate and to meet a part of the 
working capital requirements. 

Sukhjit Starch and Chemicals 
was incorporated on March 16, 
1944 and set up a unit for pro¬ 
duction of starch in the same 
year, hi 1967-68 the company 
successfully commissioned its 
liquid glucose plant which 
incidentally was the first totally 
indigenous plant of its kind in 
the country. 

Hero Fibres 

Hero Fibres Ltd entered the 
capital market on January 14, 
1982 with a public issue of 
13,23,000 equity shares of Rs 
10 each for cash at par. The 
issue has been fully under¬ 
written by the all-India financial 
institutions, commercial banks 
and stock brokers. The issue 
is being managed by the Mer¬ 
chant Banking Division of the 
State Bank of India. 


Company’s project envisage 
the setting up of a new spinnm 
mill with an initial instajle, 
capacity of 17,136 spindles i 
village Jitwal Kalan, Diil 
Sangrur, Punjab for the mantf 
facture of cotton earde 
hosiery, acrylic and polyesi 
viscose blended yams in vg 
ous counts. The total cost 
the project has been estin 

at Rs 715 lakhs and js 1_ 

financed by equity capital of 1 
270 lakhs and term loans of J 
445 lakhs (including Cent; 
cash subsidy of Rs 15 late] 
from the all-India finane 
institutions. 

Hero Fibres Ltd. has 
promoted by the Hero 
(P) Ltd. (HCPL) and itsa W 
concerns. Startin g as a sr 
scale unit in 1956, HCPL 
is the largest bicycle 
facturing unit in the count! 
having sold over 12.26 
bicycles in 1979-80. 
and its allied concerns are 
largest exporters of bicycles i 
bicycle parts in the country. M 
1979-80 the turnover of HCjW. 
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| vas Rs 3732.24 lakhs and profit 
| )efore tax was Rs 171.06 lakhs. 

j Reliance Textile 
(Debentures 

| To meet a part of ihe finan¬ 
cial requirements for the pro- 
J grammes under implcmcnta- 
j tion, Reliance Textile Indus¬ 
's tries Ltd proposes to come out 
Coon, with an issue of 40 lakh 
l convertible secured debentu- 
! res of Rs 125 each for an ag¬ 
gregate amount of Rs 50 cro- 
rc$. It is proposed to offer 
J hese 13.5 per cent debentures 
to the existing Indian resi¬ 
dent holders of shares, deben¬ 
tures of series I, II and III 
and fixed depositors of the 
company. It is proposed to 
Offer 5 debentures to every 
shareholder holding upto 50 
shares, 10 debentures to each 
holding upto 200 shares, 15 
debentures to each holding 
Upto 500 shares and 20 deben¬ 
tures to each holding 501 or 
more shares. It also proposes 
to offer 5 debentures each to 
every debenture holder of 


series I, II & III. This offer 
to the existing debentures is 
intended to establish a secon¬ 
dary market for debentures. 

There will be 2 record dates 
for the offer to shareholders 
and debentureholdcrs. The 
first record date will be Jan¬ 
uary 27 and second date will 
be announced later. There 
will be a single record date for 
the fixed depositors as may 
be decided subsequently. 

Onc-fifth of the value of 
every debenture of Rs 125 
(i.e. Rs 25) will be automati¬ 
cally converted into one equity 
share ofRs 10 at a price of 
Rs 25 (inclusive of a premium 
of Rs 15 per share) against 
the present market price of 
about Rs 120 for this share. 
In the event of a bonus issue 
by the company during the 
intervening period, the num¬ 
ber of shares available on con¬ 
version will increase in the 
same proportion in which the 
company's equity capital is 
increased by the bonus issue. 


wMe the premiuni 6f Rs 15 
per share fixed for conversion 
will be reduced pro tanto. 

The company’s turnover in 
1981 has crossed Rs 300 crores 
with an estimated gross 
profit of over Rs 30 crores 
as against Rs 208 crores and 
Rs 18.08 crores respectively 
for 1980. As a result of the 
fuller impact of certain 
schemes completed earlier, the 
total turnover of the company 
is expected to scale a new peak 
of about Rs 450 crores by the 
end of 1982. The gross profit 
of the company this year (after 
providing for interest), may 
touch the new high of about 
Rs 50 crores. 

As the company does not 
expect any tax liability for the 
current us also for the next 
few year 1 ', it will be ■ hie to 
plough back substantial profits. 
The comp ny's reserves and 
surpluses, which were around 
Rs 32 crores at the e d of 
1980, are likely to cross Rs 72 
crores by the end of 1982, 


^ t SBj 

■’“When Its equityfciipltal wiffte" 
about Rs 18 crores. Tbedebt: 
equity ratio of the company 
as at the end of 1982 will be 
in the region of 1.6:1. The 
company’s gross fixed assets 
are Jikely to exceed Rs 250 
crores by end-1982, as against 
Rs 75 crores, at the end of 
1980. 

A crash programme for ad¬ 
ding certain balancing, and ad¬ 
ditional modern equipment 
(including imported machines 
worth about Rs 12 crores) is 
under speedy implementation 
of the company at Naroda, 
near Ahmedabad. 

The company has also laun¬ 
ched a programme to trans¬ 
form the Sidhptir Mills into 
a modern textile unit. 

The implementation of the 
Rs 80 crores polyester filament 
yarn project, in collaboration 
with the US firm, DuPont, is 
expected to be commissioned 
in the third quarter of the cur¬ 
rent year. 





RECORDS 

Current Statistics AND 

STATISTICS 

Wholesale Price Movements 


Index Number of Wholesale Prices 
(Base : 1970-71 =*-100) 

Weight for the week ending Percentage Variation over 

in rela--- 


i Major Group/Group tion to 

*AJ1 Com¬ 
modities* 

2-1-81 26-12-81 5-12-81 
Latest A week 4 weeks 
week ago ago 

Provisional 

7-11-81 3-12-81 

8 weeks A year 
ago ago 

Final 

A 

week 

4 

month 

Two 

months 

A 

year 

ALL COMMODITIES 

1000.00 

278.5 

277.1 

277.7 

280.6 

259.4 

-0.5 

0.3 ( 

->0.7 

7.2 

I. Primary Articles 

416.67 

265.2 

263.1 

263.9 

264.6 

246.1 

— 0.8 

0.5 

- - 0.2 

7.8 

(a) Food Articles 

297.99 

236.8 

234.2 

235.9 

236.5 

212.6 

1.1 

0.4 

-0.1 

11.4 

(b) Non-food Articles 

106.21 

238.8 

238.0 

236.2 

237.4 

231,4 

0.3 

1 .1 

-0.6 

3.2 

(c) Minerals 

12.47 

1,169.0 

1,169.0 

1,167.9 

1,168.6 

1,171.9 

— 

0.1 

Negl. (• 

>0.2 

It. Fuel, Power, Light and Lubricants 

84.59 

437.5 

437.5 

437.5 

437.5 

358.4 

— 


— 

22.1 ; 

III. Manufactured Proudcts 

498.74 

262.6 

261.5 

262.1 

267.3 

254.5 

0.4 

0.2 ( 

-)1.8 

$ 

3.2 S 

(a) Food Products 

133.22 

268.8 

265.6 

269.2 

287.5 

286.8 

1.2 0 

-)0.1 (- 

—)6.5 (- 

-)6.3 j 

(b) Beverages, Tobacco and Tobacco 

Products 27.08 

219.0 

218.9 

218.9 

219.0 

214.2 

Negl. 

Negl. 

— 

2.2 : 

(c) Textiles 

110.26 

223.2 

222.7 

223.1 

223.4 

215.1 

0.2 

Negl. ( 

-)0.I 

3.8 ? 

(d) Paper and Paper Products 

8.51 

289.7 

289.7 

278.8 

279.6 

267.8 


3.9 

3.6 

8.2 

(e) Leather and Leather Products 

3.85 

357.9 

357.9 

366.2 

372.4 

387.0 

- ( 

-2.3) ( 

>3.9 <•• 

>7.5 :• 

(f) Rubber and Rubber Products 

12.07 

290.8 

290.8 

287.0 

290.0 

255.2 

— 

1.3 

0.3 

13.9 • 

(g) Chemicals and Chemical Products 55.48 

262.6 

26 i.9 

261.4 

261.5 

249.0 

0.3 

0.5 

0.4 

5.5 f 

(h) Non-metallic Mineral Products 

14.15 

313.9 

313.9 

313.9 

313.9 

289.4 

— 

— 

— 

8.5'f 

(i) Basic Metals, Alloys and Metal 
Products 

59.74 

312.6 

311.7 

311.5 

312.6 

271.4 

0.3 

0.4 

- . 

15.2 J 

(j) Machinery and Transport Equip¬ 
ment 

67.18 

266.2 

266.1 

264.6 

264.8 

245.9 

Negl. 

0.6 

0.5 

8.3,; 

(k) Miscellaneous Products 

7.20 

241.1 

241.1 

240.6 

240.6 

236.8 

— 

0.2 

0.2 

1.8 


Negl.— Less than ± 0.05 per cent. Source : Office of the Economic Adviser, Ministry of Industry, Government of India. 
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Movements In Consnme^ lNces : 1975-1981 

(Monthly Averages or Calendar Months) (Index Numbers with Base: I960** 100) 


r 

; Ycar/Month 

f 

! 


For Industrial Workers 


For Urban Non-manual Employees 


All-India* Bombay 

Calcutta 

Delhi 

Madras 

All-India** Bombay 

Calcutta 

Delhi— Madras 
New Delhi 

1975-76 

313 

300 

287 

333 

314 

277 

246 

243 

273 

306 

1976-77 

301 

298 

297 

332 

288 

277 

255 

251 

274 

294 

1977-78 

324 

318 

320 

358 

311 

296 

269 

265 

288 

311 

1978-79 

331 

325 

331 

368 

318 

306 

285 

279 

303 

321 

1979-80 

360 

359 

351 

389 

350 

330 

315 

297 

321 

350 

1980-81 

401 

400 

382 

426 

388 

369 

347 

331 

352 

390 

September, 1980 

402 

391 

395 

430 

381 

370 

345 

339 

355 

385 

October; 1980 

406 

400 

393 

438 

388 

375 

356 

342 

357 

389 

November, 1980 

411 

402 

397 

436 

398 

378 

354 

346 

359 

397 

December, 1980 

408 

408 

379 

430 

404 

376 

353 

341 

355 

405 

January, 1981 

411 

409 

379 

434 

403 

378 

352 

339 

359 

405 

February, 1981 

418 

420 

384 

434 

409 

382 

357 

343 

361 

411 

March 1981 

420 

423 

385 

438 

410 

385 

359 

345 

367 

412 

April, 1981 

427 

435 

397 

448 

412 

391 

372 

348 

372 

414 

May, 1981 

433 

442 

399 

453 

420 

396 

377 

353 

377 

420 

June, 1981 

439 

450 

406 

461 

428 

401 

380 

358 

383 

426 

July, 1981 

447 

459 

408 

476 

452 

411 

387 

364 

397 

434 

August, 1981 

454 

462 

412 

480 

457 

417 

394 

368 

408 

440 

September, 1981 

456 

458 

423 

480 

455 

418 

396 

372 

403 

441 

October, 1981 






420 

400 

376 

402 

445 


♦Based on indices of 50 centres. **Bascd on indices of 45 centres. 

Sources : Labour Bureau (Ministry of Labour), Government of India and CSO, Ministry of Planning, Government of India. 


Index Numbers of Industrial Production: 1975-1981 

(Monthly Averages or Calendar Months) (Base: 1970 100) 


Year/Month Souilc Classification Use-based Classification* input-based Classification* Sectoral 

Indicators* 



General Mining 
Index and 

(Crude) Quar¬ 
rying 

Manu¬ 

facturing 

Electri¬ 

city 

Basic 

Indus¬ 

tries 

Capital 

Goods 

Indus¬ 

tries 

Inter¬ 

mediate 

Indus¬ 

tries 

Consumer Goods 
Industries 

Agro- 

based 

Indus¬ 

tries 

Metal- 

based 

Indus¬ 

tries 

Chemi¬ 

cal- 

based 

Indus¬ 

tries 

Trans- Energy 
port Out- 
Equip- pui@ 
ment & 

Allied 

Industries 

Total 

Durable 

Goods 

Non¬ 

durable 

Goods 

Weight 

100 00 

9-69 

81-08 

9-23 

32-28 

15-25 

20-95 

31 -52 

3-41 

28-11 

33 -68 

21 -93 

12-86 

10*79 

18-51 

1975 

119 2 

127 *9 

116 0 

138 -6 

129 -0 

130-1 

113-7 

107 -4 

106-0 

107 -6 

106-1 

123-1 

128-9 

116-1 

132-0 

, 1976 

133 7 

136 -8 

130-3 

160-3 

147 -5 

143-8 

122-2 

118-4 

120-0 

118-2 

112-2 

135-4 

151 -0 

132-6 

146-6 

j 1977 

138 3 

139 -9 

H5 1 

165 -4 

155 0 

151 -7 

125 -8 

126-0 

137-0 

124-6 

114-8 

144-8 

161 -4 

130-9 

151-4 

!' 19^8 

147 8 

142 -2 

144-4 

183-6 

162 -4 

156-8 

135 -8 

138 -3 

147-9 

137*1 

124 -5 

154 -3 

177-8 

132-0 

163 -1 

}' 1M79 

149 5 

148-5 

144 7 

193 -0 

166-2 

161 -0 

139-6 

135 -3 

156 -8 

132-7 

121 -6 

157-7 

183*2 

134 -6 

171 -6 

* 1980 

150 6 

144-2 

1461 

197 -3 

164 6 

168 4 

140-7 

135.9 

162 3 

132-7 

125 -3 

162-2 

178 8 

136 6 

171 0 

1 April, 1981 

156 2 

160 0 

148 -6 

219-1 

180-9 

162 0 

143 8 

138-2 

164-2 

135-1 

125-6 

159 2 

189-8 

136-8 

188 -9 

f May, 1981 

156 0 

159-0 

149-9 

223 -0 

183-7 

163 7 

145 -6 

137-1 

161 -0 

134 -2 

125 -5 

159-5 

196 4 

141 -4 

193-1 

| June,19S1 

15H 9 

159 0 

150 6 

213 7 

182-8 

164-6 

143-3 

138 3 

164-3 

135 -2 

126-9 

160-3 

194-7 

147-6 

187-8 

\ July, 1981 

162 -9 















1 August. 1981 

161 8 















!■ September, 1981 

163 2 















j A year ago! 

150 3 

130 -0 

138 -6 

176-5 

150-9 

161 -0 

136-0 

126-1 

162-5 

121 -7 

li7 -6 

156*1 

167-4 

131 -3 

155-7 


| Note: -Figures foi the last three months are provisional and generally subject to revision. *Derived series (R.B.l. Classification). Revisions are carded 

I out in the group indices as and when advised by the C.S.O. @Consisis of coal and lignite, petroleum crude and products, and electricity. 

I leisures in this row 1 elate to that month in the previous year corresponding to the latest month for which data are presented. 

Original Source: Central Statistical Organisation. 

I 
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Statemnrt ofAffnirc of the Rent**3uk of ladte : 1977-78 to 19S1 

(Issue and Banking Departments Combined) (Rs. Crores) 


As on last Friday/ 


LIABILITIES 


Total 




ASSETS 





Notes 


Deposits 


Other 

ties/ 

Foreign 

Gold Govern- 

Loans and Advances 

Bills 

Invest- 

Other 

Friday 

in 

Circula¬ 

tion 

Total 

Of i 
Central 
and 
State 
Govern¬ 
ments 

which 

Scheduled 

Commer¬ 

cial 

Banks 

Liabili¬ 

ties 

Assets 

1 + 2+3 
« Total 
Stoll 

Exchange Com 
Assets 1 and 

Bullion 

mem 

of India Total 
Rupee , 

Securities 

Of which Pur- ments 

State Sehe- chased 

Govern- duled and 

ments 2 Com- D ‘ s “ 

metcial c<>unted 

Banks 

Assets* 


( 1 ) 

( 2 ) 

( 2 a) 

( 2 b) 

(3) 

(4) 

(5) 

( 6 ) 

(7) 

( 8 ) 

( 8 a) 

( 8 b) 

(9) 

( 10 ) 

<n> 3 

1977-78 

8,602 

6,287 

2,771 

1,674 

2,927 

17,816 

3,889 

193 

6,645 

2,106 

402 

331 

2,809 

1,077 

1,096 

1978-79 

10,267 

4,876 

723 

2,634 

3,222 

18,365 

4,655 

219 

7,366 

2,352 

170 

346 

1,675 

852 

1,246 , 

1979-80 

11,820 

5,863 

710 

3.634 

4,169 

21,852 

4,782 

225 

8,891 

2,780 

191 

739 

2,516 

1,255 

1,404 i; 

1980-81 

13,733 

6,520 

789 

4,092 

5,108 

25,361 

4,320 

226 

11,110 

3,504 

599 

589 

3,162 

1,593 

1,446 \ 

June, 1981 

14,436 

6,044 

71 

4,517 

5,487 

25,967 

3,932 

226 

11,820 

3,656 

1,042 

564 

2,826 

2,036 

1,471 ; 

July, 1981 

14,445 

8,783 

2,268 

5,006 

5,144 

28,372 

3,932 

226 

11,820 

3,674 

1,013 

546 

5,236 

2.036 

1,448 

August, 1981 

13,586 

8,797 

2,531 

4,543 

5,251 

27,634 

3,436 

226 

13,032* 

3,445 

697 

562 

4,980 

351** 

2,164 l 

r September, 1981 

13.545 

6,974 

800 

4,709 

5,376 

25,895 

3,319 

226 

12,835* 

3,630 

762 

586 

4,237 

360** 

1.288 ? 

October, 1981 

14,350 

6,277 

60 

4,750 

5,669 

26,296 

3,244 

226 

15,648* 

4,123 

1,129 

652 

1,406 

370«* 

1,280 + 

November, 1981 

14,102 

6,087 

78 

4,584 

5,808 

25,997 

3,121 

226 

15,298* 

4,111 

1,137 

57- 

1,650 

323** 

1,269 t 

December 4, 1981 

14,331 

6,750 

75 

4,897 

5.924 

27,003 

3,417 

226 

15,862* 

4,282 

1,232 

599 

1,574 

333** 

1,308 ■ 

December 11, 1981 

14,476 

6,731 

218 

4,799 

5,889 

27.097 

3,363 

226 

16,094* 

4,219 

1,060 

672 

1.555 

333 ** 

1,310 \ 

December 18, 1981 

14,275 

6,468 

57 

4,679 

5,998 

26,740 

3,318 

226 

15,389* 

4,372 

1,209 

628 

1,725 

330** 

1,382'' 

A year ago 

13,004 

6,228 

809 

3,847 

4,456 

23,690 

4,463 

226 

11,928* 

3,120 

486 

513 

2,232 

362** 

1.358 


1 Foreign securities plus balances held abroad. The latter includes cash, short term securities and fixed deposits. 2 Including temporary overdrafts. f 
3 Including rupee coins and Government of India one rupee notes. * Including ad-hoc treasury bills. ** Includes investments in foreign sharcs/bondv 
but excludes those in rupee securities. , 4 


All Scheduled Commercial Banks -Business in India : 1977-78 to 1981 ^ 

1 

(Amounts in Rs. Crores; !| 


As on last Friday/ 
Friday 


Deposits 

Borrow- Cash in hand and 

Investments 

Bank Credit 4 

Select Ratios 

(m per cent). $ 

Demand Time Aggre- from 
gate Reserve 
(la fib) Bank 1 

Reserve Bank® 

Cash Balances Total 
in with 3a+3b 

hand Reserve 

Bank 1 

Govern 

ment 

Securi¬ 

ties* 

- Other 
Ap- 

■ proved 
Securi 
ties 

Total Total Of which 
(4a-f4b) Food 

1 Ci edit 

Cash 

to 

Deposit 

Invest¬ 

ment 

to 

Deposit 

Credit 

to 

Deposit 

‘ -^ 

Food i 
Credit 1 

10 1 
Total ..I 

Bank | 

Credit 


(U) 

(lb) 

(1)« 

(2) 

(3a) 

(3b) 

(3) 

(4a) 

(4b) 

(4) 

(5) 

(5a) 

(6) 

(7) 

(8) 

(9)~i 

1977-78 

4,872 

17,340 

22,212 

331 

469 

1,674 

2,143 

5,907 

1,990 

7,897 

14,939 

1,984 

9-65 

35-55 

67 -26 

13 -28 1 ' 

1978-79 

5.826 

21,190 

27,016 

546 

557 

2,634 

3,191 

6,621 

2,488 

9,109 

17,795 

2,210 

11 -81 

33 -72 

65 -87 

12-42'j| 

1979-80 

6,643 

25,116 

31,759 

739 

616 

3,634 

4,250 

7,444 

3,181 

10,624 

21,537 

2,100 

13-38 

33 -45 

67-81 

9.75* 5 

1980-81 

7,856 

29,991 

37,847 

589 

756 

4,092 

4,848 

9,079 

4,112 

13,190 

25,270 

1,759 

12-81 

34 -85 

66-77 

6-96 

June, 1981 

8,148 

32,036 

40,184 

564 

936 

4,517 

5,453 

9,976 

4,246 

14,222 

26,40) 

2,213 

13.57 

35. 39 

65 -70 

8. 38 J 

July, 1981 

8,080 

32,607 

40,687 

546 

844 

5,006 

5,850 

10,567 

4,304 

14,871 

26.803 

2,168 

14 38 

36- 55 

65 88 

8 -09 : 

August, 1981 

8,141 

32,847 

40,988 

562 

835 

4,543 

5,379 

10,560 

4,380 

14,940 

26,791 

2,022 

13 12 

36 *45 

65 -36 

7-55 - 

September, 1981 

8,019 

33,371 

41,390 

586 

824 

4,709 

5,533 

10,333 

4,501 

14,835 

27,035 

1,875 

13 37 

35 84 

65 -32 

6-94 i 

October 1981 

8,275 

33,690 

41,965 

625 

866 

4,750 

5,616 

10,077 

4,668 

14.745 

27,854 

1,019 

13 -38 

35-14 

66-37 

6*89 ; 

November, 1981 

8,311 

33,981 

42,291 

572 

863 

4,584 

5,447 

10,486 

4,761 

15,247 

28,128 

2,990 

12 88 

36 05 

66 51 

7-43;3 

December 4,1981 

8,252 

31,107 

42,359 

599 

859 

4,897 

5,756 

10,106 

4,764 

14,870 

28,252 

2,150 

13-59 

35-10 

66 -70 

7-61 % 

December 11, 19818,265 

34,187 

42,452 

672 

841 

4,799 

5,640 

10,174 

4,781 

14,955 

28,411 

2,213 

13-29 

35-23 

66-92 

7*79 

December 18, 1981 8,305 

34,222 

42,528 

628 

833 

4,679 

5,512 

10,192 

4,796 

14,988 

28,634 

2,260 

12-96 

35 -24 

67-93 

7*89 .j 

December 25, 1981 8,886 

34,546 

43,432 

622 

859 

4,567 

5,426 1 

10,082 

4,796 

14,878 

29.081 

2,304 

12-49 

34 -26 

66 96 

7*92 ; 

January 1, 1982 

9+14 

34,840 

43,954 

614 

904 

4,398 

5,302 1 

10,197 

4,818 

15,015 

29,567 

2,423 

12 06 

34 16 

67 -27 

8 19 

A year ago 

7,522 

29,745 

37,267 

539 

789 

4,085 

4,875 

9,141 

3,917 

13,059 

24,696 

2,087 

13-08 

35 04 

66 -27 

8-45 


1 As available in the Reserve Bank records. 8 As pet the statement of affairs of the Reserve Bank of India. 3 At book value; including 
treasury bills and treasury deposit receipts, etc. 4 Effective July 27, 1979, the data are inclusive of all participation ceitificatcs (PCs) issued by 
scheduled commercial banks, i.e. to other banks and financial institutions. Prior to this date, the data were inclusive of PCs issued to banks | 
only and not to financial institutions. j 
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I 


A% on last Friday/Friday 


i 


Money $tock«bttora 


(Rs, Crorei) 


Currency with Deposit Money Post 

the Public of the Public Mi Office 

- - (1 + 2) Savings 

Total Of which Total Of which Bank 

Notes in Demand Deposits 

Circulation Deposits 

with Banks 


Time Total 

M 2 Deposits M s Post M 4 

(3+4) with (3 + 6) Office (7+8) 
Banks Deposits 



(i) 

(la) 

(2) 

(2a) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(») 

1977-78 

8,631 

8,631 

5,757 

5,687 

14,388 

1,677 

16,065 

18,518 

32,906 

4,130 

37,036 

1978-79 

10,220 

10,212 

7,009 

6,843 

17,229 

1,850 

19,079 

22,632 

39,861 

4,777 

44,638 

1979-80 ■ 

11,69 V 

11,789 

8,248 

7,857 

19,947 

2,036 

21,983 

26,845 

46,792 

5,658 

52,450 

1980-81 

13,461 

13,688 

9,807 

9,396 

23,268 

2,238 

25,506 

32,046 

55,314 

6,512 

61,826 

April, 1981 

13,856 

14,095 

9,668 

9,404 

23,524 

2,191 

25,715 

32.840 

56,365 

6,500 

62,865 

May, 1981 

14,052 

14,342 

9,664 

9,505 

23,716 

2,157 

25,873 

33,476 

57,192 

6,520 

63,712 

June, 1981 

13,969 

14,393 

9,918 

9,796 

23,888 

2,145 

26,033 

34,251 

58,139 

6,530 

66,669 

July, 1981 

14,070 

14,042 

9,915 

9,728 

23,985 

2,149 

26,134 

34,821 

58,806 

6,562 

65,368 

August, 1981 

13,219 


9,961 

9,780 

23,180 



35,066 

58,246 



September, 1981 

13,191 


9,824 

9,665 

23,015 



35,586 

58,601 



October, 1981 

13,955 


10,089 

9,918 

24,044 



35,898 

59,942 



November, 1981 

13,716 


10,100 

9,965 

23,816 



36,243 

60,059 



December 4, 1981 

13,948 


10,102 

9,914 

24,050 



36,372 

60,422 



December 11, 1981 

14,112 


10,045 

9,916 

24,157 



36,446 

60,603 



A year ago 

12,937 


8,796 

8,404 

21,733 



30,570 

52,303 




Sources of Change in M, 


(Rs. Crores) 


As on last Fiiday/ Net Bank Credit to Bank Credit to Net Foreign Exchange Govern- Banking Sector's Net 

Friday Government Commercial Sector* Assets of Banking Sector ment’s Non-monetary Liabilities 

-Currency (Other than Time Deposits) M* 



RBI's 

Net 

Credit 

Other 

Banks' 

Credit 

Total RBI’s 

(la + lb) Credit 

Other 

Banks’ 

Credit 

Total 

(2a+2b) 

RBI’s 

Other 

Banks’ 

Total 
(3aH 3b) 

Liabilities 
to the 
Public 

of RBI Residual Total 
(5a+5b) 

(1+2 

3+4 

-5) 


da) 

(lb) 

(0 

(2a) 

(2b) 

(2) 

(3a) 

(3b) 

(3) 

(4) 

(5a) 

(5b) 

(5) 

(6) 

1979-80 

12,405 

7,696 

20,101 

1,546 

29,086 

30,630 

5,388 

—93 

5,295 

592 

4,558 

5,268 

9,826 

46,792 

1980-81 

16,443 

9,363 

25,806 

1,700 

34,621 

36,320 

4,775 

—93 

4,682 

609 

5,362 

6,741 

12,103 

55^14 

April. 1981 

16,000 

10,515 

26,515 

1,709 

34,951 

36,660 

4,607 

-47 

4,560 

611 

4,993 

6,988 

11,981 

56,365 

May, 1081 

16.496 

10,395 

26,891 

1,689 

35,480 

37,169 

4,496 

—47 

4,449 

611 

4,996 

6,931 

11,928 

57,192 

June, 1981 

17,278 

10,282 

27,560 

1,689 

35,906 

37,595 

4,248 

—47 

4,200 

611 

5,107 

6,720 

11,827 

58,139 

July, 1981 

17,462 

10,872 

28,334 

1,764 

36,366 

38,13! 

4,248 

—47 

4,200 

611 

4,777 

7,693 

12,470 

58,806 

August, 1981 

16,195 

10,876 

27,071 

1,759 

36,322 

38,081 



3,623 

609 

4,390 

6,748 

11,138 

58,246 

September, 1981 

17,054 

10,652 

27,706 

1,784 

36,664 

38,448 



3,515 

611 

5,159 

6,520 

11,679 

58,601 

October, 1981 

18,134 

10,400 

28,534 

1,776 

37,718 

39,494 



3,496 

614 

5,441 

6,755 

12,196 

59,942 

November, 1981 

18,017 

10,808 

28,825 

1,801 

38,081 

39,882 



3,326 

614 

5,587 

7,001 

12,588 

60,059 

December 4, 1981 

18,604 

10,427 

29,031 

1,835 

38,216 

40,057 



3,332 

614 

5,661 

6,945 

12,606 

60,422 

December 11, 1981 

18,500 

10,495 

28,995 

1,855 

38,394 

40,249 



3,277 

614 

5,621 

6,911 

12,532 

60,603 

A year ago 

14,349 

9,402 

23,751 

1,619 

31,926 

33,545 



4,791 

606 



10,390 

52*303 


* Includes public sector enterprises. 
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January 27 

India and Sri Lanka signed a revised 
convention in furtherance of the double 
taxation avoidance agreement existing 
between the two countries 

There has been a phenomenal increase 
in India’s domestic public debt during 
the last 30 years, accoi ding to UN Sta¬ 
tistical Year Book. The domestic public 
debt (market loans, treasury bills and 
other securities), which stood at Rs 2,023 
crores at the end of 1950-51, is expected 
to rise to Rs 34,189 crores by the end of 
the current financial year. 

January 28 

Preliminary investigations conducted 
by the Geological Survey of India show 
a copper deposit stretching to a seven 
km belt in South Andamans. 

An agreement has been reached with 
* the United Arab Emirates for a sub¬ 
marine cable link between Bombay and 
the United Arab Emirates. 

January 29 

The pound sterling became 10 paise 


Week 

costlier following the Reserve Bank of 
India’s devaluation of the rupee by 0.58 
percent. RBI fixed the new middle rate 
at Rs 17.20 per pound against the earlier 
Rs 17.10 per pound. 

External Affairs Minister, Mr P.V. 
Narasimha Rao, and Pakistan Foreign 
Minister, Mr Agha Shahi, had a preli¬ 
minary exchange of views on important 
bilateral issues. 

India initiated an official-level dia¬ 
logue with the EEC Commission to sort 
out a number of irritants in its textile 
exports to the EEC countries. 

January 30 

The Government has issued a formal 
order abolishing the posts of special 
assistants to Ministers, except in the 
case of the special assistant to the 
Prime Minister. 

Oil and gas have been struck at 
Kathodra Pardi village in Gujarat’s 
Broach district. 

The official wholesale price index 
for all commodities declined to 278.7 


- r r ..u >tt 1 

(provisional) during die week ended 
January 16 from 279.5 a week ago, 
following a decline in the indices of food 
articles and food products. 

January 31 

The Uttar Pradesh Government has 

decided to relax rules for issuing fire¬ 
arms licences to all Harijans who want 
to have them for self-defence. 

The Union Irrigation Ministry has 
sought from the Planning Commission 
an additional Rs 150 crores this year to 
meet the new target of augmenting irri¬ 
gation potential in the country by three 
million hectares. 

The next round of Assam talks in New 
Delhi will be devoted to working out a 
formula for detection of foreigners, 
among other things. Mr Ravindra 
Verma, General Secretary of the Janata 
Party, told newsmen at Gauhati. 
February 1 

India and Pakistan have agreed to 

boost trade between the two countries 
and a trade delegation from India will 
soon visit Pakistan to work out the 
modalities. 

The price of gold for purposes of the 
scheme for export of jewellery against 
gold supplied by foreign buyers has 
been reduced further to Rs 1,207 per 
10 gm or $403.50 per ounce for Feb¬ 
ruary 1982. 

Several new areas identified for co¬ 
operation in science and technology bet¬ 
ween India and the Soviet Union at the 
second meeting of the Indo-Soviet sub¬ 
commission on science and technology. 
February 2 

The pound sterling became 15 paise 
cheaper following upvaluation of the 
rupee by the Reserve Bank by 0.88 per 
cent. RBI has fixed the new middle 
rate at Rs 17.05 pei pound against the 
earner Rs 17.20 per pound. 

A 50 per cent rise in telephone and 
telex rentals and increased fees for 
money orders, registration and tele¬ 
grams was announced by the Posts and 
Telegraphs Department. 

A National Institute of Information 
Technology has been set up to train per- 
sonnal in handling computers. 

United States immigration authori¬ 
ties have barred the entry of Dr Jagjit 
Singh Chauhan, self-styled President of 
Khalistan. 
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On the No-War Path 


The first round of no-war talks between India and Pakistan 
merits muted applause. The nature of progress on various 
concepts and phrases was not spelled out by the two Foreign 
Ministers, Mr Narasimha Rao and Mr Agha Shahi. But the 
joint statement issued.by them at the end of their talks brimmed 
with cautious optimism. They said “the air had been suffi¬ 
ciently cleared to facilitate specific consideration of the elements 
which could constitute the substance of such an agreement. A 
measure of mutual understanding was reached on a number 
of these elements.” Eagar beavers might complain that this 
does not amount to very much. Bui even this must be regard¬ 
ed as satisfactory in the light of the extreme suspicions each 
side has about the other’s motives. The distrust spawned over 
three decades will not disappear overnight. Indeed, speedy 
progress at the talks would have been viewed with suspicion 
by the public in both countries, particularly Pakistan (where 
there arc fears that a no-war pact will amount to a sell-out of 
national interests). 

Words arc cheap, action is what counts. The success of 
the talks is best measured by the fact that the second round of 
talks has been scheduled for mid-February. It is rare that 
discussions are resumed so soon. It is worth mentioning that 
there was a gap of five months between Huang Hue’s visit to 
India and the first round of talks in China on the border 
question, and nobody has even bothered to set a date for the 
next meeting. It is a sign of earnestness on both sides that Indo- 
Pakistani discussions are proceeding at a much faster pace. 

The proposal to set up a joint commission is another posi¬ 
tive sign. It will act as a permanent consultative body to 
discuss trade, transport, educational and cultural matters as 
well as political issues. India already has such joint commis¬ 
sions with SOather countries. It would be difficult to argue 
that they serve any great purpose. By and large they merely 
provide free trips to bureaucrats of both sides to visit each 
other and exchange banalities. But even these can be defended 


as forums for promoting goodwill and re-affirming friendship, 
something which is far more necessary in the case of India and 
Pakistan than, say, India and Outer Mongolia. 

We have in the past deplored Mrs Candid's tardy response 
to the Pakistani no-war offer. She more than made amends 
last week-end. She told visiting Pakistani journalists that India 
would never attack Pakistan, and that India was willing to sign 
a treaty of friendship with Pakistan along the same lines as the 
Indo-Soviet Treaty of 1971. Members of the Pakistan press like 
Mr Suleiri of the Pakistan Times, were quick to dismiss this as 
an off-the-cuff gimmick which was not even discussed at the 
official talks. But Mr Agha Shahi was just as quick to welcome 
Mrs Gandhi’s remarks. He could have taken the stand that no^ 
official offer had been received—this was precisely the bureau- 
cratic attitude Mrs Gandhi took when Pakistan made its no¬ 
war offer. But Mr Shahi was clearly more positive than his 
country’s journalists were. 1 

This carries hope and a moral. It carries the hope that 
something will come out of the discussions, no matter how pro¬ 
tracted or difficult they may be. Arid it also carries the moral 
that the leaders of the two countries will have to persuade their 
own people to take a more positive view of each other. 

Jn one sense, the no-war pact is irrelevant. The Simla 
Pact is already a no-war pact in all but name—it prohibits the 
use of force—and both countries swear by it. There are Indian 
suspicions that Pakistan had suddenly come up with a no-war 
offer (after rejecting the idea for 32 years) simply to get it off 
the hook following Indian criticism of its arms build-up and 
nuclear programme. Pakistan protests that it is simply making 
the offer at this stage to assuage Indian fears that the arms it is, 
acquiring from the USA w.ll be used against India. Pakistan^ 
in turn is suspicious that India’s slowness in reacting to its no¬ 
war offeT may indicate war-like intentions. 

There is no doubt a propaganda element in the approach 
of both sides. Both wish to appear as good guys, while invok- 
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about thb other. But even hetfe one must give 
due credit to Mr AghaShahi. He said that Pakistan did not 
daim any originality in its no-war offer. This should help 
%duce the blood pressure of those in South Block who are 
^apoplectic that Pakistan should be making capital out of its no- 
war offer after rejecting a similar Indian proposal. 

A no-war pact will be little more than a re-affirmation of 
the principles of the Simla Agreement forbidding the use of 
force in settling disputes. But there is still need for such re¬ 
affirmation. 

For one thing there have been differences in the interpreta¬ 
tion of the Simla Agreement. India complains tha f Pakistan 
has raised the Kashmir issue in international forums in spite 
of the Simla Pact's reference to bilateralism. India would like 
to bind Pakistan to a strict interpretation of non-alignment 


which would place limits on American military involvement in 
that country. Pakistan wants room for manoeuvre, and pre¬ 
fers a general enunciation of rights and duties as laid down 
in the UN Charter. Both sides pay lip service to all these 
ideas. The problem is how to come up with a phraseology 
which satisfies the nuances of interpretation by the two sides. 

Even if the talks drag on for ages without concrete results, 
they are to be commended. For, the atmosphere created by a 
continuing dialogue, no matter how sterile, is better by far 
than the war-mongering that has been going on in both coun¬ 
tries for months. The only beneficiaries of this war-mongering 
have been generals who want new weapons, and multinationals 
that supply such weapons. The ability of the generals to cor¬ 
ner an increasing share of scarce resources will be blunted by 
the no-war talks. And that alone is sufficient reason to perse¬ 
vere with them. 



West Bengal Poll-itics 


Tin incision of the Flection Commission to postpone the 
publication of West Bengal’s revised electoral rolls has created 
jubilation among the political patties opposed to the Left 
Front. It was scheduled to be released on February 1 but 
was doFcircd in view of the huge number of complaints of 
irrcgulantics, into which the Commission had to enquire 
Mr Ajit Panja, former President of the West Bengal Congress(I), 
hailed the announcement as “a grand victory for the voters”, 
and he expressed the hope that the lists would be thoroughly 
investigated before holding the next elections to the Assembly. 
Mi P.C. Sen, the Janata leader, remarked that his party was 
happy at this decision. He reiterated that the pie>em voters’ 
lists contained the names of teenagers and bogus voters while 
those of many genuine ones had been omitted. The Left 
Front leaders, of course, strongly criticised the Commission’s 
h action, describing it as another attack on the norms of election 
process and a grave danger to parliamentary democracy. 

The Commission may be expected to complete its enquiries 
expeditiously, in which case the poll may be held before 
June 24. But the Commission can do its job only if the 
Left Front and the opposition parties refrain from adopting 
an obstructive approach. The fact that the election could 
not be held by March 15 should not unduly worry the Front. 
Jf it sincerely believes that its record in office in the last five 
years has been really commendable and that its rule has 
substantially benefited the workers, the peasants and the 
middle classes, why should the postponement of the poll by 
just a few weeks cause so much concern? The Front there¬ 
fore should fully cooperate with the Commission in its efforts 
to eradicate the alleged irregularities. The Front should 
realise that its victory in the election under the revised voters’ 
lists would be far more creditable than it would be if it is held 
t without giving opportunity to the Commission to probe into 
the complaints. 

The parties opposed to the Front should also adopt a more 
realistic attitude. They should remember that even after 


careful revision, the voters’ lists cannot be wholly free from 
errors. Under the kind of adult sufleragc prevalent in the 
country, it is practically impossible to ensure such a situation 
especially when all political parties, whether in office or in the 
opposition, do not hesitate to resort to unfair means of various 
kinds if these would help them to win more votes. In these 
circumstance, how could the parties hope for ideal conditions 
to prevail for holding the elections? 

The controversy over the voters* lists has been going on 
for about a year although the complaints have become more 
vociferous in recent weeks. The parties opposed to the Front 
have been concentrating all their attention on this aspect with , 
the result that its performance (or non*performance) in office 
has hardly come in for criticism. With the approach of the , 
election, one would have expected the opposition parties to i 
highlight the mistakes and misdeeds of the Government and 
present the voters with their own programmes. But the 
parties have failed in this respect and it seems doubtful if, 
with the limited time at their disposal at present, they could ^ 
effectively expose the weaknesses of the Government and 
exploit them to their advantage. \ 

The opposition parties could have drawn the people’s | 
attention to the economic situetion in the State with parti- f‘ 
cular reference to the mounting unemployment, the virtual ]\ 
stagnation m industrial development, the increasing incidence 1 
of industrial sickness, the flight of capital from West Bengal, * 
the chaos in the transport system, and the implications of the v 
excessive resort to ove id rafts. But these parties have failed , 
to project such issues before the public. Meanwhile, the Left 
Front has been strengthening its hold on the masses, and the (S 
CPI(M) in particular has been effectively utilising its team of f 
disciplined and dedicated party workers to improve its popular ; 
image. The delay in holding the election may prove to be a 
blessing to the Front since there seems to be little prospect of * 
its opponents evolving and implementing a joint strategy to x 
win. 
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Hpy fbo(l§bte 


M r Rajiv Gandhi spent most of 1981 
trying to exorcise the ghost of his 
brother, Sanjay. But there are now fears 
that it is the ghost that has exorcised 
Rajiv. Is the new face on the Youth 
Congress bandwagon really a new face, 
or just a reincarnation of the old one ? 
The face may look like that of Mr Clean; 
^>ut is the spirit that of Mr Clean-up ? 

Wiseciacks of this kind are no doubt 
unfair to Mr Rajiv Gandhi. But he has 
asked for it by jumping onto a band¬ 
wagon best known for its sterling perfor¬ 
mance during the Emergency. After he 
entered politics, he took care to send out 
the loudests possible political signals to 
indicate that th: style of his brother 
Sanjay was out. Old cronies of Sanjay 
fell by the wayside like ninepins—V.C. 
Shukla, Ramachandra Rath, Akbar 
Ahmed, Jag Mohan, Sanjay Singh and Co. 

Bui dumping the Sanjay mob never 
amounted to a strategy. It was merely 
a tactic. The country waited to see which 
* way Rajiv would turn, to whom he would 
turnfoi building up a political base. Under 
Mrs Gandhi, the only person in the whole 
party win is permitted to build up a base 
is her son—th: rest are obliged to regard 
her personal whim as the sole foundation 
of their existence. Hence Rajiv’s choice 
is a matter of considerable importance. 
And even those who wish him well will be 
dismayed by his selection of the Youth 
Congress. 

No doubt there were problems in mak¬ 
ing a decent selection. The old guard of 
the party has long been banished by Mrs 
Gandhi, and is licking its wounds (or her 
boots—witness Mr Y.B. Chavan). The 
Congressmen in power in the States are 
y as fine a bunch of opportunists and 
scoundrels as ever disgraced a legislature. 
Sycophants, frauds, conmen, street bul¬ 
lies, and hijackers abound. 

The feudal mentality rampages through 
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the party—every man is willing to sweai 
eternal loyalty to whomsoever is in 
power, right up to the minute where it 
becomes more expedient to stab him in 
the back. Factionalism is an old Cong¬ 
ress habit but has never been worse. And 
this is hardly surprising considering that 
loyalty to principles and policies no Lon¬ 
ger counts for anything, only loyalty to 
persons—the very diet that the most op¬ 
portunistic factionalism thrives on. This 
does not exactly offer the kind of raw 
material for moulding leadership that Mr 
Feroze Gandhi or Mr Jawaharlal Nehru 
would have liked. 

But even given the difficulties of choos¬ 
ing the right men, there is no excuse for 
Rajiv to leap onto the Youth Congress 
bandwagon. The faces of the old men 
in the Congress hierarchy may be ugly, 
but the faces in the Youth Congress are 
no prettier. In theory, he could purge 
the Youth Congress and bring in a new 
lot of men befitting the Mr Clean image. 
But so far he has not done so, and is 
using the services of Sanjay loyalists like 
Jagdish Tytler and Ghulam Nabi Azad. 

TJTThat does Rajiv want ? In an inter- 
” view he recently gave to The Illustra¬ 
ted Weekly he came through as an earnest, 
serious young man keen on improving 
the quality of public life, the efficiency of 
the administration, on decentralising 
decision making and stamping out cor¬ 
ruption. All admirable aims no doubt. 
But the Youth Congress is hardly the 
vehicle to deliver these goods. 

Nothing prevents Mr Gandhi from 
cultivating a completely new set of 
faces. Nothing prevents him from in¬ 
ducting people who have already de¬ 
monstrated that they are interested in 
the ideals he claims to represent. No¬ 
thing prevents him from giving notice to 
the opportunists and riff-raff in his party 
that their day is done. 


But he has done nothing of the sort. 
He has merely quivered like an indeci¬ 
sive jelly, deploring corruption but sup¬ 
porting Antulay. He has frequently 
expressed anger at grand receptions 
arranged by Chief Ministers, yet en* 
couraged the grandest reception of all at 
the Bangalore convention of the Youth 
Congress. He is in fact caught in a 
major contradiction. He seeks aims 
which can only be attained by resurrect¬ 
ing the values and institutions created : 
by his grandfather. But he owes his 
position and power today to his mother* 
who has pulled down those very values 
and institutions. 

r I 1 HERE are two clear courses open to 4 
feudal lord on attaining power. He can 
become a philosopher king (like Mr 
Jawaharlal Nehru) ora robber baron 
(like Mr Sanjay Gandhi). At present* 
Mr Rajiv Gandhi does not have to make 
a clear-cut choice for the simple reason 
that he does not yet wield absolute 
power—that lies in his mother's hands*; 
He has time enough to experiment, to 
learn the turgid ways of politics and the 
compromises involved. It must be said 
to his credit that the old style of Sanjay; 
has been killed, and this has enabled the 
whole country to breathe more freely, | 
This is an enormous gain, not to be dis- | 
missed lightly. But he has to decide his : 
future strategy and choose his future i 
lieutenants. Nobody expects him to im* i 
mediately pull down the neo-feudal 
structure which has made him the second -t 
most important person in India, nof j 
does he have the power to do so as i 
long as his mother is in command. B 
one expects him to give evidence of new ; 
aims, new endeavours, and a new politicJ 
cal structure. If he can do no better than' 
bring back to favour the Youth Congress 
goons Whom he had earlier disgraced, the 
disgrace will not be confined to them. 

Swamlnathan 8* Aiyar 
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Public Sector in a Mixed Economy 

P. C. Randeria 


Why can’t public enterprise be like 
private sector companies? 

- Frankly, such a question is often 
heard in our business circles and it is 
raised with a certain air of, may 1 
say, superiority mixed with disdain. 
Curiously, such a question is also now 
being raised on the other side as well. 
It is true that business is business whe¬ 
ther in public or in private sector. 
Following the famous words of Ger¬ 
trude Stein, managing is managing is 
managing. And yet, we cannot overlook 
the differences as between public enter¬ 
prise and private business. May I 
invite here your attention to three 
excellent articles on which I have 
incidentally relied for some of my argu¬ 
ments. These articles arc— 

(i) Managing in the Public and 
Private Sectors: Similarities and 
Differences, by David Rogers (Prof, 
of Management & Sociology at New 
York University Graduate School 
of Business Administration). The arti¬ 
cle has appeared in May 1981 issue 
of Management Review , a monthly 
journal published byA mcrican Mana¬ 
gement Association. 

(ii) Government Regulations: Plus 
cs and Minuses, by Kenneth J. Arrow, 
Nobel 1.aureate in Economics. The 

l article is published in Haper’s Maga - 
ztne of March 1981 and republished 
in Economic Impact No. 3 of 1981. 

(iii) Strengths of a Mixed Economy— 
A Commentary, by Paul A. Samucl- 
son, yet another Nobel Laureate in 
Economics. The article is published in 
a recent volume of essays entitled 
‘The American Economyin Transition 
and republished in the Economic 
Impact No. 4 of 1981. 


I wish to cover my observations 
under two broad categories of 
presentation—(i) Mixed Economy—its 
ground rules (ii) Public Sector Enter¬ 
prises—what I expect from them. 

Let me first turn to the theme of 
ground rules for success of mixed 
economy, as I see it. I venture to offer 
for this presentation a new version of 
the Panchsheel charter for the happy 
coexistence and co-prosperity of 
both the public and the private sec¬ 
tors in our mixed economy. 

The first principle is the acceptance 
of mixed economy not as a system of 
transition but a settled national goal. 
In other words, mixed economy is not 
a journey but a destination. More 
specifically, we must rule out progres¬ 
sive stages of more and more natio¬ 
nalisation with eventual total State 
control of the entire economy. Apart 
from confirmed communists or com¬ 
mitted socialists, there are political 
opportunists who advocate mixed eco¬ 
nomy as a matter of tactics. 1 would 
rather that mixed economy is upheld 
as a matter of faith. 

The second principle is by way of 
extension of the first one. We should 
provide some sort of ceiling on natio¬ 
nalisation. For the time being, there 
should be a freeze on further State 
take overs for the next five years at 
least. One may with reluctance permit 
some exceptions under special com¬ 
pelling situations in respect of gross 
mismanagement of individual units 
but in no case should there be any 
wholesale nationalisation of a com¬ 
plete industry or trade for the next 
five years. 


is not designed to protect private in¬ 
dustry. Let me hasten to clarify. In 
fact, it is more of a managerial pres¬ 
cription of practical nature. Let 
Government and existing public 
enterprises concentrate their attention 4 
on solving accumulated problems. Let ^ 
them not add to them by taking on 
more units under public ownership. 
Moreover, the original concept of 
public sector in charge of the com¬ 
manding heights of the economy has 
now been realised. There arc no more 
heights of commanding nature to be 
now scaled. Let the public sector take 
care of the present commanding posi¬ 
tions. 

The third principle is a further ex¬ 
tension of the earlier two principles but 
it needs to be so stated as an explicit 
separate point in the charter. As a 
matter of policy and practice, mixed « 
economy should reflect a mixed pat 
tern of both public and private units 
operating side by side not merely in 
the economy but preferably in each 
and every industry. Here of course, 
there will be exceptions in a few select 
cases such as armaments, railways etc. 
where we should continue to have an 
exclusive domain of public enterprise 
as at present. Otherwise, we should 
follow a system of mixed units, both 
public and private, in an industry as 
exists, say, in fertilisers,cement, paper 
etc. This pattern needs to be main¬ 
tained and if possible extended. Exist¬ 
ing public sector units in a particular 
industry such as fertilisers may of 
course be permitted to expand so that ** 
benefits of greater skill arc available. 

If new units are to be set up, they 
should preferably be set up under 


The second principle of the charter 
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private auspices, as under the second 
\ principle no new nationalised under¬ 
takings should be established for a 
period of five years at least. 

Such a mixed system will ensure 
better efficiency by way of competi¬ 
tion and comparison. This will also 
serve a very important objective which 
is highly desirable in the present con¬ 
text of labour troubles. This pattern 
will reduce the rigours of trade union 
rivalries and labour unrest which may 
otherwise cripple an entire industry 
under public ownership and hold the 
community to ransom, as has been 
our unfortunate experience. We should 
draw the appropriate lessons from this 
experience in national interest. 

The fourth principle provides for 
greater public participation in public 
enterprises and to make them truly 
public both in constitution and in 
spirit. There is an unstated assumption 
that public enterprises have to be 
necessarily Government enterprises. 
This brings in a very serious defect 
in the very constitution of an enter¬ 
prise which mars its working and per¬ 
formance. Raising funds on the capi¬ 
tal market; continued scrutiny by 
public investors; market quotations of 
share prices; discipline at annual ge¬ 
neral meetings—these and others are 
important valuable non-polidcai wavs 
of evaluating and improving perfor¬ 
mance of public corporations. 

Some percentage of equity say 10— 
20 per cent at least in some public 
enterprise should be held by members 
of the public at large. This should inci¬ 
dentally augment funds at the disposal 
of the Government for other public 
purposes. 

The fifth and final principle of the 
Charter is taken by following the style 
o! the celebrated Panchsheel declara¬ 
tion. The principle of peaceful co¬ 
existence is repeated more by way of 
reinforcement of the whole scheme of 
things. We need to build up mutual 
trust and confidence for success. Let 
us not weaken the fabric of mixed 
economy by mutual criticism and 
hostility. Instead, we need to streng¬ 


then the system by mutual under¬ 
standing and support. This can be 
realised in many ways such as broad- 
based Boards of Directors, interchange 
of personnel between the two sectors, 
common forums to discuss common 
problems such as controls, labour, etc. 

"Before 1 leave the first part of my 
presentation on ground rules for 
mixed economy, 1 must add one final 
observation. I have not included this 
as a regular point or principle in the 
Charter because T am not so sure 
about it myself. It is a rather contro¬ 
versial matter which 1 must in all 
frankness raise for debate and dis¬ 
cussion. 

In a system of mixed economy is 
there no scope or rationale for dena¬ 
tionalisation or reprivatisation? As 
you know, the Conservative Govern¬ 
ment in England has tried to roll back 
the nationalisation frontiers estab¬ 
lished by the previous Labour Govern¬ 
ment. I do not wish to raise this 
matter as one of political ideology or 
party warfare. As 1 see it, as a matter 
of strictly rational proposition or prac¬ 
tical convenience, we should admit 
of cases and situations where indus¬ 
tries or units previously nationalised 
have outlived their life as State enter¬ 
prises and therefore are qualified to 
be restored to their earlier private 
existence. 

As I have said, there are not only 
ideological but practical difficulties 
about such reversal. But we cannot 
overlook the new trend name!> an 
increasing degree of dissatisfaction 
with Governmental or bureaucratic 
management has now led to a growing 
movement for reprivatisation of 
public services in areas such as 
health care, education etc; what to 
talk of postal services, State supply 
and manufacture of goods. I shall 
leave the argument at this point. 

It is now time to turn to the second 
promised part of my presentation. 1 
wish to ask myself as a manager— 
what are my expectations of public 
enterprises? Under what conditions 


are such expectations likely to be ful¬ 
filled? 

My expectations of public enter¬ 
prises may be stated under the follow¬ 
ing three broad categories : 

*1 expect of public enterprises a 
greater exercise of leadership in 
the management of our national 
economy. 

**] expect of public enterprises 
still more results and better per¬ 
formance. 

***I expect of public enterprises 
greater public participation and 
public accountability. 

1 believe these are not impossible 
expectations. But it is right to recog¬ 
nise the political, bureaucratic and 
other constraints within which public 
sector enterprises must necessarily 
function. Mere injection of professio¬ 
nal management as the popular treat¬ 
ment for public sector improvement 
is not enough. How do we ensure 
greater and more genuine autonomy 
for the Boards and managements of 
public enterprises? How do we 
bring about basic changes in attitudes 
of political masters—Ministers and 
MPs, bureaucratic masters—Sec¬ 
retaries and their subordinates and 
the ultimate master, viz. the general 
public at large, which will let public 
sector managers work and live in 
peace? How do we reconcile the valid 
claims of management autonomy with 
public accountability? Unless these 
questions are answered satisfactorily, 
mere professionalism of management 
will not produce results. 

Greater exercise of leadership : If 
I were to identify one single impor¬ 
tant factor which would make signi¬ 
ficant difference in the working of our 
public enterprises, I would say it is 
leadership. j 

Of late, topless public enterprises + 
have become the common butt of X . 
ridicule. If you have no leaders, where % 
is the question of exercise of leader- % 
ship? So, first of all, there is something X 
seriously wrong about the appoint- % 
ment procedures and policies concern- % 
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ing top management personnel in 
public enterprises. 

If we examine this question with 
greater care and courage, we will 
find that it goes well beyond the limits 
of procedures and policies. These cru¬ 
cial appointments have become the 
playthings of political intrigues. Apart 
from the merits of selection, we have 
to avoid delays, indecision and vacil¬ 
lation in the matter of such appoint¬ 
ments. This is also in a way an illus¬ 
tration of my theme of leadership. 

1 must now come to the directing 
and operating levels within public enter¬ 
prises. One is distressed to note 
that there are many instances of fai¬ 
lure of leadership at both these levels 
in a good many public corporations. 
Here again, the source of the trouble 
is political in nature. 

While 1 value professional manage¬ 
ment for improving the working of 
public enterprises, I feel it is not 
enough, if by professionalism wc mean 
technical knowledge and expertise. 
What is really wanted is independence 
of mind and courage of convictions— 
in other words integrity, that is the 
moral dimension of leadership. The 
temptation to look at questions from 
the view-point of what is “politically 
acceptable" seems to be on the in¬ 
crease. This impairs judgements and 
vitiates many decisions. 

Perhaps, what is more to blame here 
are the temptations against which 
Pigou warned his fellow eonomists 
some 40 years ago—“The ambition to 
play a part in great affairs..to stand 
near the centre of action which led 
a young man to make slight adjust¬ 
ments in his economic view so that 
it shall conform to the policy of one 
political party or another". 

I expect captains of our public enter- 
j prises to speak up to their political 
J bosses privately—and if need be 
1 publicly -on issues of public policy 
J and concern such as employment of 
J sons of the soil, labour indiscipline, 
^ locations of plants etc. It is no use 
J blaming politicians for their power 
j and authority. It is our habit of ac¬ 


quiescence and obedience which rein¬ 
forces the power and authority of our 
rulers. 

1 wonder why public sector enter¬ 
prises cannot set up their own “trade 
associations” to protect their inte¬ 
rests. Furthermore, it should even 
be possible for some of them to join 
FICCI or ASSOCHAM or AIMO 
and to give them a new lead to press 
with Government issues which are 
common to the running of enterprises 
whether in the public or the private 
sector. 

Here, 1 should like to draw atten¬ 
tion to a report from an issue of 7 he 
Economist. Relevant excerpts arc 
quoted below : 

Ln the interests of self-protection, 
the bosses of the seven biggest na¬ 
tionalised industries formalised 
their lunch club this Tuesday, and 
invited twelve smaller nationalised 
concerns to join them. 

What they want to get straight is 
the boundary between the politi¬ 
cians, who work on a short time- 
scale (sometimes very short) and 
the nationalised industries, which 
work on a much longer one, several 
years for most investment decisions. 
The bosses are fed up with niggling 
interventions by ministers and civil 
servants, in many cases in direct 
contravention of the industries’ 
statutory duties laid down by Parlia¬ 
ment. 

More results and better performance : 
Emphasis on results and performance 
of public enterprises is not something 
new. 

What is important to realise is that 
results and performance are not al¬ 
ways the same as profits. 

The profits of public enterprises in 
recent years need to be examined 
carefully in this context. 

Inflationary conditions—price in¬ 
creases—monopoly nature of cer¬ 
tain manufacturing and trading con¬ 
cerns seem to account for a new turn 
in profits of public enterprises, which 
is being hailed. * 


It is therefore necessary to be very 
careful in measuring efficiency of pub¬ 
lic enterprises in terms of profit figures 
alone. 

Very strict performance audit stan¬ 
dards are necessary. 

Hence I have sought to highlight 
my expectations in terms of results 
and performance rather than the fami¬ 
liar measure of profits. 

There is need to bring public 
enterprises under the discipline of 
scrutiny in terms of monopolistic and 
restrictive trade practices. 

Profits made at the expense of dete¬ 
rioration of services also need to be 
exposed—familiar examples of ope¬ 
ration of nationalised banks, natio¬ 
nalised transport etc. etc. 

Profits as a simple single measure 
have to yield to cost benefit ana¬ 
lysis— more sophisticated tools are 
now available to support commercial 
and social purposes; to distinguish 
short run and long term profits; to 
highlight real efficiency and not mere 
exploitation of situations of advan¬ 
tage etc. 

Public enterprises should give a 
lead in exposing their performance 
to more rigorous and comprehensive 
tests and tools of analysis in terms of 
social audit, performance budgets etc. 

Greater public participation ami pub¬ 
lic accountability: The unstated as¬ 
sumption to look upon public enter¬ 
prises as Government enterprises needs 
to be examined carefully. 

Apart from customary Government 
and parliamentary scrutiny, public 
corporations must expose themselves 
to new forums and forms of public 
scrutiny. 

Members of public at present even 
cannot get easily copies of annual re¬ 
ports of public corporations. 

Public interest is not the sole 
monopoly of ministers and bureau¬ 
crats. They are also human beings and 
are open to the same temptations as 
other human beings. A lot of nibbling, 
intervention etc. in the name of pub¬ 
lic interest is shown to be motivated 
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by other considerations. There is need 
for restraint on this score—this is 
} recognised by many public sector 
managers not only here but in other 
countries. 

I must bring in the related question 
of management autonomy. We 
should not make too much of a fetish 
of accountability. Instead, we should 
be more concerned with performance 
criteria and periodic but not too fre¬ 
quent monitoring of performance. 

The greatest enemy of the public 
sector is Government though this may 
sound paradoxical. There is too much 
of supervision and control - there is 
also the wrong sort of supervision and 
control. Public enterprises are ans¬ 
werable to the Secretaries of Minis¬ 
tries, Ministers, Parliament and its 
committees and individual MPs, 
Bureau of Public linterprises. Con¬ 
troller and Auditor General. Slate 
Government and Legislature and 
what not. 



With too many masters, the public 
enterprises manager is no doubt lost, 
not knowing whom to please and 
whom to listen to. Questions such as 
entertainment expenses, guest-house 
expenditure, foreign travels, disposal 
of scrap, plinth size of managers house, 
etc. weight heavily on the time of pub¬ 
lic sector managers. Too many reports 
and ex planations arc sought from them 
from too many quarters. No wonder, 
the managers are harassed and have 
little time for their main job. More 
relevant and important issues get neg¬ 
lected. Injection of professional 
management is no answer if this situa¬ 
tion cannot be corrected. 

Our past commitment to mixed 
economy was more verbal than real. 
Wc accepted it more as a matter of 
convenience than an article of faith. 
Our economic endeavours during the 
last 30 years were flawed by a basic 
dishonesty of purpose. We treated 
mixed economy as a marriage of con¬ 


venience, What we need is a real part¬ 
nership between the public and the 
private sectors based on true meeting 
of minds and genuine understanding 
of hearts. This poses a challenge for 
leaders in all walks of life. We, each 
one of us, need to give up not so much 
our self-interest as our self-righteous¬ 
ness. “We have seen the enemy, the 
enemy is us." 

Kenneth Boulding discusses the 
claims of the public and the private 
sectors in his book entitled “Mean¬ 
ing of the 20th Century". He conclu¬ 
des by recalling the refrain of an old 
song—which side are you on? The 
author answers by saying that each 
one of us has to be on both the sides. 
He goes on to add that the problem is 
how to raise the one side in some of us 
and lower the other side in the rest of 


(Text of the lecture delivered at Lala 
Lajpahiii College of Commerce Seminar 
on Management Perspectives in the Public 
Sector.) 


Built to run on. 

So you don't get run down. 



• Sturdy motor for longer life, noiseless performance./ 

• Dynamically balanced blades for optimum sir v 
displacement. 

Heavy duty industrial modal for fociories. 

• light duty models for households. 

• Elegant, streamlined looks. 
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Facts you should know about 
the Press crisis today-2 

Question: 

la it true that very soon the Press will become a 1 sick’ 
industry ? 

Answer: 

It’s alarming and could become a reality. Heavy levies, 
escalating costs of raw materials and services, etc have 
seriously upset the slender economy of hundreds of 
newspapers and periodicals all over the country. 


The facts: 

The newspaper industry is 
heavily import oriented, with 
85 % of India's total 
requirements of newsprint 
being imported. This vital raw- 
material accounts for over 
60 % of the total cost of 
producing a newspaper. From 
Rs. 3620 per tonne in June 1979 
the high-sea price of imported 
newsprint shot up to Rs. 6625 
per tonne (including customs duty) 
by October 1981 —a staggering 
83% ! In 1981 alone, the increase 
was of the order of 50%. And the 
cost continues to spiral upwards. 

The additional burden of customs 
duty on imported newsprint has 
made things worse and threatens 
to cripple the newspaper industry. 


Cost of other inputs have 
escalated too—inks, labour, 
freight, postage, news 
transmission, news agency 
subscriptions etc. 

The country's newspapers and 
periodicals are being forced to 
increase advertisement rates as a 
last desperate bid to save the 
situation. But, advertising 
volume could go down 
drastically. This will affect the 
country's economic growth. 

The selling price wilt be further 
increased to absorb the extra 
costs. This will only defeat the 
prime objective of the Press- to 
reach more and more people all 
over the country. 


T he Press, a vital force. Strengthen it. 

Issued by: 

The Indian & Eastern Newspaper Society. 

SIMOES/IENS/A/28 
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V. Balasubravnanian 


Washington 


The Indian Executive Director on the 
World Bank was in New Delhi for the 
visit of the Bank President, Tom Clausen, 
starting on January 18. H.N. Ray, one 
would like to believe, was reasonably 
successful in dispelling the wishful think¬ 
ing so evident in New Delhi—and in the 
Finance Ministry especially-about the 
prospects for development aid generally 
and multilateral assistance in particular. 
The new Finance Minister deserves to 
Jiavc his eyes opened to the forces and 
/'Jkessurcs that are now acting on the 
^multilateral development institutions in 
an effort to turn them around, both in 
their philosophy and in their function¬ 
ing. As one with his car close to the 
ground, Ray should certainly have been 
able to convey effectively to the Minister 
as well as the bureaucrats in his Ministry 
the reality of the rumblings here. 

Whether fortunately, or otherwise, 
Ray did not have to labour single-hand¬ 
edly. A few days before he went to 
India, the President of the World Bank 
delivered a policy address at the Inter¬ 
national Forum of the Yomiuri Inter¬ 
national Economic Society in Tokyo. 
^ This statement set down in compelling 
phrases the message which Clausen desir¬ 
ed to deliver to Third World countries 
still dreaming of expanding vistas of deve¬ 
lopment assistance in the eighties. 

New Messiah 

in his speech, Clausen, after dec¬ 
laring that “the World Bank is not 
in the business of redistributing wealth 
from one set of countries to another set 
of countries”, went on to make his mean¬ 
ing brutally clear by asserting that the 
Bank “is not the Robin Hood of the 
international financial set”. The meta¬ 
phor, as could have been foreseen was 
gleefully captured in headlines in the US 
press, which proclaimed to the world 
* that a new Messiah had at last arrived at 
the World Bank to preach the gospel that 
"give-aways to Third World ingrates 
could not possibly add to the sum total 
of human happiness in the world.” 


V.V.* f1 ' 1 1 . 


Again, although Clausen said in the 
beginning that “I am not here to talk 
about politics”, he did not let this good 
resolution cramp his style for long. On 
the contrary, he liberally garnished his 
address with arguments clearly designed 
to strengthen one side of the on-going 
essentially political debate on whether 
there should be North-South global nego¬ 
tiations on issues of economic coopera¬ 
tion. Indeed he could not have spoken 
differently had his only purpose been to 
speak for those industrial countries, led 
by the United States under its present 
administration, which are currently cam¬ 
paigning to keep away from UN forums 
issues of policy or institutional arrange¬ 
ments for redressing the basic disadvan¬ 
tages which so many developing countries 
suffer from in their economic relations 
with the advanced industrial countries. 

Confusing the Issues 

In the process, he gave room for the 
suspicion that he was only trying to con¬ 
fuse the issues by dwelling as he did on 
the variety of patterns of development 
which has emerged over the last 20 years 
of changes in the global economy, while 
playing down or ignoring the persistence 
of mass poverty in the populous parts of 
the world which continues to press on 
the philosophy of global economic 
cooperation a set of unchanging im¬ 
peratives and priorities. 

It is true, as Clausen says, risen or 
rising centres of economic growth, such 
as Japan and, to a less extent, the newly 
industrialising developing countries in 
South Asia and Latin America have 
eroded and may continue to erode the 
relative shares of the industrial economies 
of the West in world production or trade. 
It is true, again, as Clausen has further 
pointed out, the capital surpluses and 
the economic growth plans of oil-export¬ 
ing countries are making their own in¬ 
puts to new directions in international 
economic relations, including those 
directly bearing on the trade or 


external capital situations of several 
Third World economies. But these trends 
in the world economy surely do not de- 
emphasise the chronic nature of the pro¬ 
blem of mass poverty in the world, which 
currently enslaves some eight hundred 
million people or more, six in every ten 
of whom are probably found in the large 
concentrations of population in the South . 
Asian region. And, yet, read Clausen’s 
address from the beginning to the end 
and, then, if you will, backwards too, 
you will find no suggestion that the pre- , 
sent President of the World Bank really 
senses the near p esence of the "absolute 
poor” of this world as the first charge on 
the concerns and coffers of global econo¬ 
mic cooperation. He spoke of course of 
the urgency of the economic development 
of sub-Saharan Africa, but even this he 
did in such a way as to create the impres¬ 
sion that he would like us to believe that 
the rather extensive problem of world 
poverty had suddenly shrunk into the 
more of less convenient dimensions of 
relatively small communties in a restrict¬ 
ed area of the world. 

Brief Exceeded 

In Third World diplomatic circles here : 
there is clearly some regret that Clausen : 
has chosen to push the World Bank into 
a sensitive area of North-South relations , 
at a time when the South is clearly dis- v * 
turbed by US or other allied attempts to l 
stifle any meaningful follow-up of the ;l 
Cancum Summit. In particular, they feel; 
that the Bank President exceeded his •, 
brief when he ruled out the concept of 
“transfer of resources” on the ground 
that it was becoming irrelevant to a 
changing global economy in which new 
patterns of international economic rela- 
tionships were being thrown up as aM 
result of emerging changes in the relative 7 
shares of different countries or economic ; 
groupings in world production, trade or . 
capital movements. In their view, des- 
pite the "multi-polarity” in world econo- ; 
mic trends or situations which seems to '% 
have arrested Clausen’s attention, the 
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polarity between economies categorised 
as industrially advanced countries, with 
much higher standards of living for their 
peoples and economics which are in the 
earlier or inferior stages of growth and 
are therefore having difficulties in cop¬ 
ing with mass-poverty and its problems 
remains a valid compulsion in the mak- 
ingof policies for global economic coope¬ 
ration. 

Positive Elements 

Their uneasiness with the tenor or 
temper of Clausen’s Tokyo address, how¬ 
ever, has not come in the way of even 
highly critical Third World diplomats 
being properly aware of the positive 
elements in that address, or, indeed, in 
the initiatives he has taken or is propos¬ 
ing to take for the strengthening and ex¬ 
pansion of the World Bank group in the 
difficult days ahead, when the squeeze on 
development aid resources may be expec¬ 
ted to become increasingly tight. As one 
of them put it to me, it is obvious that, 
having left the chair of the largest com¬ 
mercial bank in the world (The Bank of 
America, of which he was President), 
Clausen cannot be intereste d in looking 
after a World Bank growing smaller for 
lack of resources. It is equally obvious 
too that he is taking it as a direct chal¬ 
lenge to his professional expertise and 
experience to find new ways and means 
of getting around the bottleneck of the 
increasingly restricted funding of multi¬ 
lateral development banks by the indus¬ 
trial countries and that even during the 
short period since he became World Bank 
President he has been putting forth pro¬ 
mising ideas for mobilising additional re¬ 
sources for the World Bank group 
through the international banking chan¬ 
nels, the private capital markets and alli¬ 
ed agencies. 

Thus, while participating in a recent 
seminar at the Brookings Institution here, 
Clausen spoke of a big push to Bank 
programmes of co-financing with the pri¬ 
vate banking community, establishment 
of bilateral lines of credit from as many 
countries as wish to participate in the 
Bank’s expanding energy lending plans as 
well as a Trust Fund for priority energy 
projects, negotiating agreement with in¬ 
terested countries on the latter under¬ 


taking in advance to purchase for their 
own account portions of Bank loans or 
IDA credits made for energy projects 
and innovations in the Bank’s borrowing 
operations which would assist in its tapp¬ 
ing “the more plentiful short-term market 
at appropriate terms and in appropriate 
amounts’*. In sum, there is no doubting 
Clausen’s commitment to a vigorous ex¬ 
tension of the World Bank group’s re¬ 
sources base and his enthusiasm in this 
area has already been brought out clearly 
by his actively addressing himself to in¬ 
volving the petro-dollars of the Gulf oil 
exporters as well as the exportable capi¬ 
tal surpluses of the Japanese economy in 
the business of replenishing generously 
the loanable funds of the World Bank 
group. 


Critical Comment 

At the same time, bis very earnestness 
in this effort raises fears that he may be 
tempted to go farther than is cither neces¬ 
sary or desirable in generating a feeling 
that the Bank group’s lending policies 
may come to be excessively influenced 
by l he need he feels to be on the right 
side of certain member-governments or 
the emphasis he places on the impor¬ 
tance of the Bank group cultivating the 
constituency of the capital or money 
markets or the forces behind th:m. This is 
why there has been a certain amount of 
critical comment in Third World circles 
on the passage in his Tokyo speech in 
which he argues that the World Bank 
can only carry out its mandate to con¬ 
tribute to the economic success of its 
developing member countries if it retains 
the support of the Governments and 
private members of markets of the capital¬ 
exporting countries. This statement 
could perhaps have been accepted as a 
truism in the ordinary couise, but the 
current debate on development aid and 
more specifically on the role or future of 
multilateral lending institutions is being 
carried on in certain countries, notably 
the United States, in terms that develop¬ 
ing countries cannot but view with ap¬ 
prehension. Consequently, the develop¬ 
ing countries cannot welcome any undue 
readiness on the part of the chief execu¬ 
tive of the World Bank group to assign 
what could be excessively influential 


policy-settingentUiemeots to precisely 


those forces or interests which seem bent 
on reducing the significance of develop 
ment assistance in the relations between 
the industrial countries and those of the 
Third World. 


At the Brookings Institution seminar 
referred to earlier Clausen’s predecessor 
in the World Bank, Robert McNamara 
spoke in accents which served to bring 
out with startling clarity the break in tbe 
philosophy of the World Bank which his 
departure from its presidency is leading 
to. Even in his time the World Bank 
was clearly not trying to play truant With 
the responsibility placed on it by its Arti¬ 
cle One “to promote private foreign in¬ 
vestment by means of guarantees oi*2 
participations in loans and other invest-^ 
merits made by private investors”. There 
is nothing in the record to suggest that 
McNamara policies for World Bank 
lending were intruding into the business 
opportunities open to international com¬ 
mercial banking in developing countries. 


Private Capital 

On the contrary, as Clausen noted in his 
Tokyo speech, “private capital flows to 
oil-importing developing countries have 
doubled in terms of their combined gross 
national products from 0.6 per cent in 
1970 to J.2 per cent in 1980; or in still 
more vivid nominal terms from 83 billion * 
at the start of the decade to 828 billion 
at the end”. Against this background 
current attempts on the part of the US 
Treasury to elevate the guideline to the 
World Bank to promote private capital 
participation in financing the needs of 
developing countries into the one over¬ 
riding principle of Bank policy in the 
eighties cannot but be viewed with dis¬ 
trust by them. This distrust is learnt to 
be great especially in countries such as 
India which are being accused in season 
and out of season by the financial com¬ 
munity here and its friends in the Reagan 
administration and Congress of evading 
commercial borrowing, thanks to their 
being allegedl} able to “hog” World Bank 
and, in particular, IDA loans or credits. 

In the course of his observations at the 
Brookings Institution seminar, former 
World Bank President Robert McNamara 
argued that “throughout most of the 
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1980$ the current account deficits which 
balance the current account surpluses of 
,#Jpie oil-exporting countries, will be incur¬ 
red primarily by the oil-importing deve¬ 
loping countries" and that it is essential 
that these deficits should be financed at 
levels (averaging at least J70 to 80 bil¬ 
lion per year for the next five to ten 
years) “which will permit the mainten¬ 
ance of reasonable rates of economic and 
social advance, while their Governments 
introduce the structural changes in their 
economies which eventually will make it 
possible for them to pay for their higher 
priced oil through an exchange of goods”. 
In contrast, R.T. McNamar, Deputy 
Secretary of the Treasury in the US 
r Government, speaking for the Reagan 
Administration, bluntly told the same 
v audience that “we cannot expect larger 
and larger replenishments for concessio¬ 
nal financing" since “the political and 
economic realities will not permit it”. 
Piompting his admirers to remark what 
a wonderful difference one “A” less in 
a name could make, McNamar “joining 
issue with McNamara, who had charac¬ 
terised US performance on official deve¬ 
lopment aid as “disgraceful", proclaimed 
the inevitability of “the limited pros¬ 
pects for new or expanded aid initia¬ 
tives". 

Cycling Moods 

It may be tempting to ascribe the 
McNamar stance to the "cycling of 
moods" in “North-South dialoguing" 
which John P. Lewis, the outgoing Chair¬ 
man of the Development Assistance Com¬ 
mittee (DAC) of the Organization for 
Economic Cooperation and Develop¬ 
ment (OECD), has referred to in his 
1981 Review of DAC efforts and policies. 
But it is highly probabb, nevertheless, 
that the Reagan administration's thrusts 
may be effectively re-arranging the deve¬ 
lopment a»d scenario at least for the next 
some years. As Lewis himself acknow¬ 
ledges, “the biggest anxiety lurking just 
beneath the surface of DAC deliberations 
in recent months h is concerned the part 
l. the United States will play in the col¬ 
lective development assistance effort over 
the medium term of the 1980s". He goes 
on to say : 

“In the wake of the American delay 


in replenishing IDA at what the other 
donors had understood to be the agreed 
scale and pace, they are deeply worried 
about what could be the reverberating 
effects of a United States shift away 
from the multilateral agencies. These 
worries extend, post-IDAVI, to the United 
States posture towards future multi¬ 
lateral replenishments and contribu¬ 
tions. 

“But the concern of others is also 
broader and, in part, qualitative: many 
have been at pains in internal DAC 
discussions to urge that unless and 
until the United States resumes a grea¬ 
ter degree of leadership in the field 
of development promotion, the thrust of 
aid in the 1980s will not achieve its feasi¬ 
ble potential. What they have in mind 
is not a sudden surge of American 
ODA to the 0.7 per cent target but a 
convincing advance in United States aid 
volume coupled with the return of the 
development priority to a more central 
place in the array of American objec¬ 
tives". 

Further Assessment 

Lewis suggests that “the prospects in 
this regard arc not necessarily bleak", 
but concedes that they depend heavily 
on “further American assessments of 
priorities". Lewis, it may be noted, was 
a member of the President’s Council of 
Economic Advisers in the Kennedy ad¬ 
ministration and had also done a stint 
in India when he was in charge of Ford 
Foundation activities and services there. 
The counsel of men with such back¬ 
grounds currently has few takers in the 
administration and not many in Congress. 
Others—the. like of George P. Shultz, 
who chairs President Reagan’s Economic 
Policy Advisory Board—, however, arc 
obviously much more advantageously 
situated. Let us therefore hear what 
Shultz had to say at the Brookings Insti¬ 
tution seminar, when he recommended 
a change in development assistance 
“rhetoric” from transfer to creation of 
wealth". 

“The old rhetoric is counter-productive 
because 

(a) It reflects an incorrect view of 
what leads to development ; 

(b) It can deceive poor countries into 


not doing things for themselves in either 
wrong expectation or belief that there 
is an easy way ; and 

(c) It increasingly alienates the deve¬ 
loped countries". 

Shultz, one may assume, is more than 
satisfied with the way the new rhetoric 
has been enshrined in Clausen’s Tokyo 
speech. No teacher could so immediatly 
have been blessed with a more alert or 
able a learner. 

Cynical Mood 

TAILPIRCE-For the American eco¬ 
nomists what is happening now is a 
familiar professional hazard. They 
are aware, like their brethren all 
over (he world, all the time that it is the 
pianist whom someone or the other 
always takes a shot at. Distressed by 
the administration’s projections of un¬ 
employment levels or GDP growth rates 
going awry. White House counsellor 
Edwin Meese is trying to find what satis¬ 
faction he could from recalling a favou¬ 
rite quip of his boss that “an economist 
is a fellow who has a Phi Beta Kappa at 
one end of his watch chain—but no 
watch at the other". Reagan, in this 
cynicism, is in good presidential com¬ 
pany. Tired of being treated to econo¬ 
mic advice hedged in by “on the one 
hand—but on the other hand", Harry 
Truman reportedly demanded that he be 
provided with a “one-handed econo¬ 
mist". Jimmy Carter, in one of his mo¬ 
ments of frustration which were not a 
few, was heard to say that he knew a 
mystic in a little town in his home State 
of Georgia who could see the future 
better than did his economic advisers. 

Objectively, of course, the trouble is 
mo pc with economics than with economists 
—although this dog-eating-dog tribe it¬ 
self finds a certain advantage in denying 
this when its members indulge in one of 
their frequent internecine brawls. The 
question is whether anything could be 
done to render economics less of an “in¬ 
exact science". Leonard Green, a be¬ 
havioural psychologist, himself practising 
a discipline which is perhaps not a much 
more exact science than economics is, 
seems determined to try. He recently 
programmed laboratory pigeons to test 
the “backward bending labour curve 
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theory”. The birds were set to peck at 
plastic discs to release grain. They work¬ 
ed very hard for a while as each peck 
produced more grain. Then they began 
to slacken leading Oreen to conclude 
that “pigeons, like humans, do che ish 
leisure and when the price is right, will 
give up food in order to get more lei¬ 
sure”. He also assigned laboratory rats 


to exercises for testing patterns of 
changes in consumer demand. Dispen¬ 
sers were adjusted to release at the 
pushing of a lever different kinds of food 
at different rates of flow. It was found 
that the rats, whatever their original pre¬ 
ferences might have been, began switch¬ 
ing their loyalties to the food they could 
get in the largest quantity with the smal¬ 


lest effort, a matter of changes in the 
elasticity of demand resulting in response 
to movements in prices. There is n^ 
word yet that supply-side economists, 
now with their backs to the wall, are 
turning to friends like Green for, in the 
words of the Beatles’ song, ‘*a little 
help”. 


Menace of Dr Datta Samant ? 

A Correspondent 


Dr Datta Samant appears to have 
emerged as a force in the industrial 
relations situation in the Bombay and 
surrounding areas in Maharashtra at 
least for the time being. In Bombay, 
which is the cradle of trade unionism 
in the country, labour has been cont¬ 
rolled by major trade union organisa¬ 
tions like the INTUC, AITUC, etc. 
which have political affiliations and 
certain unaffiliated unions operating in 
ports and docks, banks and L1C. Trade 
unions owing allegiance to Shiv Sena 
have also succeeded in gaining control 
over labour in certain big units. Trade 
Unions controlled by independent men 
like Dr Samant and R.J. Mehta were 
not considered as a significant force 
until recently. Of these two men, Dr 
Datta Samant has been able to spread 
his influence in the past four to five 
years. The strikes called by his unions 
at Godrej, Premier Automobiles, Rich¬ 
ardson Cruddas, X-JLO and a few other 
engineering units in Bombay made a 
significant impact on their operations. 
The closure of the Express group of 
newspapers in Bombay has been claimed 
as “another feather” in his cap by him. 

The so-called success achieved by Dr 
Samant has encouraged him to spread 
his activities to textile mills which are 
traditionally controlled by major central 
trade union organisations, namely, 
INTUC and AITUC and Dr Samant 
claims that his unions have been able 
to divert substantial membership to his 
unions. It appears that Dr Samant has 
been able to spread his field to the sixty 


cotton mills in Bombay including those 
owned by the NTC and Maharashtra 
Textile Corporation. The current textile 
strike in Bombay appears to have 
affected over two lakh workers. Dr 
Samant had tried to gain control 
in the past over the public sector 
undertaking of Mazgaon Docks. He 
is now trying to gain control of the 
port and dock workers. It is gathered 
that Dr Samant’s unions arc operating 
at least in 16 to 17 major units in proper 
Bombay and an eqnal number of units 
in the Thane-Belapur industrial belt. 
He has also been able to make inroads 
in the surrounding areas of Pune, Nasik, 
Aurangabad and Surat. It has been 
estimated that by now Dr Samant’s 
unions may be controlling more than 
one lakh workers excluding textile mills. 
This strength may not be significant 
when compared with the strength of 
the central trade unions. However, 
if Dr Samant succeeds in gaining con¬ 
trol over labour in the textile mills and 
ports and docks his strength may be 
comparable to some smaller central 
trade union organisations. 

While there can be no objection to an 
independent person organising trade 
anions in the labour field, the methods 
used by Dr Samant are exceptional. 
Dr Samant’s unions are throwing over 
board the exisiting legal framework 
and practices established for recognising 
trade unions and in settling industrial 
disputes. Iiis unions have disregarded 
the provisions of the Maharashtra legis¬ 
lation for recognition of unions, accord¬ 


ing to which, trade unions have to be 
recognised by the labour courts. 
Samont does not bother about legal 
recognition but wants de facto recogni¬ 
tion by the managements on the basis 
of his own assessment of the member¬ 
ships. After winning away workers 
from the recognised unions, he approa¬ 
ches the management for recognising 
his own unions. In order to get support 
of workers he presents a charier of 
demands to the managements. Some 
weak managements are forced to agree 
to his demands. For others who resist, 
he is not afraid of using threats, coercion, 
intimidation and even assault. 

His demands include revision of wage 
structure, increase in bonus and im¬ 
provement in working conditions. In 
many cases, he asks the managements to 
supersede the wage agreements already 
reached with the recognised unions. He 
tries to carry the workers with him with 
the beliefs that their wage structures are 
out-dated, their bonus inadequate and 
the capacity of the management to pay is 
much more than what is reflected in their 
audited balance-sheets and statements of 
accounts. While he has succeeded in his 
efforts at some places in agreeing to his 
demands, in 5 or 6 units managements 
had been compelled to close down their 
operations. In certain parts law and 
order situation has worsened and it has 
become unsafe and dangerous for law 
abiding and duty conscious workers to « 
attend to their work. 

Dr Samant has claimed that his trade 
unions are independent, that he does not 
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owe allegiance to any political party and 
that he is only interested in taking up 
genuine grievances of workers for their 
redressal. However, Dr Samant\s 
methods are not only in disregard of the 
existing laws and practices of labour, but 
what is worst they are posing law and 
order problems. His claim for indepen¬ 
dent trade unionism cannot be upheld on 
account of its violent character. 

Political Affiliations 

Dr Samant’s claim of independent 
trade unionism may be viewed against 
the existing character of the trade union 
movement in the country. For historical 
reasons trade unions in India have grown 
ym political lines. Major trade union 
* organisations in the country are subject¬ 
ed to domination of political parties For 
them, political programmes of their par¬ 
ties are of primary imporlance and 
demands for workers have to be consider¬ 
ed in the larger context of their political 
programmes. Many trade union leaders 
have joined as political workers rather 
than trade union workers. Today, the 
INTUC, which is the premier central 
trade union organisation, would like to 
pay more attention to the plans and 
policies of Congress(f) rather than inter¬ 
ests of its members and would like to 
view the demands of workers in the wider 
perspective set out by the Congress 
Governments. 

There is a growing dissatisfaction 
among the workers with the double 
role played by the trade union organi¬ 
sations. The workers who arc not 
interested in political power, but would 
like trade unions to fight for their cause 
arc feeling disillusioned. For some of 
them the legal frame-work for settling 
disputes is of less importance and even 
violence may be unavoidable if such an 
action can bring quick results for them. 
Such elements are being drifted towards 
Dr Samant’s activities. If Dr Samant is 
able to set a trend in independent trade 
unionism in the country he may get credit 
for ushering in a new era. However, the 
present atmosphere in the country is too 
clouded to pronounce any judgement on 
this issue. Today the political parties are 
too strong to be displaced from the trade 
union field. 
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The industrial unrest in the country 
undoubtedly requires serious attention 
and should be viewed in proper perspec¬ 
tive. The Government is of the view 
that the industrial unrest has been fomen¬ 
ted by certain sections to attain political 
objectives. According to them, the eco¬ 
nomic situation can be improved by main¬ 
taining industrial peace thereby accelerat¬ 
ing agricultural and industrial production 
and maintaining price stability. A grow¬ 
ing number of working class is not con¬ 
vinced by the logic of the Government. 
According to them, the working class is 
not getting the benefit of higher produc¬ 
tion and the rising prices of essential 
commodities is the result of the manoe¬ 
uvres of big business. Here, one can 
only recall the industrial truce resolu¬ 
tions which had been adopted unanimoue- 
ly in the past. For instance, the resolu¬ 
tion adopted in November, 1962 at the 
time of ihe Chinese aggression was based 
on four planks, namely, industrial pzace, 
production, price stability and savings. 
Even in those years when inflation was 
in the early stage, price stability was con¬ 
sidered inseparable from industrial 
peace. Today’s industrial unrest—and 


Dr Samant’s activities are only demons¬ 
trations of extreme feelings of the unrest 
—is basically the result of rising prices, 
disparities of incomes among various 
sectors and growing illegitimate wealth. 

It is true that these issues are of general 
nature and not peculiar to the working 
class, but as the 1962 resolution indicat¬ 
ed, where there is no price stability indus¬ 
trial peace is the fiist casualty. 

Apart from the economic situation, Dr 
Samant’s activities are again a pointer 
to the urgent need for improving the exis¬ 
ting law and practices of settling indus¬ 
trial disputes. The lacunae in our present 
system have already been identified long 
ago. But unfortunately Government has 
not been able to secure agreement of the 
trade unions on major issues. Too much 
time has been spent on settling matters 
like verification c f membership, bargain¬ 
ing agent etc. This lack of action has 
only helped people like Dr Samant to 
take advantage of the situation. It is 
high time that the present unrest is 
viewed in proper perspective so that 
really effective measures are taken to pre¬ 
vent our trade unionism from passing i 
into undesirable hands. 
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In the Nation 


Servicing Central Debt 


The stress laid by the Union Minister 
for Finance* Mr Pranab Mukherjee, at 
the last week's meeting of the Consul¬ 
tative Committee of Parliament attached 
to his ministry* on efficient utilisation of 
external borrowings has to be endorsed. 
A sharp change for the worse can be 
expected to take place in the servicing 
of this debt in the coming years owing 
to a steady decline in the availability of 
assistance from the International Deve¬ 
lopment Association (IDA), necessitating 
resort to costlier credit. 

The assistance from the IDA is likely 
to go down this year to $840 million 
from $1,600 million received annually 
in recent years. Part of this reduction 
will be offset by increased lending by the 
International Bank for Reconstruction 
and Development (IBRD). The overall 
assistance available from World Bank 
sources this year, however, may aggre¬ 
gate to $1,900 million -about $200 
million less than anticipated. This new 
mix undoubtedly will raise the debt 
servicing burden. Assistance from the 
IDA does not carry interest: only an 
annual service charge of 0.75 per cent 
is levied. It is repayable in 80 semi¬ 
annual instalments after a moratorium 
of 10 years. 

Dearer Loan 

The aid from the IBRD, on the other 
hand, carries interest around 11.5 per cent 
per annum and is repayable over 10 to 30 
years, including a grace period of three to 
10 years. |The debt servicing burden, thus, 
will go up not only because of the in¬ 
terest charges on higher borrowings from 
the IBRD but also due to the shorter 
maturing of this aid. At present, the 
external debt is predominantly of long 
maturity and entails low interest burden, 
averaging to less than two per cent. 

The cut in assistance from the IDA, 
official sources of course point out, may 
be limited to the World Bank’s fiscal year 


1982. It has been necessitated by the 
failure of the United States to fulfil its 
commitment in regard to the sixth re¬ 
plenishment of IDA resources, which has 
resulted in a shortfall of $1.6 billion in 
these resources. To some extent, the cut 
is being enforced also in view of the 
need for making available some larger 
funds to the sub-Saharan African coun¬ 
tries to which, the World Bank feels, 
other sources of borrowings are not 
available as their creditworthiness is low. 
It is hoped that the reduction in assis¬ 
tance from the IDA this year will be 
made up next year if the committed 
funds under the sixth replenishment are 
fully raised. The IDA-V1, on current 
assessment, remains a three-year pro¬ 
gramme. 

IDA Ale 

From the longer-term point of view, 
however, the assistance from the IDA is 
bound to go down. The People’s Re¬ 
public of China will be sharing assistance 
out of the next (seventh) replenishment 
of the IDA. During the IDA-VI period, 
it is being provided aid only out of the 
profits being transferred by the IBRD to 
the IDA. The change in the mix of 
assistance from the World Bank, thus, 
would have its full impact on us a couple 
of years hence. The debt servicing 
burden then should go up substantially. 
It will increase to some extent in the 
meantime on another count, i.c. the 
drawals out of the SDRs 5 billion 
accommodation secured recently from 
the International Monetary Fund. 

The dimming prospects of aid from 
the IDA and also from the IBRD will 
necessitate greater resort to commercial 
borjowings abroad. The interest on 
these funds is even higher than that on 
the assistance from the IBRD. Signifi¬ 
cantly enough, however, the Finance 
Ministei has assured that commercial 
Joans would betaken only for viable 


projects which can generate surpluses 
needed to repay them. 

Currently, the burden of servicing the 
externa! debt is not considered high. It 
amounted to 11.23 per cent of our 
commodity export earnings in 1979-80. 
This percentage declined to 10.65 last 
year. The outstanding external debt at 
the end of March last aggregated to Rs 
11,316 crores. The debt servicing liability, 
which in 1979-80 amounted to Rs 72l^p 
crores, fell to Rs 714 crores last year. 

It is estimated to be around Rs 760 
crores this year. 

Repayment Burden 

Projections reveal that the repayment 
and interest burden ui the existing 
external debt will go up to Rs 844 crores 
next year. It will be of the order of 
Rs 809 crores in 1983-84 and Rs 775 
crores in 1984-85. The subsequent two 
years will witness increase in liability to 
Rs 903 crores and Rs 9( 8 crores. These 
calculations do not take into account 
the liability arising out of the recent 
IMF accommodation as well as further * 
loans which may be raised abioad. 

Mr Mukherjee has emphasised rightly 
that the capacity to raise external loans 
and to repay them depends on healthy 
exjport growth and efficient import subs¬ 
titution. 

The outstanding internal debt of the 
Central Government at the end of 
March last amounted to Rs 29,00$ 
crores. The domestic debt entailed an 
interest burden of Rs 1,071 crores in 
1979-80 and Rs 1,365 crores in 1980-81. 
For the current year this buiden is esti¬ 
mated at Rs 1,691 crores. Mr Mukherjee 
has assured that the outstanding internal 
debt roughly equals investments in capi¬ 
tal assets and the cential loans to State 
Governments, public sector undertakings 
and the cooperative sector. The Govern¬ 
ment does not feci any necessity to put 
a ceiling on internal debt under Article 
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292 of the Constitution, but it hisno 
objection to considering the issue. The 
^bove-mentioned internal debt does not 
include the mobilisation of small savings, 
the outstandings in regard to which at 
the end of 1980-81 aggregated to Rs 7,955 
crores. 


LIC Bonus 


Thl scaling up of bonus by the Life 
Insurance Corporation to Rs 35 per 
thousand of sum assured on with-profit 
, whole life policies and to Rs 28 on 
Jwith-prolit endowment policies for 1979- 
;/ 80and 1980-81 from Rs 31 and Rs 24.80, 
respectively, for 1977-78 and 1978-79, 
though welcome, does not go far enough 
to contain the erosion in insurance 
savings due to persistent inflation. In¬ 
vestments in LIC policies, admittedly, 
provide a cover against untoward hap¬ 
pening* to policy-holders, but they are 
also taken out as a measure of forced 
savings. Inadequate bonus, there¬ 
fore, is one of the major factors for the 
individual endowment business of LIC, 
especially the profit-sharing business, 
not picking up fast. This business is of 
vital importance to LIC’s fortunes, 
though group insurance, on which 
greater emphasis is being put, serves the 
social purpose ot extending insurance 
cover to large numbeis. Inflation- 
indexing of savings for one section of the 
society obviously is not possible, as the 
Union Minister for Finance stressed 
recently. But surely the LIC bonus 
ought to protect policy-holders’ interests 
at least to the extent to which other 
savings are being protected through 
adjustments in interest structure. With 
the raising of exemption limit for 
income tax, the incentive to policy¬ 
holders to save on incomc-iux through 
investments in insurance too has got 
eroded a great deal, especially at the 
lower income levels. This can have an 
(adverse eff* ct on individual insurance 
business. 

Interestingly enough, it is in regard to 
the domestic with-profit policy-holders 
that the LIC has been niggardly in 


declaring bonus: The policy-holders in 
the United Kingdom have been allowed 
higher bonuses, ostensibly on the consi¬ 
deration that the premium incomes from 
these policies invested in the UK itself 
fetch a better return. This differentia¬ 
tion is uncalled for in so far as the 
policies issued after nationalisation are 
concerned. The payment of differential 
bonus on the policies taken over from 
the pre-nationalisitiun insurers, of 
course, is on a different footing. Con¬ 
tractual obligations are involved in that 
case. 

Conservative Exercise 

A higher bonus could have been paid 
to the domestic with-profit policy-holders 
had the actuarial exercises not been too 
consevative and also had the Govern¬ 
ment accepted the Era Seziyan Com¬ 
mittee’s suggestion for containing the 
share of the central exchequer in LIC’s 
profits. The 1981 valuation has revealed 
a surplus of Rs 518.77 crores. Ninety- 
five per cent of the surplus (Rs 492.85 
crores) has been allocated to the parti¬ 
cipating policies. The balance five per 
cent(Rs 25.94 crores) has been reserved 
as the share of the Central exchequer. 
This is approximately five times the 
ceiling suggested by the Era Seziyan 
Committee for Government’s entitlement 
in LIC profits on account of subscription 
to the share capital. 

Besides the unduly large sharing by 
the Goverment in LIC profits and the 
high management expenses, the cons¬ 
traints on adequate returns to LIC on 
its investments arise from the statutory 
framework laid down for investment of 
life insurance funds being not in confirmi- 
ty with the basic principles that should 
govern the investment of these funds. 
The investments of LIC, weighted 
heavily in favour of Government securi¬ 
ties and socially-oriented avenues, both 
low yielding, do not throw up the de¬ 
sired returns. Some upward adjust¬ 
ments have been made in the return on 
investments in socially-oriented schemes, 
but most of the other recommendations 
of the Era Sezhiyan Committee have yet 
to find acceptance by the Government. 
Further, even the appreciation in the 
assets of LIC due to inflation, particularly 


$ 

of real estate ilihets, are not being fully 
reflected in valuations. 

The with-profit policy-holders, thus, 
continue to suffer. The premium rates 
for with-profit policies, especially the 
endowment ones, too have not been 
scaled down significantly as has been 
done in the case of whole-life profit- 
sharing or without-profu policies to 
reflect the increased life expectancy. The 
1980 revision, in fact, raised the premium 
rates for some of the popular policies 
such as money-back and profit-sharing 
endowment policies taken between the 
ages 30 and 45 years for Rs 10,000 sum 
assured and between 25 and 45 years for j ,, 
Rs 20,000 sum assured, both for a term j. 
of 15 years. 

The concept of final (additional) bonus, 
introduced for the first time in the 1979 ^ 
valuation, of course, has been maintained ; j 
in the 1981 valuation for the benefit of 
with-profit policies maturing on death or ! 
otherwise over a period of 15 years. The 
additional bonus has been taised on 
longer maturities. The LIC, however, ^ 
has not attempted to extend the benefit ?| 
of additional bonus to the policies 
maturing in less than 15 years. The 
extra profits earned on longer term 
policies apparently do not accrue be- 
yond 15 years only. They start doing so !| 
after a 10-year period. The policies 
maturing after 10 years, therefore, oughtj-ipji 
to be allowed the benefit of final (addi-^ 
tional) bonus. 


Making ISI More 
Relevant 




4 

4 
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“Wl havl kept the certification (of 
standards) scheme voluntary. We had 
done it in the belief that industry knows 
its interest best. It is a very painful 
experience that even ordinary consumer 
goods like electrical light fittings are of 
poor quality. A large number of pro¬ 
ducers of these are not using the ISi 
certification scheme..We are selecting 
certain items where they can ensure 
that standards are enforced and make 
punishment on violation more stringent”, 
said Rao Birendra Singh, Union Minister 
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for Agriculture and Civil Supplies, while 
inaugurating the Nineteenth Indian 
Standards Convention at Madras on 
January 17. 

This year’s convention attracted a 
good deal more of attention than 
hitherto. The selection of subjects for 
discussion contributed to this. There 
were two subjects of special interest : 
mandatory standards for consumer 
protection and problems and prospects of 
quality grading in Indian standards. 
These had a direct impact on consumer 
interest and therefore roused discussion 
on a wider plane. A proof of this was 
evident on the technical session on 


S. Viswanathan writes 
from Madras 


mandatory standards for consumer pro¬ 
tection. As many as 150 questions were 
raised on nearly a dozen papers pre¬ 
sented. 

Indian Standards Institution (ISI), 
founded in 1947 had formulated around 
11,000 standards. JSI formulates Indian 
Standards and promotes their implementa¬ 
tion. It also operates a certification 
mark scheme to ensure manufacture of 
quality goods in the country conforming 
to the prescribed standards. 

It must be admitted that the impact 
of ISlon ensuring consumer protection 
has remained by and large modest. There 
is often the conflicting view on the role 
of 1S1. T.A. Pai as Union Minister for 
Civil Supplies and President of I SI 
was the first to have given a distinct 
lead in orienting IS! policies towards 
consumer protection. His tirade against 
poor qual'ty of several consumer items 
such as blades and domestic electiical 
fittings and food flavours led to a dis¬ 
tinct change in ISPs role : it had for 
long remained a body of scientists 
largely content to formulate stundards 
and without much worrying about the 
relevance or efficacy of these to the 
consumer. 

In the evolution of ISl, understand¬ 
ably it required the expertise of thou¬ 
sands of professionals employed by 
industry to formulate Indian stan- 
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dards. There has thus been a great deal 
of dependence on the expertise available 
with private aud public sector industrial 
units. There had been a proliferation of 
1SI committees which numbered 2186 as 
on November 30, 1981; and the number 
of committee members was 35,509. And 
the practice of holding 1SI conventions 
started in 1951; these by and large, 
provided the forum for meeting for this 
vast body of members. The compo¬ 
sition of delegates largely consisted of 
professional managers in charge of qua¬ 
lity control from private industry, 
officers from Government departments 
and Government corporations and of 
course ISI’s own officers. 

The Madras convention was attended 
by over 700 delegates. Apart from 
sessions on two subjects of specific 
interest to consumers, three other ses¬ 
sions were held : the Role of Interna¬ 
tional Standards in the Development of 
National Industry. With Madras having 
a rich cluster of automobi’e and ancillary 
industries, one session was devoted to 
Standardization for Development of 
Automotive Industry. Again Tamil Nadu 
is a very large producer of handloom 
goods and a session was devoted to 
Quality Control and Standardization in 
the Handloom Industry. 

Crisis of Identity 

After the exit of Mr Pai, there was 
again the crisis of identity for ISI; there 
was some hesitation on the part of ISI 
leadership to use standardization effec¬ 
tively for consumer protection. And 
this lack of leadership contributed 
to ISI reverting to the old dilemma : 
whether to function in its role 
as a standards body concerned 
largely with the formulation of stan¬ 
dards and not so much bother about 
their implementation. In the session on 
mandatory standards for consumer pro¬ 
tection, as could be expected, represen¬ 
tatives of industry argued the case against 
mandatory standards. They pointed out 
that ISI does not have the organization 
to police conformity. A representative 
of a leading manufacturer of bread and 
biscuits, Britannia industries, advanced 
a peculiar reasoning : that his company 
did not have the choice over the quality 
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of flour supplied by thi Government. 
Often substandard wheat was supplied 
to roller flour mills and thus quality of 
flour was poor. He left it to be inferred 
that in this helpless situation, the manu- 
facturer should not be burdened with 
compulsory certification. A few others 
continued to persist with the age-old 
claim that the products of their company 
were of a much higher standard than 
that prescribed by ISI. 

Benign Neglect 

One was struck by the benign neglect 
of the subject of standardization by the 
large industry. There were hardly a 
couple of entrepreneurs (of course Mr . 
DC. Kothari attended the convention^ 
as the Vice-President of the ISI and Mr 
Balwant Rai as the president of Hindustan 
Chamber of Commerce which was a 
co-sponsor), and more surprisingly there 
were even fewer professional managers 
who head multinationals or large pro¬ 
fessionally-managed companies And 
decision-makers belong to these two 
categories. At a press conference orga¬ 
nized on the eve of the convention it 
was pointed out that, of the dozens of 
the products of the Kothari House, 
hardly any opted for ISI certification. 
Mr D.C. Kothari made the rather pre¬ 
posterous statement that if he opted for 
the ISL certification, his consumcre would 
suspect that the standards of his com¬ 
pany's products had fallen down (to 
the minimum) ! ISI Director-General 
Dr. A.K. Gupta mentioned that out of 
11.000 Indian standardsprescribed, about 
a third do not lend themselves for certi¬ 
fication. Of the balance just around 
1000 have come under the ISI certifica¬ 
tion mark scheme. There is a greater 
degree of interest on the part of small- 
scale industrialists to come under the 
scheme. These account for 60 per cent 
of the total. Thus large industry which 
accounts for some 65 per cent of the 
total industrial production in the coun¬ 
try accounts only for 40 per cent of 
the modest number of LSI licences. 

Another sad aspect of this is the fairly 
high mortality rate of such licences. As 
at the end of November 1981, 10,149 
licences were issued and of these, only 
6169 were operative. This naturally raised 
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IS1 in this vital area of consumer protec¬ 
tion. Mr Kothari referred to tho varying 
grades of quality : the deluxe quality, 
the medium quality and the cheap quality 
and all these can conform to the ISI 
standard. There was thus the continua¬ 
tion of the by now sickeningly familiar 
practice. He claimed that the ISI stan¬ 
dards, prescribing minimum standards, 
are far inferior to his. In the past all 
the multinational and other large cor¬ 
porate units associated themselves with 
the ISI to the extent of providing their 
managers for formulation of standards 
and their faith and commitment stopped 
at that. Contrast this benign neglect 
j^ith the attitude of the small-scale indus¬ 
trial units who keep out of ISI on the 
ground that they cannot afford the 
quality stipulation as also the cost. 
Even this of course does not cut much 
ice. Dr Gupta pointed out that the 
average fee for certification worked out 
to only Rs 3500 per year which would 
not perhaps even cover the cost of the 
experts deputed by ISI to help the small 
units introduce quality procedures. 

Compulsory Marking 

Dr Gupta referred to the plea for 
different grades of certification. This 
is impractical. When the consciousness 
Mor certified goods is low even at the 
■ present small base, the consumer except¬ 
ing the elitist, may not bother to look 
to different grades of quality. After all 
' the value of goods produced annually 
bearing the IS! certification mark is 
just in the region of Rs 2300 crores 
which forms hardly two per cent of the 
GNP. And in a country of low literacy 
levels and poor consciousness for quality 
even among the literate sections, there 
does not seem to be much hope of 
industry's voluntary conformity to stan¬ 
dards. 

Mr T.A. Pai’s initiative in this regard 
did have a remarkable effect in im¬ 
proving the quality of razor blades, 
^food flavours and some of the domestic 
electrical appliances. It should be pos¬ 
sible for ISI to select a hunderd items, 
of wide consumer interest and bring 
them under compulsory certification 
every year. As a first stop information 


labelling couki also be made mandatory 
for a wider range of consumer products 
including textiles. After all T.A. 
Pai cduld succeed in introducing the 
Packaged Commodities (Regulation) Act, 
despite resistance from industry; this 
has been of considerable help to the 
consumer and it should certainly be 
possible, with careful planning, to 
embark on a programme of consumer 
protection legislation. This will help 
make the Indian Standards Institution 
a lot more relevant than it is today. 


Eastern Region 
and EEC 


The seminar, sponsored jointly by the 
Commission of the European Communi¬ 
ties and the Indian Chamber of Com¬ 
merce in Calcutta on January 27, 
focused attention mainly on the pro¬ 
blems and prospects of promoting trade 
and industrial collaboration between 
the eastern region and the EEC. The 
participants from the Indian side stres¬ 
sed the need for the increased offtake of 
jute goods, tea, engineering and electro¬ 
nic goods. Under the 4-year jute agree¬ 
ment, which came into effect on March, 
1980, all quantitative restrictions on the 
imports of jute manufactures are to be 
eliminated from January, 1984. How¬ 
ever, the agreement lays down that 
India should limit the exports of two 
categories of fabrics, namely, those fiom 
150 ems to 310 ems in width, and 
decorative fabrics. But India has been 
assured that the ceilings will be pro¬ 
gressively increased. Spokesmen of the 
jute industry urged that the restrictions 
should be withdrawn even earlier and 
that more opportunities should be given 
to enable India to diversify the export 
of jute goods. The EEC has been mainly 
importing bulk tea from India. The 
delegation was told that India was also 
keen to step up the export of value 
added items like packet tea, instant tea 
and tea bags. The discussion highlighted 
the vast scope that existed for the export 
of various kinds of engineering and 
electronic goods. 


The President of the Indian Chamber 
of Commerce, Mr P.K. Kanoria, said the 
Generalised System of Preferences (GSP) 
had not proved as effective as it was 
expected and that there was consider¬ 
able uncertainty about it. He observed 
that though the GSP for 1982 had 
liberalised the import of some agricul¬ 
tural products and enlarged its scope by 
adding nine new items, India was not 
likely to derive substantial benefit from 
the 5 to 15 per cent increase in the value 
of the ceilings and quotas since some 
important products like footwear, 
chemicals, and electronics had not been 
included in this category. lie expressed 
the hope that “with better understanding 
and appreciation of the existing cons¬ 
traints, the scope for bilateral trading 
will be considerably enlarged". Mr 
Kanoria also suggested that apart from 
reducing protectionism, it was necessary 
to change the pattern of Indo-EEC trade 
by the latter increasing its offtake of 
manufactured and value added items. 

Vast Opportunities 

The delegation described the vast 
opportunities available in the EEC for 
India’s traditional and non-traditional 
goods and pointed out how other deve-., 
loping countries had been able to take 
better advantage of them. In 1980 im- '■ 
ports from India fell by 2 per cent but 
imports from the developing countries 
as a group increased by 30 per cent, 
notably from South Korea, the Philip¬ 
pines, Thailand, Sri Lanka and Pakistan* 
The delegation suggested that Indian 
industries should resort to more in-, 
tensive and imaginative efforts to. 
promote the sale of their products. In 
1980 agricultural products accounted for 
about 27 per cent of the EEC’s total 
imports and they consisted of tea, 
oilcakes and unmanufactured tobacco, 
coffee and crude vegetable materials. The 
rest of the imports from India were in 
the category of cotton and jute fabrics, 
clothing, carpets, leather, diamonds, and 
metal manufactures. The discussion 
revealed that the eastern region of India 
had considerable scope for meeting the , 
EEC’s requirements of a large number 
of both agricultural items and manufac¬ 
tured goods. Besides, technical and 
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financial cooperation was possible in a 
wide range of industries especially in 
West Bengal. 

The delegation disclosed that during 
1982 it had been decided to disburse 
about Rs 1 crore under the India-EEC 
trade promotion programme. It includes 
trade fairs for fashion textiles, engineer¬ 
ing goods, jute, coir, electronics, and 
leather; workshops on jute, coir and 
marine products; trade missions to 
Europe to promote the exports of handi¬ 
crafts, electrical goods and computer 
software; market surveys; and buyer- 
seller meets. Besides, it is proposed to 
continue the subsidies to the Indian 
trade centres in Dusseldorf, London and 
Brussels. It is lor Indian industries to 
make the best use of these facilities to 
create a better image of their products 
and to build up enduring relationship 
with their counterparts in the EEC. 

New Delhi’s decision to liberalise 
imports further during 1982-83 will give 
greater scope to the EEC to promote its 
sales to India. The EEC’s exports to 
India rose from #832 million in 1973 to 
$3200 million in 1980 (285%) and its 
imports from #806 million to #2501 
million (210%) in the same period. The 
EEC's trade surplus in 1980 was about 
#700 million against #26 million in 1973. 
The EEC therefore can afford to be a 
little more generous in allowing access 
to Indian goods. 


Training for Power 


Tm: Wist Bengal Government has recent¬ 
ly set up a staff training college to provide 
instruction to the various categories of 
employees of the State electricity board. 
This move is indeed commendable since 
the absence of proper training has been 
a handicap to the efficient running of the 
power plants. Inaugurating the college 
on January 16, the Chief Minister, Mr 
Jyoti Basu, suggested that there should a 
continuous training of the employees 
and that engineers and technicians 
should equip themselves with the know¬ 
ledge about the latest developments rela¬ 
ting to their field. He said that, owing 


to the lack of training of personnel at 
the power stations in the past, "negative 
features" had emerged and that the elec¬ 
tricity board was not able to deal with 
the situation. Stressing the need for in¬ 
troducing proper materials management 
and job evaluation, Mr Basu remarked 
that these tasks could not be undertaken 
without providing training facilities. The 
Adviser to the electricity board, Mr S.K. 
Mukherjee, disclosed at the inaugural 
function that it was proposed to train 
2000 technicians/operators/linesmen and 
400 engineers and officers per year. 

But the electricity board can derive 
full benefit from the training programme 


R. J. Venkateswaran writes 
from Calcutta 


only if, at the same time, other appropri¬ 
ate steps are taken to improve efficiency 
at all levels. The deficiencies in the 
working of the board's plants have been 
highlighted clearly by several official 
committees and the latter have also 
made many specific suggestions to im¬ 
prove generation from the existing plants, 
to carry out expeditiously the new power 
projects, and to plan realistically on a 
long-term basis for the State’s future 
requirements of power. A few months 
ago, the Electricity Enquiry Commission, 
set up by the Calcutta High Court, 
under the Chairmanship of Mr Jahar 
Sengupta, had made a series of recom¬ 
mendations for toning up the power 
sector. How many of them have been 
accepted by the Government and what 
action is being taken to implement them? 
What has been the reaction of the 
Government to the report of the Raja- 
dhyaksha Committee on power? 

Mr Ghani Khan Chaudhury has said 
that not a single State Government has 
submitted its comments to his Ministry 
although this report was submitted in 
September 1980. Tt may be that some of 
this Committee’s proposals are not ac¬ 
ceptable to the State Governments. But 
there are many suggestions which are 
non-controversial and on which the 
States should have taken prompt action. 
West Bengal, in particular, should have 


taken this report mhMy sJneL pdwer 
shortage continues to be severe even in 
the winter months and there is an urgent?* 
need to make better utilisation of thav 
installed capacity. 

Mr Basu disclosed, while inaugurating 
the training college, that though more 
than 300 MW of diesel sets had been > 
sanctioned to industry the costs had 
been prohibitive. He said that while the j 
big and the medium industrial units 
could afford to install such sets, the 
small units could not do so. What then 
is the State Government going to do to 
enable the small units to get their re¬ 
quirements of power? 

The Association of Indian Engineering .d 
Industry (Eastern Region) observed in 
November last year that "the single most 
important constraint today to the 
growth of the existing industries and new 
investment in the State is the acute 
power shortage \ It added that ‘‘ram¬ 
pant labour unrest and indiscipline, 
coupled with bad management of plants, 
has resulted in an abominably low utili¬ 
sation of capacity”. How far is the situ¬ 
ation going to be improved by providing 
training facilities to engineers, technicians 
and other personnel? 

Gloomy Prospect 

The Association said that "as things 
stand now, the situation will deteriorate 
further in the next 10 years”. Could 
this be one of the main reasons for the 
increasing tendency of Calcutta industri¬ 
alists to invest in other States? The re¬ 
presentatives of the Gujarat Government 
visited Calcutta in January this year and 
held discussions with many industrialists 
about the investment prospects in Guja¬ 
rat. The response was described as "very 
encouraging”. It was revealed that the 
Gujarat Industrial Development Corpo¬ 
ration had received about 40 applications 
from Calcutta-based industrialists. One 
of the major attractions of Gujarat has 
been the comfortable power supply. The 
officials from Gujarat explained that the 
total power generating capacity in the ^ 
State was 2384 MW with 75 per cent 
generation and that it was proposed to 
add 250 MW everv year, the objective 
being to have a wal installed capacity 
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of 4135 MW by the end of the sixth 
Plan. 
t 

The West Bengal Government therefore 
^ should deal with its power problem with 
far greater urgency and realism and, con¬ 
vince industry that its difficulties are only 
temporary and that it can, in fact, look 
forward to an abundance of electricity in 
the near future. There is no reason why 
with such an assurance, industria¬ 
lists should seek opportunities elsewhere 
when the scope for investment in West 
Bengal is equally vast. 


Costly Calls 


Thl; Union Government announced a steep 
pre-budget increase in the postal and 
telecommunication tariffs. The revision 
which is expected to come into force from 
March 1, 1982, is expected to net Rs 8 
crores in one month, that is, March 1982, 
and Rs 100 crores in a full year. 

The registration charge for all inland 
postal articles will be increased from 
Rs 2.25 to Rs 2.75 per article. The exist¬ 


ing commission on money-orders is 25 
paise for every Rs 10 up to Rs 20 and 50 
paise for every Rs 20 thereafter. This 
will be revised as 30 paise for every Rs 10 
or part thereof. 

The present tariffs for private non¬ 
press telegrams, greeting telegrams' and 
dc luxe telegrams are R$ 2.25 for an ordi¬ 
nary telegram not exceeding eight words 
in length and 30 paise for each additional 
word. The charges for express telegrams 
are double these rates. 

It is proposed that the minimum charge 
for an ordinary telegram will be increased 
to Rs 3 but, at the same time, ten words 
will be allowed instead of eight words as 
at present. The charge for each additio¬ 
nal word beyond the first ten words will 
be 50 paise. The rates for express tele¬ 
grams will be double these charges as at 
present. The special charges levied for 
telegrams transmitted by, phonogram and 
telexogram service will be increased from 
Rs 1 to Rs 2. 

At present the annual rental for a telex 
subscriber line (inclusive of rent for the 
terminal teleprinter machine) within a 
redius of five kms from the telex exchange 
is Rs 3,000. The charge for a telex subs¬ 


criber line when teleprinter machine 
provided by the subscriber himself is 
Rs 600. These rates are being increased 
to Rs 4,500 and Rs 900 per annum res-* 
pectively. The charge for a teleprinter 
machine used in teleprinter circuits is 
being increased from Rs 2,400 toRs 3,600; 
per annum. 

The present quarterly rentals for tele* 
phones in a measured rate system arej 
according to the size of an exchange. Thp ' 
rental for a telephone in a system having; 
less than 10,000 lines is Rs 125. In res*;: 
pect of a system having between 10,000 
and 30,000 lines capacity, the rental ij» v 
Rs 150. Between 30,000 and 1,00,0001 
lines capacity, the rental is Rs 175. Fq^i 
exchange systems having more thap;^ 
1,00,000 lines (such as Delhi, Bombp^ 
and Calcutta) the rental is Rs 200. ThespI 
amounts which arc now applicable for 
billing period of three months will here^S. 
after be leviable for a billing period 
two months. The number of free e&UfJ 
allowed per telephone in a measured rate:! 
system is 1,000 calls per anuum, or 250,f 
calls per quarter. It is proposed to libe^ 
ralise this by allowing 1,200 free calls i$| 
one full year oi 200 free calls in a b**| 




Leipzig Fair 

German Democratic Republic 

14-20.3.1982 


Leipzig Is internationally recognised as a major 
world trade centre and the gateway to the* stable 
market of the member countrtes of the Council for 
Mutual Economic Aid In particular, it is the major 
commercial event in the GDR, at which some two 
thirds of the Republic's foreign trade is carried 
through. 

For the newly independent states and developing 
countries. Leipzig offers ideal surroundings, m the 
context of exhibits from 50 or 60 states, to 
promote their foreign trade and demonstrate the 
capacity of their national economy The wide* 
ranging multi branch structure of the Fair, 
featuring displays by leading manufacturers from 
the whole world, provides unequalled opportunities 
for market orientation and the examination of the 
latest trends in technology and production 

Fair entry cards and further information from: 
Leipzig Fair Agency in India 
319, Commerce House, 140 , N-Master Rd 
BOMBAY’400 023, (Phone: 270186) 

C-479 , Defence Colony . 

NEW DELHI-110024. (Phone: 623977) 

34-A, Braboutne Road, 

CALCUTTA-700001..(Phone: 263622) 

"Madan House” SO, Moore St., 

MADRAS-600001. (Phone : 21559) 
or at the frontier posts of the GDR . 
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Window on the World 


Waiting for Godot-Schmidt 


V. Bates ubraman ten 


pSESDENi Reagan and company arc 
waiting for Godot-Schmidt to 
£tand up and deliver. Although West 
Germany’s Chancellor had had his arm 
twisted, gently or otherwise, while he 
was visiting Washington in the first week 
of the new year, he successfully resisted 
having his mind made up for him on the 
question of the so-called “sanctions" 
against the Soviet Union. West Germany 
may not be the arbiter of policies for 

I icrica’s Atlantic allies, but its stand 
Hast-West issues is clearly crucial to 
icymaking in that camp. 

Avoiding Sanction 

t is no secret that the Governments in 
United Kingdom and Italy would be 
pared to go some distance iti coope- 
ing with the United States in “punish- 
" the USSR for its involvement in 
current situation in Poland if they 
ild get even a little encouragement 
m West Germany and France for a 
st European united front. 

Vhile France may be prepared to go 
;hcrthan West Germany in accusing 
Soviets of direct and decisive respon- 
lity for the suppression of the Soli- 
ity movement in Poland, it seems to 
no more ready than the latter to ac- 
t the American concept of “sanctions'* 
jredibte diplomacy, effective political 
>tegy or efficient economic tactics for 
suading or pressurising the Soviet 
ion to change course so long as 
Moscow's views of its security-related 
interests in Eastern Europe do nol 
|ermit sui^ha move on its part. This is 
that venerable philosopher of and 
counsellor on US-Soviet relations, whose 
Ijoice raised in the cause of peace, comes 
loosest in today's world to Mahatma 
liandhi's, is currently pleading that the 
feath away from a possible nuclear war 
Between the super-powers or even to¬ 
wards greater freedtm for the peoples 
p the Soviet bloc, may have to be found 
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only through the US and Soviet leader¬ 
ships getting together to address them¬ 
selves to each other's concern. 

The idea, of course, is by no means 
outlandish, the prevailing mood in US- 
Soviet relations notwithstanding. In¬ 
deed, President Reagan himself recently 
speculated on the possibility of a summit 
meeting with President Brezhnev some 
time in the course of the new year. But, 
both conceptually and as a practical 

Small Talk from 
Washington 

specific, his thinking on this subject 
remains vastly different from that of 
Kennan or others who invest the need 
for a summit meeting of this kind with 
an absolute validity as well as over¬ 
riding urgency. Reagan and his advisers, 
of course, are still talking of “linkages" 
between a Soviet return to good conduct 
in international relations and^the initia¬ 
tion of a problem-solving dialogue bet¬ 
ween the White House and the Kremlin 
and also of the US establishing a prior 
position of negotiating from strength by 
getting under way a military build-up 
presented as a necessary enterprise for 
“redressing" the “existing imbalances" 
in the armed strength of the two camps. 
West Germany's Chancellor, presumably, 
would like to argue away some of these 
American t6 ifs" and “huts", if he could, 
but the present is not exactly the time 
for his attempting this particular debate 
with President Reagan. 

Nevertheless, despite his recent talks 
with the President and his aides being 
held against adverse or even resentful 
American reaction to West Germany’s 
low-key approach to the developments in 
Poland, Chancellor Schmidt did manage 
to get out of Reagan * a reaffirmation 
of American interest in the Geneva 


talks in return for aligning himself 
a little more closely with the 
semantics of the US President’s 
outright condemnation of the Soviet 
leadership as being deeply and directly 
responsible for the declaration or imple¬ 
mentation of martial law by the Polish 
Government. At the same time, Schmidt 
succeeded in emphasising anew his 
country’s basic concern with preserving 
the policy of Ostpolitik and the essential 
structures of detente by staying with his 
decision to avoid striking a hostile pos¬ 
ture towards the Soviet Union through 
economic non-cooperation on the lines 
of the Reagan sanction. However, this 
is not the end of the chapter, by any 
means and US pressure on its Atlantic 
allies for greater conformity will doubt¬ 
less continue. The further shaping of 
West German thinking will clearly be 
very considerably influenced by trends 
within the West European community 
of nations, as American persuasion keeps 
acting on them. 

Worst Case Scenario 

Meanwhile the Reagan administration 
has to concede that, a s of now, it has been 
able to obtain only the “minimum" it 
was hoping for as the “worst case sce¬ 
nario" from the West Europeans in the 
matter of putting economic pressure on 
the Soviet Union. This minimum is that 
America's allies will not undercut US 
sanctions by exporting to the USSR to 
make up for the latter’s loss of high- 
technology or other essential imports due 
to the embargoes listed by the Reagan 
administration. The Soviet leader¬ 
ship, however, could draw comfort from 
the fact that the West European non¬ 
response to the US call for parallel sanc¬ 
tions has been more than the minimum. 
As of now, the mainstream of West 
European thinking seems to be flowing 
in the direction of carrying on business 
as usual with the SdViet Union and East 
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European countries, while resisting the 
temptation to trade more in replacement 
of goods or services withheld by the US 
from the Soviet bloc. 

Meanwhile, the Americans, it may be 
noted, are not free from anxiety on the 
score than West Germany and also Japan 
may let themselves be persuaded to sell 
to the Soviet Union essential equipment 
for the oil and gas industries, especially 
pipe-layers for the project for the trans¬ 
mission of Siberian natural gas to buyers 
in Western Europe. Indeed not many 
informed observers in the US believe 
that, although this pipeline project is one 
of the important targets of the Reagan 
sanctions offensive, it may not run 
into more serious difficulties than some 
temporary disarray in the availability of 
essentialequipment. Right now, the Presi¬ 
dent and his advisers are having to battle 
with critics or sceptics on the home front 
as well as ontrans-Atlantic or the trans¬ 
pacific in their campaign to win credi¬ 
bility for the sanctions. For one thing, 
US-Soviet commerce, especially in stra¬ 
tegic or otherwise sensitive goods, was 
at a low ebb even earlier, thanks to a 
general American policy of withholding 
from the Soviet bloc goods or services 
which could serve or strengthen military 
production or potential—a policy which 
was more emphatically implemented 
following the Soviet intervention in 
Afghanistan. 

Minor Exports 

As a result, US exports to the Soviet 
Union in the year 1981 could not have 
been much more than $2.5 billion, of 
which grain sales might account for 
much the greater part, up to Si .7 bil¬ 
lion. In the case of the remainder, which 
is non-agricultural exports, about $300- 
million worth of high-technology or 
energy-related categories are covered by 
the latest embargo. Already the Soviet 
Union is only a marginal market for 
sophisticated electronic equipment from 
the United States. But it is still possible 
that the US decision to suspend the issu¬ 
ance of new licences or the renewal of 
expiring licences for the export of such 
items as computers, microchips, spectro¬ 
photometers, machine tools and chemi 
cals might add to the Soviet's procure 


meat problems in areas wtiere domestic 
production is unable to cope. 

As against this possibility, however, 
there is the fact that, despite a progressive 
US strategy of curtailing or banning 
shipments of sophisticated electronic 
equipment to the Soviet Union, that 
country has been successfully pursuing 
the modernisation or upgrading of its 
military technology and equipment. It 
is interesting to note that the Americans 
themselves are trying to justify their 
plans for equipping NATO bases in 
Western Europe with intermediate range 
missiles by asserting that similar Soviet 
weaponry deployed against Atlantic al¬ 
liance targets have been rapidly improv¬ 
ing in accuracy and other performance 
standards. 

Other Sources 

The implication clearly is that the 
Soviet Union has been able to tap 
other sources of supply, as well as re¬ 
place direct imports of American pro¬ 
ducts by obtaining them through third 
countries. Not many, even in the adminis¬ 
tration, are ready to assert that such 
procurement possibilities open to the 
Soviets could be eliminated or even 
severely curtailed, while fewer still are 
prepared to argue that the USSR may 
not be stimulated into putting more of 
its domestic effort in closing the gaps in 
its technology or manufacture. 

It could be argued of course that, 
despite the tough rhetoric of his con¬ 
demnation of the Soviets for the Polish 
developments, Reagan has carefully re¬ 
frained from hitting the Soviet economy 
at the one point where it could be most 
conspicuously hurt in the shortest pos¬ 
sible time. In addition to having to cope 
with a large shortfall in its domestic 
harvest, the USSR is now being called 
upon to make its maximum possible 
contribution to the relief of food short¬ 
age in Poland. It is thus markedly vul¬ 
nerable to a suspension of American 
grain supplies. If President Reagan has 
abstained from trying to apply this “leve¬ 
rage”, the reasons, in the main, are two. 
First, during his campaign for the Presi¬ 
dency as well as after he arrived at 
the White House, Reagan has been saying 
that his predecessor had blundered by 
subjecting the American farmer to the 



unfair hardship of an embargo on grain 
shipments to the Soviet Union. Second* 
when he himself decided some months 
ago to allow the resumption of grain, 
exports to the Soviet Union, he did so;; 
in circumstances which did not rule out; 
the possibility of the situation in Poland- 
taking a turn in the direction it has taken/ 
now. ; 


On-Going Contracts 

Consequently, unless the pressure 
circumstances becomes compelling in 'f| 
degree truly extraordinary, he caniic^ 
break an on-going contract with th$f 
Soviet Union, or afford to break 
with the farmers in his own country 
Given this context, his decision to de$j 
talks on a new multi-year contract fa 
the period beyond September 30, 1911 
which were scheduled to take place 
February, is probably about as far as 1 
could go in using food as a politic 
weapon against the Soviet Union. 

Meanwhile, under the existing arran$$P 
ments, the US has contracted to sell^l 
basic quantity of up to eight mi llion tor 
of food and feed grains, plus an adtff 
tional amount of up to 15 million tonne T , 
making a total of 23 million tonnes over|§5 
year. The Soviet Union has so far : 
purchases up to 11 million tonnes, a thki 
of which has been already shipped. Mo 
of these purchases has been of feed graiti^ 
with Moscow taking the precaution 
continuing to nurse its other sources* 
supply, especially for wheat. Before tfc 
Carter embargo in 1980, the Soviet Uni$ 
had been importing up to two-thirds: 
its grain needs from the US. That peg 
portion has now fallen to one-fourth ;0 
its total imports. It is possible that, units 
Canada and Argentina prove reluctati) 
tc step up their exports of grain to 
Soviet Union, the latter may try to 
away from the US market as far as poij| 
sible. Such an attitude could even: 
that the USSR may not lift all of 
quantity that may be available to it uts 
the current agreement with the US. 

American farm interests, while mui 
in their complaining, are still more ti 
merely uneasy about the possible eroaic^ 
of a highly significant market for thcSf* 
export surpluses. One of their spokesmen 
says that Reagan seems to think that 
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Soviets can’t get along without out* grain, 
1>at they’ve already showmusthey pretty 
much can”—an assessment with which 
[anadministration economist agrees when 
l he suggests that “the thing is, wc need t( 
^Sell them the grain more than they need 
to buy from us”. To add emphasis to the 
‘point these two are making, it may be 
I noted that a State Department spokesman 
"conceded that the Reagan administration 
!had not even talked to the Canadians yet 
about a unified policy on grain exports to 
the Soviet Union. As ol now, America’s 
neighbour on the same continent is not 
^likely to be any more enthusistic about 
^ the Reagan strategy of sanctions than 
*West Germany on the other side of the 
5 Atlantic. Especially with Moscow having 
i reconciled itself to selling as much gold 
as it needs to in world markets- asagainsl 
jvits sales of 90 tonnes abroad in 1980, it 
rdisgorged up to 200 tonnes last year, 
Pmosl of it in the fourth quarter—the 
| Soviet economy may not be starved of 


imports from the West or Japan, where 
recession has set sellers chasing buyers. 

Tailpiece: Discussing the dynamics 
of “forgetfulness”in his Psychopathology 
of Everyday Life”, Freud suggests that 
a person is often found to be having 
difficulties in recollecting the name of 
another person who bears the same name 
as he or she does, because a name is such 
a personal possession that one is pro¬ 
foundly disturbed by the idea of having 
to share it with others and is therefore 
disposed to seek relief or refuge in “for¬ 
getting”. There may be something in 
this. The other day Senator Edward M. 
Kennedy, who was canvassing for a 
Democratic Congressional candidate, was 
repeatedly fumbling over her name. He 
was referring to her as “Barbara 
McNclly”,or “Mrs Connelly”, but could 
never call her by her right name which 
is “Barbara B. Kennelly”. “Kennedy” 
and “Kennedy”, so same-sounding ex¬ 
cept for the very last fractional bit. 


j West Europe Under 2-Front Attack 


f* V. R. Bhatt London 

k 


fTHR record trade surplus of Japan with 
Pthe European Economic Community and 
rjLhe massive budget deficit of the USA 
npombined with the economic uncertain¬ 
ties created by the sanction? imposed on 
Sthe Soviet Union by President Reagan 
ojid agreed in principle by the Nato allies 
Ijproject for Western Europe a gloomy 
FJ982. Upto now th^ non Communist 
nEurope’s main worry had been the Atnc- 
Prican recession and the measures taken 
$by the American Administration to cure 
Kt. Today with Japan surging ahead at 
^the annual rate of 5 percent growth - 
P^igher than any fellow member of the 
!*t)ECD and with an ever-increasing 
rt Wrc of world trade and economic 
PWvity, Western Europe is faced 
*Vith a two-front economic attack 
^Vkich is expected to continue, precipi¬ 
tating damaging trade wars and slowing 
Economic recovery. To complicate matters 
American pressure on European allies 
impose economic sanctions against 
e1 he USSR threatens one of their most 
Promising markets and their supplies 
x \f energy. 


Taking first Japan's impact on the EEC 
which with the USA has almost equal 
shares of the world’s economic activity 
(about 22 pjr cent each) the acceleration 
of Japan’s economic growth constitutes 
an increasing threat to both. The EEC 
trade deficit with Japan last year was 
$10.3 billion against $8.8 billion in 
1980. Japan’s exports to EEC rose to 
$18.9 B billion against EEC exports to Japan 
of $8.6 billion. This wa? despite intense 
pressure by the Europeans (and Ameri¬ 
cans) on Japan to restrain their exports 
and give easier access to EEC exports 
to achieve a more reasonable balance in 
trade. The versatility of Japapcsc in¬ 
dustry is indicated by a drop in the ex¬ 
port of cars voluntarily while the export 
of other transport equipment to the EEC 
—ships and motor cycles—-rose by 27.2 
per cent valued at $5.5 billion 
while tape recorders registered a 59.3 
percent rise accounting for $1.9 billion. 
The USA is also suffering from the more 
competitive Japanese exports but can 
exercise more effective pressure from 
its political and military influence on 


Japan which recently mollified Pit&deat 
Reagan by a 7 per cent increase in its 
defence budget. 

Japan has been frequently confronted 
by the EEC and North America (USA 
and Canada), the so-ealled triad, which 
dominates the world ccpnomy. At the 
latest tripartite talks at Florida, Japan, 
gave a pledge to take “drastic action” 
to ease non-tariff import restrictions de¬ 
signed to protect the domestic niajket 
from Western competition. This hfcs not 
assured the EEC whose chief negotiator, 
Sir Roy Denman, said after the talks; 
“They have made such promises before.. 
If all they have to do is cut tariffs on 
biscuits from 35 to 32 per cent that is 
not going to solve our problem.” 

Trade Wars 

If Japan is unable or unwilfing to carry 
out the pledge, the danger is protec¬ 
tionism generating trade wars which 
would not help the triad and also da¬ 
mage the Third world. Japan appears to 
have a stronger position than the other 
two as it could cushion itself by com¬ 
peting successfully against Western ex¬ 
ports in the developing countries, the 
Soviet bloc and China. It is also more 
optimistic about the future than Western 
Europe and North America. The Govern¬ 
ment’s Economic Planning Agency pre¬ 
dicted last week that Japan will overtake 
the USA in per capita gross national in¬ 
come by the year 2,000. This is based on 
ihe assumption of a 5 per cent growth 
a year (compared with a 3 per cent per 
annum for EEC and USA) after inflation 
for the period. It forecast that the total 
value of goods and services produced per 
person in Japan would rise 140.6 per c^nt 
to $21,510 by the end of the cen¬ 
tury from $8,940 in 1980. The USA 
per capita GNP it estimated would 
be $ 17,600 by) the year 2000, a 
68.9 per cent rise from $10,420 in 1980. 
For the EEC the figure would be a $13,520 
up 68.2 per cent from $8,400 in 1980. 
Japan’s share of world economic acti¬ 
vity would go up from 10 per cent today 
to 13 per cent while the US proportion 
would decline from 21.8 per cent to 19 
per cent and the EEC’s from 20.2 per 
cent to 18 per cent. 

It is interesting to note that Japan 
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today leads in the use of advanced tech¬ 
nology in industry. It employs 80 per 
cent of the industrial robots in service 
in the world. It also has been the most 
successful in energy conservation. Alter¬ 
natives to oil are being rapidly develop¬ 
ed and in 1995 it is hoped to reduce de¬ 
pendence on oil to 43 per cent while 
coal will provide 16.5 per cent (from 
current 11.6%) and nuclear 14.3 per 
cent (from 2 per cent). Natural gas 
from Siberia will be available from the 
joint Russian-Japanese projects to deve¬ 
lop the rich energy resources of the re¬ 
gion. Incidentally Japan has stepped 
forward to supply 100 pipe layers to the 
Soviet Union in the place of those from 
the American Caterpillar Company ban¬ 
ned by Mr Reagan as part of sanctions 
against Russia over Poland. These are 
for the multibillion project to pipe natu¬ 
ral gas from Siberia’s Yamal Peninsula 
to Czech-German border and from there 
distribute to industrial areas of West 
Germany, France and Italy. 

Dependence on US 

The economics of Western Europe are 
so interlinked and dependent on the 
health of the American economy, that to 
consider them independently is like clap¬ 
ping with one hand. What concerns it 
most at present is the savage battering 
of the American economy by Reagano¬ 
mics.—a dogmatic mixture of mone¬ 
tarism and supply side economics. Ac¬ 
cording to the latest report of the US 
Commerce Department American eco¬ 
nomic activity fell by 5.2 per cent in 
the last quarter of the 1981 and unem¬ 
ployment has risen to the post-war re¬ 
cord of 9 per cent. American economic 
statistics are headline news in the Western 
Europe and they continue to project 
deepening of the recession and a massive 
budget deficit which has to be made up 
by massive borrowing. This means that 
interest rates in the USA will continue 
to remain high attracting monies from 
Western European countries (and other 
parts of the world) weakening their cur¬ 
rencies vis-a-vis the dollar on one hand 
and on the other compelling them to 
keep their interest rates high. The 
damage is two-fold. The European 
bill for oil and other essential supplies 


which are expressed in dollars mount, 
while the high interest rates increases 
the production costs of industry and 
work into prices. The latest estimate 
which had an impact on European eco¬ 
nomies was by Henry Kaufman, the 
most influential Wall Street expert who 
said that American interest rates would 
start climbing from the increasing de¬ 
mands of the American Treasury and of 
private cradit demand. His projection 
is that they will once again reach the 
1981 peak of over 20 per cent by the end 
of 1981. “Under a monetarist policy”, 
he is quoted in European Press as saying 
“there is no relation between inflation 
and internal interest rates. Federal funds 
have reached 20 per cent rates on several 
occasions while inflation was nowhere 
near that level”. 

Aggravated Relations 

West European-American relations 
have been aggravated further by the 
threat of trade war between the two in 
steel. The steel trade between the USA 
and EEC is regulated by a US trigger 
price mechanism. If imported steel prices 
fall below this level, American steel firms 
can sue the countries of origin. The 
US Steel Corporation, the country’s big¬ 
gest steel producer, has gone to courts 
charging, WestGermany, France, Britain, 
Belgium, Italy and Luxembourg with 
dumping. The EEC Commission has 
warned that the opening of legal proceed¬ 
ings risked damaging US-EEC relations 
and that action would be taken to pro¬ 
tect EEC steel producers. 

The economic sanctions against Russia 
by the USA on the Polish situation have 
put at risk the most important ever 
Soviet-Western joint enterprise, the 845 
billion 3,500 mile pipeline to carry gas 
from Siberia to Western Europe, and 
also thousands of jobs. Although most 
of the American sanctions are cosmetic 
the ban on American companies supply¬ 
ing equipment for the pipeline, which 
depends on American technology, affect 
Western Europe most. European com¬ 
panies using American technology on 
license are prevented from fulfilling con¬ 
tracts worth over a billion dollars and 
may have to reduce their operations. 
However West Germany, France and 
Japan may be able to help. 


From the very beginning when the 
pipeline was planned the USA has been 
expressing alarm at West Europe bccoitK 
ing dependent on energy which the USSR 
will supply through it. The West Euro? 
pcans are convinced that Washington*# 
choice of sanctions against the pipeline 
is to delay its completion. 


The Nato allies under pressure fron* 
USA have drawn up a list of pos* 
siblc sanctions to be taken against USSR 
if there is no improvement in the inter¬ 
nal situation in Poland. This was don#: 
in order to denumstiate the unity of th& 
alliance but it is doubtful whether arty,* 
damaging sanctions will be undertaken,. 
Thr latest FTC figures show how serioiisf 
is the recession in W. Europe. The nuffl£ 
her of unemployment in the EEC hfti| 
topped ten mill'on —which is 9 per cenfi 
of the EEC work force. Most economist#! 
predict only a slow recovery as a restll^ 
of the impact of the American rccessio«| 
and measures to cure it and JapaheSC^ 
competition. The most alarming fcatUf| 
is that the so far soundest economy 
West Germany*—had the steepest rise S 
unemployment in 1981. 


OPEC Cash Rush int 
German Companies 


Anoihpr wavl of OPEC money is floo$$ 
ing into West German companies. Matthiu| 
Sccfddcr, Chairman of the chemical gaift|| 
BASF, says why: France’s atractivenefS 
for OPEC has faded since Mitterrand canft| 
to power. The sheikhs have alread|| 
bought almost all that interests them ij|i 
Britain. Switzerland and America altqw 
foreign investors only limited interest !^ 
their blue-chip companies. And tbft 
leaves West Germany. 

The opinion of Seefelder is interestiip 
because of the question of what themottc$ 
is actually doing. His firm was surroui|| 
ded by rumours when the value of I$$ 
stock began to rise. There are repjrtjaj: 
that 15 per cent is held by an anonymou^ 
foreigner, possibly an OPEC man. Thou^f$ 
the surpluses of the OPEC countries art? 
only half what they were last year, ther#i 
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is a whacking $60 billion looking for i 
somewhere to go. 

It appears that the OPEC potentates 
have developed a new type of recycling. 
After the 1973 oil shock, they made i 
point of obtaining the approval of all 
concerned before buying blocks of Ger¬ 
man industrial stock. But since the second 
oil price rise in 1979 they have switched 
to a more secretive investment policy. 

Deutsche Bank was among those which 
from the very beginning mistrusted as¬ 
surances that oil interests were buying 
industrial equities not to gain a say in 
the management but for purely financial 
reasons. 


Voting Rights 

Deutsche Bank made a point as far 
back as the mid-1970s of restricting the 
voting rights for its own stock. Ever 
since, no stockholder may hold more 
than five per cent of West Germany’s 
biggest bank’s DM 1.114bn capital in 
the form of shares with voting rights, 

Through Dcuslchc Bank board mem¬ 
bers who are on the Supervisory Boards 
of other companies the bank prevailed 
on such industrial giants as Bayer, Man- 
nesmann and BASF to introduce similar 
provisions. 

But even smaller corporations like 
Linde AG took the precaution of limit¬ 
ing voting rights, though the step was 
hotly disputed. 

Opponents of restrictions say they can 
be beaten by using fronts. Assuming a 
rich sheikh invested DM500m to corner 
DM300m worth of BASF shares on the 
stockmarket, he would only need four 
fronts who would vote with him to im- j 
plement his own ideas at the AGM. No 
examples have become known so far and 
it would seem safe to assume that the 
limitation of voting rights has been effec¬ 
tive as a first ban icr. Butin the long 
run it may be different. 

There has lately been more muscle in 
the investment methods of OPEC million¬ 
aires. This can also be taken as evidence 
that the people who dispose of the oil ! 
surplusts no longer content themselves 
with remaining in the background. They 
could well be hankeiing fora direct say 
in West German corporations. 
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Point of View 


Boosting Remittances from Abroad 

R. B. L Garg 


The growth prospects of foreign remittances hinge on two major 
impoderables : the level of economic activity in the host countries 
and the level of immigration. However the Government should ensure 
that whatever is remitted comes through legal channels. The positive 
encouragement could be in the form of their investment in industries 
which are not necessarily export-oriented. The way has been shown 
by the recent concessions to Arab investors. The inflow of funds 
through unofficial channels would not only involve the loss of precious 
foreign exchange but would also aggravate our economic problems. 


A slowdown in the pace of accretion to 
India’s foreign exchange reserves which 
began in 1980 continues even now. 
After rising steadily in the second half 
of the 1970s, the country’s reserves—ex¬ 
cluding gold and SDR—declined from 
Rs 5220 crorcs in 1979 to as low as 
Rs 3655 crorcs in 1981 (October 1981). 
The fall in the foreign exchange reserves 
is mainly attributed to the rapidly dete¬ 
riorating balance of trade. The trade 
deficit has increased rapidly from 
Rs 2449 crorcs in 1979-80 to over 
Rs 5,700 crores in 1980-81. The origin 
of present crisis may be found in the 
rise in the price of oil which is one of 
the major items of Indian imports. It 
may, however, be said that India’s 
foreign exchange position would have 
been still worse if the invisible receipts 
had not gone up fast—particularly re¬ 
mittances from abroad. The rapid rise 
in the value of oil imports, on the one 
hand, and the protectionist policies 
followed by the developed world, on the 
other, would have surely brought a 
disaster to the country’s economic deve¬ 
lopment by dislocating the existing 
balance in external payments, if there 
had not been adequate inflow of re¬ 
mittances from abroad in the recent 
years. 

Indians working abroad have been 
sending sizeable sums in foreign ex¬ 
change to their kith and kin back home. 
Such foreign remittances form a major 
chunk of the country’s invisible receipts’ 
(the others being earnings from tourism, 
shipping, consultancy, and insurance) 
accounting for more than half of our 


export earnings. There are two sources 
of inward remittances of foreign ex¬ 
change : (a) Indians settled abroad; and 
(b) migrants labourers/executives/officers, 
etc. The remittances are made by the 
people for a variety of reasons, including 
buying a plot of land for house cons¬ 
truction, rebuilding the farm, buying 
agricultural machinery, consumer dur¬ 
ables, arranging a decent marriage for 
sisters (daughters), starting a new sup¬ 
port activity for parents and the like. 
The areas into which such funds have 
flowed have been primarily determined 
by the economic status of the people 
working abroad. However, for most 
migrants, the first priority is to have a 
house of one’s own at home followed 
by other priorities which by and large 
depend upon the ^intensity of the 
requirements. 

The money which Indian nationals 
have been sending to their family mem¬ 
bers is normally expected to come to the 
country through banking sources as only 
then it becomes a source of invaluable 
foreign exchange. In the absence of 
any planning, this vital source of 
foreign exchange remained only partially 
tapped for a long time as a major part 
of it flowed into the country in an illegal 
(non-banking avenues) manner through 
unauthorised foreign exchange dealers 
who paid as much as 20 per cent pre¬ 
mium over the normal rate of conver¬ 
sion. It was only after the first oil 
shock in 1973-74 that the Government 
made a determined effort to attract more 
savings from non-resident Indians. The 
declaration of emergency and the strin¬ 


gent law enacted against economic offen- 
ders helped in blocking the inflow of 
foreign remittances through illegal 
channels. As a result of firming up of 
rupee against the dollar, the unofficial 
rate of exchange also narrowed down 
which further proved disincentive fori;, 
illegal deals. ■ 

Rapid Inflow 

In the mid-Scvcnties, there was a 
noticeable shift in the destination 
of Indians seeking jobs abroad and / 
thousands of them were drawn towards 
the oil-rich west Asian countries. Fur¬ 
ther, as a result of certain incentives, 
announced by the Government to UK 
crease the flow of reniiltancs, there was 
rapid increase in the foreign remittances. 
Among the several measures taken to ' 
boost remittances those which worked 
were: (l) permitting the non-resident . 
Indians to open bank accounts in . 
selected currencies; (2) permitting them' 
to invest in Indian industry to the ex¬ 
tent of 20 per cent of the share capital! ^ 
of the project concerned; and (3) income 
tax exemption on the dividend from 
units of the Unit Trust of India. 

There has been rapid flow of remit¬ 
tances into the country from Indian 
nationals abroad in the recent years. 
The inward remittances, which were 
placed at Ks 560 crorcs in 1974, increas- . 
ed spectacularly to Rs 2219 crores in 
1978 and again to Rs 2775 crores in 1979. 

In 1980, the flow of foreign remittances , 
increased to Rs 4068 crores while in 
1981 it went up further to Rs 4585 crores. : 
Thus from a monthly average of Rs 47 s! 
crorcs in 1974, it went up as high as 
Rs 231 crorcs in 1979 which furthet 
rose steeply to Rs 341 crores per month, 
in 1980. The monthly average in 1981; 
was Rs 382 crores. It may be pertinent ! 
to point out that the rapid growth in 
inward remittances has been possible 
because of certain timely steps taken by 
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pie Ministry of Finance. The Enforce- 
fpient Directorate under the Ministry has 
|ftepped up its activities and detected 
jpeveral cases involving violations of the 
^Foreign Exchange Regulation Act. The 
dumber of searches conducted by the 
^Directorate increased from 1201 in 
||979 to 1423 in 1980 and further 
|to 1600 in 1981. The amount of Indian 
jpprrency and foreign exchange seized 
fhas also gone up. The amount involved 
Jn the offences detected during 1979 was 
fits 30 crores. It increased to Rs 55 
jerores in 1980. Till November 1981 the 
JAmount had already crossed Rs 60 
| crores. The Directorate has also an 
}excellent record in obtaining convictions 
un courts. Of the 134 prosecutions 
launched during 1981, 109 had been 
"disposed of. Of this 61 cases ended in 
(convictions which meant that the rate 
: was more than 50 per cent, a creditable 
record. 

Offering Incentives 

In view of depleting foreign exchange 
reserves, it is of vital importance to tap 
this source of foreign remittances 
by offering more incentives to Indian 
nationals abroad. It may, however, be 
pointed out that the growth prospects of 
remittances hinge on two major impon¬ 
derables. In the fir»t place, it is the 
level of economic activity in the host 
countries which nay not continue to 
surge up as rapidly as it did following 
; the oil price hike in 1978. Another 
factor is the level oI inimigiation which 
may not grow rapidly as is evident from 
current trends of regulations followed by 
several countries to tighten the inflow 
of labour from the developing countries. 

Countries such as the UK, West 
Germany and France have put severe 
restrictions on foreign labour and have 
attempted to stabilise their migrant 
labour force. Although these measures 
arc frequently attributed to recession 
and the difficulties of 1973-75, the timing 
of the beginning of these restrictions 
shows that they preceded the oil price 
rise. On both these counts, the Indian 
response should be to improve the skill 
content of the migrants so that their 
chances of employment and of better 
i earnings increase. According to thcre- 
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cent world development report of the 
World Bank, although West Asia may 
still be a choice for Indians in the near 
future, yet there do not appear bright 
prospects for increased employment of 
migrant labour in the long run. Thus, 
as the report suggests, “unless new 
‘poles’ of immigration develop, labour 
exporters are likely to find that remit¬ 
tance flows will not grow at the same 
rates as in the past”. 

While larger inflow of foreign remit- 
lances is important to restore greater 
order in the balance of payments as 
also to strengthen the Indian rupee, it 
is equally vital to ensure that money that 
flows into the country finds its way into 
productive investments. The areas into 
which funds flow are primarily deter¬ 
mined by the economic status of the 
people working abioad. The experience 
so far suggest> that such monies have 
served little productive purposes as a 
major part of such inflow is spent on 
land, buildings and jcwdleiy thus push¬ 
ing up their prices. On the other hand, 
as is evident from recent spurt in smug¬ 
gling activities and raids an 1 seizures, 
there is a lot of leakage of remittances as 
the ‘huwala’ racketeers still succeed in 
cornering these funds and diverting to 
finance the contraband trade. The 
Malhotra Committee on Foreign Ex¬ 
change Remittances by ind'an Nationals 
Residing Abroad has given a clear 
picture of the resulting waste caused by 
diversion of remittances into unproduc¬ 
tive areas. It is a hard fact that unless 
Indian nationals abroad are given 


positive encouragement to invest their 
monies in India, the remittances are 
likely to come under pressure. Reduc¬ 
tion in income-tax in line with the 
Foreign Exchange Regulations Act as 
contemplated by the Malhotra Com¬ 
mittee, is a good measure but it is not 
certainly enough. The positive en¬ 
couragement to the non-rcsidcnt Indians 
could be in the form of their investment 
in industries which are not export- 
oriented. 

The way has been shown by the 
recent concessions to Arab investors. 
Non-resident Indian capital that may be 
available is much smaller in volume than 
potential petro-dollar investment but 
this is no reason why this should not be 
invited on equally attractive terms. The 
Finance Ministry's plan to liberalise the 
existing norms of investments by non¬ 
resident Indians by way of portfolio 
investments in the industrial sector will 
ceitainly prove attractive, d he Ministry 
has a’s.i rightly instiuctcd tho Reserve 
Bank to make return, from non-resident 
deposits more attractive. It has also to 
be ensured that no pari of the foreign 
exchange that is earned by the country 
leaks out through unauthorised dealers 
and for undesirable purposes. It must 
be clearly understood that unless the 
foreign exchange that the country earns 
is brought through official channels, 
conserved and properly used, any amount 
of inflow would simply aggravate the 
economic problems, besides involving loss 
of precious foreign exchange. 
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Point of View ' 

Farm Productivity Growth in India 


V. K. Sharma 


The author who is associated with the Division of Agricultural 
Economics of the Indian Agricultural Research Institute, has studied 
the productivity in selected crops during the late colonial period and 
then after independence. He states that In the British days attention 
was directed mainly towards the cultivation of commercial crops like 
sugarcane. It was the high yielding varieties and improved technology 
introduced after independence that made a significant impact on 
wheat and sorghum. Rice yields have also Increased but not to the 
same extent. Productivity of other crops has stagnated. 


A high rate of growth of agricultural 
productivity is essential for sustained 
growth of a developing economy. Enhanc¬ 
ed agricultural productivity requires 
persistent untiring efforts in terms of 
research, extension and making the 
appropriate mix of inputs available 
timely to the cultivators. How far, after 
independence, wc have been successful 
in our endeavour of achieving a high rate 
of growth in productivity of agricultural 
commodities is a matter of serious con¬ 
cern in the context of development and 
can be assessed by comparing it tempo¬ 
rarily with the late colonial period. In 
this study an attempt is, therefore, 
made to analyse the performance of 
productivity of selected crops in India 
during the colonial period after World 
War I and the post-colonial era. 

The data for this study pertain to the 
period 1919-20 to 1978-79. The yield 
series up to 1946-47 has been taken from 
Blyn’s Work 1 (1966) and for subsequent 
years from various issues of Estimates of 
Area, Production and Yields of Principal 
crops in India. 2 Five crops, namely, 
rice, wheat, sorghum and gram from the 
’food grains’ group and sugarcane from 
the commercial crops, have been consi¬ 
dered. 

The graph (P. 368) shows the movement 
in yield rates of the selected crops for the 
period under consideration. 8 On the basis 
of this the entire period was divided 
in phases. One observes a depression in 
yields spread over late Forties and early 
Fifties for all crops except sugarcane. 
This abnormal period (corresponding to 
the partition of India) has been excluded 
from the analysis. The sub-periods 
considered for different crops are given 
Table I, 


Linear growth rates of observed yields 
have been worked out for each period. 
In order to examine the pattern of vari¬ 
ability in productivity of various crops 
in different periods, it is assumed that 


the systematic (trend) component of] 
yield change is due to the eontributiofj 
of controlled inputs and technology antf j 
the deviations from the trend measuxtt^ 
the extent of fluctuations in yield cause$J 
by uncontrollable inputs like weath^j 
The square root of residual mean square^ 
around the trend expressed as percentage 
of mean yield has been used to measaitij|| 
variability. 

Table II shows the mean yield 
percentage annual growth rate for th 
selected crops in different periods. It! 


■ 

■ 

"S 


Table I 

Sub-periods Considered for Different Crops 




Rice 


Wheat Sorghum 

Gram 

Sugarcane H 

Period 

1 

1919/20 to 

1919/20 to 1919/20 to 

1926/27 to 

1919/20 tof 



1914/45 


1944/45 1944/45 

1944/45 

1928/29 

Period 

11 

1953/54 to 

1953/54 to 1953/54 to 

1953/54 to 

1929/30 tol 



1964/65 


1964/65 1970/71 

1978/79 

1935/36 t| 

Period 

Ill 

1965/66 to 

1965/66 to 1971/72 to 

— 

1939/40 t pW 



1978/79 


1978/79 1978/79 


1953/54 'jg 

Period 

IV 

* 


—- 

- — 

1954/55 tm, 
1978/79 '4| 





Table 11 


if 


Mean Levels and Growth Rates of Productivity of Selected Crops in ^ 



Different Periods —All India (1919-20 to 

1978-79) 

' 

Crops 


;V,v 

Periods Mean Coefficient of Rate of growth/! 





Productivity yield 

% per : 
annum J 





Kg/ha variability \ 




I 

923 

6 

-0.S*'/| 

Rice 



II 

928 

7 

2.6* '1 




111 

1082 

7 

2.7* 




I 

787 

8 

ns 

Wheat 



II 

781 

8 

1.6*1 




HI 

1226 

6 

4-6* 




i 

538 

8 

—0.5*1 

Sorghum 


II 

491 

9 

ns 




III 

585 

9 

10.6* 




I 

607 

8 

ns ^ 

Gram 



n 

610 

11 

ns 




I 

2689 

5 


Sugarcane in 


n 

3360 

4 

t.i- >i 
ns 

terms of gur 


hi 

3280 

5 




IV 

4545 

6 

9.7* ■;'! 

- 


* Significant at 1 per cent probability level. ** Significant at 5 per cwRj 
probability level. *** Significant at 10 per cent probability level, ns not significant! 
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Five yearly moving average of yields ( in kg per hectare) of selected crops in India (19 19-20 to 1976-77 ) 


t leveals that during the colonial period, 
t; the yield levels of food crops either 
fc remained stagnant (wheat and gram) or 
t had a mild negative trend (rice and 
sorghum). The exceptional case was that 
I of sugarcane which recorded significant 
t productivity gains during the early 
\ Thirties. But in this case too the upward 
< trend could not be sustained and yields 
^stabilised till the early Fifties, though 
J. | at a higher level (3280 kgs. per hectare) 
\ j The upswing in the Thirties was probably. 
; j due to the boost given to the sugar 
1 « industry and concerted efforts made by 
the factories to improve production in 
t the feeding areas through better seeds 
and agronomic practices. 

Rice and wheat yields picked up in 
the post-colonial period II mainly due 
to the expansion of irrigation and ferti¬ 
lizer use but sorghum and gram yields 
still continued lo stagnate. With shift 
in sugar policy and growing importance 
of the Southern sugarcane producing 
areas, the yield of this crop started 
raising at about 3 per cent per annum. 

The post-1%5 period witnessed a major 
jump in the growth of wheat yield-mainly 
5, due to the high-yielding varieties techno- 
I logy. For rice, however, the change 

I 
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was imperceptible (2.7 per cent in period 
Ill as compared to 2.6 per cent in period 
11). Sorghum yields picked up only in} 
the early Seventies, and the rate has 
been very impressive. Gram continued 
to stagnate. 

Variability in yields is one of the two 
components of production variability 
(other being area variability) and is more 
crucial in the context of farmers’ deci¬ 
sions regarding technological choice. 
Table II also Ogives the measure of vari¬ 
ability of yields of the selected crops in 
different periods. Two important ten¬ 
dencies are revealed by these figures. 
First, the magnitude of variability is not 
crop specific, and second, order of 
variability does not change substantially, 
from period to period. 

Growth in the productivity of food 
grain crops either stagnated or showed 
a negative tendency during the colonial 
period under study. Whatever attention 
was paid by the then Government was 
directed towards the cultivation of com¬ 
mercial crops like sugarcane. Even 
after independence and before the high- 
yielding varieties technology era the 
yields of some crops like wheat, rice, 
sugarcane went up while those crops like 
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sorghum and gram were practicale 
stagnant. 

In the ‘green revolution era’ the 
high-yielding technology made a signi¬ 
ficant impact on wheal and sorghum 
yields. Rice yield rates also underwent 
a slight improvement but the yield of 
gram still continues to be what it was. 
The differential performance of different 
crops is essentially out of differential 
rate of technological progress and res¬ 
ponse to modern inputs. The study also 
brings, out the fact that productivity 
variability expressed as percentage of 
mean yield is noL crop specific and also 
does not undergo a substantial change 
due to change in technology. 

References 
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Mixed Fortunes for Plantations 


Mixed fortunes, bordering a setback, 
were evidenced in the plantation sedtor 
in India during 1981. It was one more 
adverse year for tea with depressed 
market conditions and shortfalls in 
domestic output, particularly in south 
India. Tea crop for 1981 is estimated 
at 565 m. kgs. representing a fall of 10 m. 
kgs over the previous year. Exports 
touched an all-time record of 240 m. kgs, 
but unit realisation fell by about 40 
paise per kg. Seasonal variations in 
coffee production caused the 1980-81 
(October-Septcmbcr) season’s output to 
drop to 130,500 tonnes compared to 
150,000 tonnes in the previous season. 
Although coffee prices ffuctualed sharply, 
they settled marginally below the 1980 
average. The unusually heavy mon¬ 
soon affected the output of natural 
rubber and the estimate at 153,000 tonnes 
for 1981-82 (April-March) will be 
almost the same as in the previous year. 
The rubber market continued to remain 
firm. Likewise, the cardamom crop of 
4,400 tonnes during the 1980-81 season 
(September-August) will be on par with 
that of the previous season. But stiff 
competition abroad has, besides reduc¬ 
ing India’s share of the world market, 
led to a downtrend in export prices. 

Tea 

Tea production in the country during 
January-Novembcr, 1981, totalled 
545.3 m. kgs as against the harvest of 
552.7 m. kgs during the corresponding 
period in 1980. Crop figures for 1981 
are likely to close with an output of 
565 m. kgs—10 m. kgs below the output 
level recorded in the previous year. The 
1981 crop for South India is likely to 
settle at 122 m. kgs—9 m. kgs below 
the previous year’s output and the lowest 
in the last five years. 

The crop loss in South India could be 
traced partly to climatic factors and 
labour unrest, but more significant has 
been the impact of a cutback in essential 
inputs resulting from the adverse finan¬ 
cial situation prevailing in the industry. 
In fertiliser alone—the major input—the 


reduction has ranged from 12 per cent 
to as much as 40 per cent. At the 
global level, the latest available infor¬ 
mation is indicative of a world crop 
(excluding China) of around 1,526 in. 
kgs during 1981— 6m. kgs above the 
1980 level. The main feature has been 
an upswing in Sri Lanka’s output by 
about 20 m. kgs, thereby making good 
the crop loss in the other countries. 

With tea exports from India expected 
to touch an all-time record of 240 m. 
kgs in 1981, signs of our regaining lost 
grounds in the world market are seen. 
However, with a lower unit value reali¬ 
sation of about 40 paise per kg, foreign 
exchange earning during 1981 is estimat¬ 
ed at Rs 430 crores only marginally 
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higher by about Rs 18 crores over the 
previous year. The fall in output in 
Kenya is associated with a fall in exports 
which has been of the order of 15 m. 
kgs during the first half of 1981, but the 
interesting development is that in spite 
of a gain in production, tea shipment 
from Sri Lanka during January-Septcm- 
ber, 1981, is only marginally up by 1.4 
m. kgs when compared with the exports 
during the corresponding period in 1980. 

In keeping with the global trend, tea 
prices remained depressed during most 
part of the year but picked up in the 
last quarter. The year ended with a 
marginal price increase in Calcutta, 
Cochin and Coonoor auctions by 16, 25 
and 76 paise per kg lespectively which 
falls far short of the increase in the cost 
of production. Briefly, the price trends 
are asunder: 


Average Prices (Leaf and Dust) 

(Rs per kg—inclusivc of excise duty) 


Years Calcutta Cochin Coonoor Coimba- 





tore 

1980 

15.10 

13.14 

10.43 

11.58 

1981 

15.26 

13.39 

11.19 

12.43 


Average price of ‘all teas' sold 
London auctions during 1981 was 99*3$ 
pence per kg as against 96.12 pence gx& 
kg during the previous year. 

Short-run prospects for tea wot$$ 
depend on the market behaviour and the 
extent to which it would cover the oofl$ 
escalation arising mainly from enhanc^ 
wages and increased input prices. 
it is, several units in South India tftf 
losing between Rs 1.50 and Rs 2 
kg and for the producers in Kerala, 
a bitter struggle for survival. Some bf 
the marginal units have already clo$$|o 
down and some others are on the vergo iqft 
closure. The fiscal reliefs, particular!#; 
those announced by the Union Goverei*; 
ment, are inadequate and help only thosp 
units engaged in direct exports. ‘f\ 

Domestic and global trends are 
gestive of better prospects for 
industry in 1982. Improved sugar 
put is likely to stimulate the inters^ 
demand for tea and the better functioi|j 
ing of the infrastructural etements if 
likely to have a salutary impact on cofi; 
structure of the industry. Much, hobfe 
ever, depends on the outcome of 
proposed meeting of the tea productof 
countries in Delhi this month 
which efforts are bound to be made 
hammering out an International 
Agreement. 


fc€ 

Tfl# 


Coffee 

It is likely that the coffee crop 
1980-81 season might marginally 
short of the revised estimate of 130,52# 
tonnes. Receipt of the season’s crO|| 
into the pool up to mid-December, 
was 117,904 tonnes comprising 44/ 
tonnes of Arabica Plantation, 
tonnes of Arabica Cherry and 
tonnes of Robusta Cherry and 
ment. 

52,800 tonnes of the 1979-80 
crop were sold through internal satftfl 
till mid-Dccembcr, 1981. Export sale* 
during the period totalled 95,484 tonnera 
Of the arrivals with the pool of tjt^i 
1980,81 crop, 32,900 tonnes were dltaj 
posed of at the internal auctions till 15l 


16 , 331 ? 

57 , 1 #; 

Paroftij 


season'*! 
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g^wmber, 1981, and €8,498 tonnes 
Pplimt export sales. 

J;?: Coffee exports from India during 1980- 
pi registered a marked increase compared 
^ the previous fiscal year. 89,018 

uses worth Rs 215 crorcs were shipped 
during 1980-81 as against 61,959 tonnes 
^Valued at Rs 179 crores during 1979-80. 
flPhe unit value of colfec exports for 
{1980-81 was Rs 24,152 per tonne com- 
jpgred with Rs 28,885 per tonne realised 
during the previous year. The unit 
Value of exports of coffee further dec¬ 
lined to Rs 17,660 per tonne during 
April-September, 1981. 

Internal pool sale prices moved up, 
although, not significantly, during 1981. 

The average price of Plantation ‘A’ 
grades during the year was Rs 584 per 
50 kgs as against Rs 516 per 50 kgs 
during 1980. Arabica Cherry ‘AB’ 
fetched on an average Rs 494 per 50 kgs 
fend Robusta Cherry ‘AB’ Rs 467.50 per 
50 kgs during the year, as against the 
f Corresponding sale averages of Rs 445.50 
' and Rs 422.50 respectively in 1980. 

Fluctuations 

Wide fluctuations in export prices 
were observed in 1981. While the Plan¬ 
tation ‘A’ grades were sold at an average 
price of Rs 1,004.50 per 50 kgs at the 
atart of the year, it dropped to a bottom 
level of Rs 783.50 per 50 kgs in June, 
“^thereafter, the frosty conditions in 
Brazil generated an upswing in the global 
coffee market. The average prices of all 
grades of coflfcc sold at the export 
auctions in India were, nevertheless, 
OWerinl981 compared with the pre¬ 
ceding year. The simple average prices 
)f Plantation ‘A* grades at the export 
tuctions during 1981 was Rs 1,074 per 
©kgs as against Rs 1,096 in the pre- 
nous year. The average prices of other 
;radcs of colfee also showed the same 
rend during the year. 

The impact of widespread frost that 
xxurred in Brazil in July, 1981, will be 
uch as to reduce the country’s coffee 
rop in 1982-83 by as much as 40-45 per 
;ent or to 1.08 million tonnes from the 
iriginal estimate of 1.95 m. tonnes, 
lince it is hardly possible for other 
sountrics to step up production of this 


magnitude in the short-run, world prices 
are expected to stabilise at upper limits 
in the current year. 

The 1981-82 season's coffee crop in 
India is put at 160,000 tonnes, surpassing 
the previous peak of 150,000 tonnes 
harvested during 1979-80. 

Rubber 

Due to prolonged wet weather and the 
consequent dip in output particularly in 
the month of September, natural rubber 
production in India during the first ten 
months of 1981 at 109,695 tonnes was 
down by 7,615 tonnes over the corres¬ 
ponding period in 1980. Accordingly, 
production eslimate for 1981 (January- 
December) is put at 149,195 tonnes as 
against 155,380 tonnes during 1980 
representing a shorlfall of 6,185 tonnes. 
With bright tapping trends expected 
between January-March 1982, produc¬ 
tion level for 1981-82 (April-March) is 
estimated to touch 153,000 tonnes, 
almost the same as that of the previous 
year. On the other hand, production of 
synthetic rubber for the first ten months 
of 1981 at 23,895 tonnes was up by 
3,698 tonnes. 

The increased demand for elastomers 
was reflected in an overall consumption 
of 202,475 tonnes during the first ten 
mouths of 1981—5,519 tonnes more than 
during the corresponding period in 1980. 
It is to be noted, in this connection, that 
while the offtake of natural rubber at 
147,420 tonnes was higher by 7,585 ton¬ 
nes, the consumption of synthetic rubber 
at 35,805 tonnes fell by 2,900 tonnes. 

Imports of rubber during the first ten 
months of 1981 jumped almost five-fold 
in comparison to the same period last 
year. Between January-October, 1981, 
they stood at 53,838 tonnes consisting of 
36,500 tonnes of natural rubber and 
17,338 tonnes of synthetic rubber. Of 
a quantity of 13,157 tonnes of rubber 
brought into the country in January- 
October, 1980, all but 400 tonnes were of 
synthet c origin. 

Contrary to world trends where the 
slump in the automobile industry had 
caused a slump in rubber prices, the 
market for natural rubber in India firmed 


RMA Jot rubber in Kottayam during 
1981 was Rs 1,390 per quintal as against 
Rs 1,127 per quintal in. 

With a tentative estimate of produc¬ 
tion of natural rubber at 162,000 tonnes 
for 1982-83 and commensurate with the 
increased tempo of industrial growth in 
the country, demand will continue to 
exceed supply and so long as the scarce 
foreign exchange is not utilised for ex¬ 
cessive imports of rubberr, the market for 
natural rubber is expected to remain firm 
in 1982. 


Cardamom 

Cardamom crop of 1981-82 season is 
likely to reach 4,400 tonnes which is the 
same as in the previous year. The State- 
wise break-up in tonnes) is Kerala 3,100, 
Tamil Nadu 325 and Karnataka 975. 

Internal prices improved on an average 
by Rs 10 per kg during 1981-82 and the 
Staic-w ise trends at I he major auctions 
arc indicated below : 


August-December 
1981 1980 

(Rs per Kg) 


Kerala 120.39 111.03 

Tamil Nadu 82.57 81.88 

Karnataka 92.98 77.89 


Average 113.57 1 03.49 


The expert scene during 1981 was indi¬ 
cative of intensified competition, particu¬ 
larly from Gautcmala, resulting in lower 
price realisation for Indian cardamom. 
Between April and December, 1981, 1,773 
tonnes of cardamom valued at Rs 23 
crorcs were shipped from India. This 
compares with 1,769 tonnes at Rs 26 
crores during the corresponding period 
in 1980, that is, a fall in unit export 
value of Rs 19 per kg during April- 
Deccmber, 1981. 

The Indian crop for 1982-83 is provi¬ 
sionally estimated at 4,400 tonnes. How¬ 
ever, a further stiffening of competition 
in the international market is anticipated 
in 1982 and a decline in prices is likely. 

Source : UPAS! 
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‘STATE OF THE 
ECONOMY 


Heavy Industry 
, Undertakings 

Seventeen manufacturing pub¬ 
lic sector undertakings under 
the Department of Heavy In¬ 
dustry have achieved a total 
production of Rs 152.85 cro- 
res during December 1981. 
This production of 152.85 cro- 
& res was 102 per cent of the 
target of Rs 150.27 crores for 
the month, and 26 per cent 
higher than the production of 
Rs 121.26 crores achieved in 
the same month last year. 
Cumulatively, the production 
during the first nine months of 
1981-8° ie. April-Dceember 
1981, has been Rs 1028.17 cro- 
rcs, 92 per cent of the target 
of Rs 111 5.36 crores and 25 
per cent higher than the pro¬ 
duction of Rs 823.95 crores 
achieved in the corresponding 
period last year. 

In addition, Engineering 
Projects (India) Ltd (LPI), 
achieved a turn over of Rs 
16.74 crores uuring December 
1981. This was 92 per cent 
higher than the turnover of 
Rs 8.72 crores achieved in 
December 1980. Cumulatively 
EPI achieved a turnover of 
Rs 128.52 crores during April- 
Decem her 1981, 17 per cent 
higher than the turnover of 
Rs 109.62 crores achieved in 
the corresponding period last 
year. 


Output of Fertilisers 
and Drugs 

The Minister for Petroleum, 
Chemicals and Fertilisers, Mr 
P. Shiv Shankar, to*d the Par¬ 
liamentary Consultative Com¬ 
mittee of his Ministry recently 
* that increased production of 
fertilisers so far seemed to 
assure that the targets of pro¬ 
duction of 32 lakh tonnes of 
nitrogen and 9.25 lakh tonnes 
of phosphates, set for the cur¬ 


rent year, would be achieved. 
The Minister, who was presid¬ 
ing over the meeting of the 
Commitee for the first time 
after taking over charge of the 
Ministry of Petroleum, Chemi¬ 
cals and Fertilisers, said tlint 
there had been a very signifi¬ 
cant improvement in the indi¬ 
genous production of nilroge- 
neous and phosphatic fertili¬ 
sers during the last nine months 
and the actual production bet¬ 
ween April to December, 1981 
was 23.05 lakh tonnes of nitro¬ 
gen and 7.04 lakh tonnes of 
phosphates. 

This, Mr Shiv Shanker said 
represented a 55 per cent in¬ 
crease in the case of nitrogen 
production fand 11 per cent 
increase in the case of phos¬ 
phates over the production in 
the corresponding period last 
year. The Minister said that 
in the current financial year, 
two fertiliser plants—Kanpur 
Expansion and Kan31a Expan¬ 
sion—had gone into commer¬ 
cial production and commis¬ 
sioning activities were under 
way in the Bharuch, Trombay- 
V and Tialdia Fertilser Plants. 

New Bank Directors 

Allahabad Bank: Mr Bandhu 
Mahto, Village - Kapan, 
Di st (. Sama st i pur (Bi ha r) 
Repre scnling the interests of 
depositors: Dincsh Chandra 
Barman, Agriculturist, Vil¬ 
lage Baropak, Distl. C'ooch 
Behar, (West Bengal)-Re¬ 
presenting the interests of far¬ 
mers; Mr H.K. Wattal, The 
Kailash Carpet Co, Agra 
(Uttar Pradesh), Represent¬ 
ing the interests of artisans; 
Mr P.K. Mallik, Chartered 
Accountant, Calcutta (West 
Bengal); Mr Damodar Pandey, 
Social Worker, P.G. Ram- 
garh Cantt., Distl. Hazari- 
bagh (Bihar); Mr Ghulam 
Rasool Kar, New Colony 
Sopore, Kashmir; Mr Sohan 


Mehta, Indore Samachar, 
Indore (Madhya Pradesh). 

Bank of Maharashtra: Bri¬ 
gadier N.N. Madan (Reid ) 
New Delhi Rcpieseiding the 
interests of depositors- Mr 
Thakor Bliat Pat el. N'ew IXlhi 
—Representing the inteiests 
of farmers; Miss Me* In IVi!. 
Vice - Chairman, Mahila 
Arthik Vikas Mahaniarutal 
itd, Bombay (Maharii'ditia) 
Representing the interests 
of artisans Mr P.D. Dalai, 
Chartered Accountant Dhole 
(Maharashtra); Mr A.k 
Kao, Director, The Indian 
Molasses Co P\ t ltd, 
Visakhapalnatn i Andhra 

Pradesh): Mr Suiesh C, 
Asthana Ness Delhi. Mr 
V.R. Hoshiug. Social \‘vin¬ 
ker, Bom ha v (Maharashtra). 

Bank of Barodi* : Mr Rbap 
Sinch. 1 x-Diiector. Punjab 
MARKH IX Disti. Patiala. 

(Pu nja b) - Rc pi e s e n! i i\ v ! lie- 
interests of depositors: Mr 
C’. Ramaki ishna. Madt as— 
Representing l lie interests 
of farmers; Mr Virindei 
Mehta, M/s Photo Goods 
Seivicc. Delhi Representing 
the interests ol artisans; Mi 
P.K. Choksev. Chartered 
Accountant, Calcutta fWesi 
Bengal); Mr Naomi rn 1. 
Phiiva. Managing Dir^n*, 
lndo-Nippon Chemical Co 
Ltd, Bombay (Maharashtra): 
Mr Ban-si l a! Mehta, New 
Delhi; Mt K.S. Taragi, 
Advocate, Naimfal (Uttar 
Piadesh); Mr Ma/arilal 
Sharma, Social Worker, 
Jaipur (Rajasthan). 

Rupee-Pound Exchange 

A downward tevision of 
rupee by 0.58 per cent in 
relation to the pound sterling 
was announced recently by 
the Reserve Bank of India. 
The spot buying and sell¬ 
ing rate of Rs 17.20 
pet pound stcilinii are so 
fixed as to g/ve a new middle 
late ul Rs 17.20 per pound 
sterling compared with pre¬ 
vious ia(c of Rs 17.10. 

The new buying and selling 
rates for spot delively are: 
buying: £5.8005 per Rs 100, 
corresponding to Rs 17.16 
per £: Selling: £ 5.8275 
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per Rs 100, corresponding 
to Rs 17.24 per £. The rupee- ( 
sferhng rate last adjusted on ! 
lunuary 25. when the rupee ij 
vas apptecia'ed by 0.88 per ? ; 


cent. 


Company Appeals 


I, 

iil 

ft 


thatSr 
section^; 


It has been notified 
the appeals under 
III of the Companies Act/';? 
l l> >6 against refusal to re*^ 
gister tiansfer of shares OiV. 
debentures in respect of com-^ 
panics having registered 
lice in the Eastern Regiafi^ 
(comprising the States 
Union Territories of 
Bengal, Bihai, Oiissa, 
Moghalava, Nagaland, 

• am. Tripura, Munipur,f ; 
Andaman & Noeobar 
laiuM, may henceforth bi# 
tiled with lhe Regional Off! 
rf the Company Law Boarw 
9, Old Post Office Streep 
Calcutta. Similarly, suefif? 
appeals m respect of Weste# 1 ® 
and Southern Regions (coi 
prising the Slides and Uni 
Territories of Maharasht^ 
Gujarat, Madhya Pradesh, 
Gou. Daman and Din, Tamj 
Nadu, Karnataka. Keral^j 
Andlmr Pradesh and Pond#^ 
cherry), may be tiled with th$|j 
Regional Office of the Conte® 
pa n y I .aw Boa rd, N 
House (2nd floor), 15, Narot4f 
tarn Moiarjec Marg, Baliafdi 
Lslioc, Bom Ivy. The appeals 
relating to the companieS 
having registered office JjriKS 
the Northern Region (cotn^ 5 
prising the States and UnWflg 
Terri lories of IJttar Pradesfi,^ 
Rajasthan, Himachal Pradesh^ 
Punjab, Haryana, 
and Kashmir and DelhjjU 
may continue to be filed III? 
tlie Office of the Compstf)^ 
Law Board, Shastri BhawgXfigf! 
(5th floor), 'A’ Wing, iSg 
Rajendra Prasad Road, New 
Delhi. A 




Indo-lndonesian 
Economic Cooperation; 

The Indonesian YndusijHjS 
Minister, Mr A.R. SoehodJ&l 
and Dr Charon jit Cfmnana| 
Minister for State for Indus#; 
try. Steel & Mines had wi4$ 
ranging discussions covering 
many areas of economic an^ 
industrial co-operation be^j 
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pfifen the two countries. The 
ijtyD Ministers reviewed the 
ijprogress of the projects where 
the organisations * of the 
two countries arc working 
together. These include the 
jCement plant in Inch me mu. 
Which is being set up by the 
Projects and I'cjuipment Cor- 
potation, (Pl.C) a public seek r 
Enterprise, on a turn-key 
J; basis. It was noted with salo- 
ifnction that this project is 
making the anticipated pro* 

Stress- 

I The other areas of mutual 
^interest discussed at the 
^meeting included the Tool- 
IroOm-cuni-T ra i n i ng C e n I rc 
‘being set up by HM7 m 
Indonesia, the technical 

kcollaboraiion lor which 
jjhas already been signed and 
j;the comme rt in I co I la bo i a t io 11 
Sis likely U be signed xhorriy. 
fThe HMT has uko offered 
jits services for settiig up a 
jjwatch assembly nit and 
|somc other uniK. Duiing the 
discussions, the Indone ian 

:&ide indicated interest for 
^conducting a survey for 

power resources in West 
Sumatra followed by explor¬ 
ing possibilities for setting 
\up energy intensive indus¬ 
tries. The Indian side nlso 
Offered assistance m the es¬ 
tablishment of additional 

'power generation uipacify in 
Indonesia. It v\ a s a greed t hat 
itwo separate teams one for 
tithe possibilities in West 
jjSuniulra, and the i t her on 
jthe power generation . nd 
jtransmissn n equipment, would 
wisit Indonesia shortly. 


|Sri Lanka for Joint 
Marketing of Tea 

j Sri Lanks has suggested 
'joint marketing of hidian 
and S -1 Lankan tea in third 
•coumries for obtaining better 
price for the product. This 
s was indicated by the \isiting 
: Sri I anka’s Mmistei of 
finance and Planning, Mi. 
Ronnie de Mel .when he called 
pn the Commerce Minister, 
Mr Shivrjj V. Paid, recently. 

| Mr Mel pointed out that 
Over the Iasi lew decades the 
jpriees of tea in the inter¬ 
national maikel had not gone 
llip proportionately with 


the general price rise and, 
as a result, the prices 
had now ceased to be remu¬ 
nerative. He said that India 
and Sri Lanka, who were the 
biggest producers of tea could 
take up joint marketing of 
the commodity. Mr Patil 
welcomed the proposal and 
said that the possibilities of 
such cooperation were be¬ 
ing looked into. 

1 he two Ministers also 

discussed the ways and 

means of increasing and 

diversifying 1 ndo-Sri Lanka 

trade. Sri Lankan Minister 
urged the Indian entrepre¬ 
neurs to invest in his coun-J 

try, specially, in the Free 
Trade /one, with buy-back 
arrangements. 

Trade between India and 
Sri Lanka is governed by a 
Tilde Agreement signed in 
)%!. The agreement is of 
a general nature and provides 
that ?t shall remain in force 
until it is modified or termina¬ 
ted by either contracting 
party on giving three months 
notice to the other party. The 
trade balance between the two 
countries has been in India's 
I a vou r. In 1980-81 India’s 
exports to Sri Lanka were 
worth Rs89.l4 crores and im¬ 
ports bom Sri Lanka were 
v\oith Rs 31.52 crores. In the 
first six months of D8I-82, 
the exports and imp*, rts 
were worth Rs 30.77 ert res 
and Rs 20.82 crores, respec¬ 
tively. India’s major exports 
to Sn I anka include com¬ 
mercial vehicles, mcdicin; I 
and pharmaceutical products, 
textiles yarn and fabrics 
etc. iron and steel, machi¬ 
nery, electric and non¬ 
electric etc. Our imports from 
Sii Lanka mainly consisi 
ot coca beans, spices, crude 
mineials etc. and rubber. 

Joint Ventures in 
Uganda 

Mr Vijay Mallya, Chan- 
man United Bieweries Inter¬ 
national, accompanied hy Mr 
Morris Mathias, President 
United Breweries Interna¬ 
tional. along w'ilh a team 
of experts were in Ugandi 
recently on the invitation 
of the Government of Uganda 
to investigate prospects of in¬ 
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dustrial joint ventures. The 
invitation to the United Bre¬ 
weries Group was extended 
during the recent visit 
cf the President, Di A. 
Milton Obote to India. 

During the week long visit, 
the United Breweries Group 
met various agencies of 
Ihc Government of Uganda. 
The delegates also visited 
various parts of the country 
to familiarise themselves 
with investment opportuni¬ 
ties. At the end of the visit 
to Uganda, Mr Vijay Mallya 
signed a memorandum of 
understanding with Mr 
A.K. Tibcrondwa, the 
Uganda Minister of Industry, 
whereby it was agreed to ,^ct 
up joint ventures in (he follow - 
ing areas: 1. Drugs and 

pharmaceuticals. 2. Process¬ 
ing, canning and bottling 
of fruit and vegetable pro¬ 
ducts 3. Packing industry. 
4. Distilling, blending and 
bottling of alcoholic beve¬ 
rages. 

The United Breweries 


Group m India are produ¬ 
cers of a wide range of beer* 
alcoholic beverages. and *. 
canned fruit products which 1 
are marketed under the well 
known names of “King 
Fisher'\“Mcdowe11sVT>ipyV 
and “Kissan” respectively. 
The group is also closely asso¬ 
ciated W'ith Hoechst A.G., 
Cadbuiy Schw:eppes and 
other multinational Corpora¬ 
tions. 

Indo-Romanian 

Trade 

Romania is keen to import 
more items like chemicals 
and pharmaceuticals and 
other manufactured goods 
from India and will send 
trade missions to survey 
the Indian market This 
was indicated by the visiting 
Romanian Deputy Minister 
of Foreign Trade, Mr Mai in 
Traistarn, when he called 
on the Commerce Minister, 
Mr Shivraj V. Palii, recently 


Publications From The 

United Nations 



Statistical Yearbook 1978 
L Tmportant compilation of statistics from countries 
throughout the world covering a wide range of 
economic and social subjects 

1979 - . US $ 50.00 

('Yearbook of National Accounts Statistics v .9 
"Detailed estimates of national income end reia ed 
economic measures for some 126 countries and 
ar?as. 2 Vols (not sold separately). 

1980 US $ 70.00 

Demographic Yearbook 1978 

Features international migration as a special 
subject. 

1979 US 8 36.00 

Yearbook of National Trade Statistics 19" 8 
A compilation of national tables showing annual 
figures for several years for over 159 countries and 
territories. Set of 2 volumes, 

1979 US $ 65.00 

The presort Good Offices Committee 
Rate is Rs. 9 60 to a US S 


Oxford Book & Stationery Co. 


Scendia House 
New Delhi-1 



17, Park Street 
Calcutta-16 
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Tie two Ktinisters stressed 
the need for identification of 
areas and commodities to 
increase and diversify Indo- 
Romanian tiade and eco¬ 
nomic cooperation. The 
two Ministers also noted 
that the trade plans provi¬ 
sion for 1982 had been subs¬ 
tantially higher than that of 
1981. 

Mr Patil welcomed Roma¬ 
nia’s intention to buy more 
from India as well as to send 
trade missions to identify new 
areas. Mr Traistarn also sug¬ 
gested that India should em¬ 
bark upon an aggressive 
marketing drive in Romania 
for its products. India’s irade 
with Romania is conducted 
on a bilateral balanced basis 
with payment in non conver¬ 
tible Indian rupee under 
the framework of Indo- 
Romanian Trade and Pay¬ 
ments Agreement concluded 
in December 1980 and valid 
upto the end of 1985. The 
two way Indo-Romania 
trade in 1980 was worth 
Rs 146.3 ctoics as compared 
to Rs 84.2 crores in 1979. The 
trade plan provisions for 
1981 were worth Rs 240 crores 
as compared to Rs 327 crores 
in 1982. 

Iron ore is the only major 
item of export to Romania 
constituting 75 per cent of 
total Indian exports. The other 
items include leather, ferro 
manganese, engineering goods 
and chemicals, in small quan¬ 
tities. The non-traditiomil 
exports are as low as 20 per 
cent. 

International Congress 
of Soil Science 

The International Congress 
of Soil Science is being 
organised at Delhi from 
February 8 to J 6, 1982 by the 
Indian Society of Soil Science 
under the auspices of Inter¬ 
national Society of Soil 
Science which is one of the 
most prestigious professional 
societies of the world and is 
represented by about 6500 
members from 127 countries 
and 54 national societies. 
Held every four years, 
India has the privilege of 
hosting the Congress and it is 
for the first time that the 

mam 
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congress is being held in a 
developing country. Dr J.S. 
Kanwar, eminent soil scien¬ 
tist of India is the Chairman 
of the International Society 
of Soil Science and the Chair¬ 
man of congress organising 
committee. 

More than 1000 eminent 
soil scientists representing 
about 70 countries will be 
deliberating in the congress, 
the theme of which is “Mana¬ 
ging soil resources to meet 
the challenges to mankind” 
in its 7 plenary sessions, 4 
symposia and 7 commission 
meetings besides 415 scienti¬ 
fic papers will be discussed. 
Hopes are pinned to evolve 
from the congress strategics 
to meet the challenges such 
as meeting the increasing food 
demand and threat to environ¬ 
ment which arc the major 
problems of the tropical re¬ 
gions inhibited by the largest 
population of the world. The 
congress also proposes to pre¬ 
pare guidelines for soil 
policy for different nations 
for conserving soil resources, 
increase in their production 
potential and combating soil 
degrading process and im¬ 
proving the deteriorated soil. 
“Save the soil” to serve the 
humanity is motto of the 
congress. 

Telecommunication 

Links 

In accordance with an 
agreement signed between the 
UN Economic Council for 
Asia and Far East (ECAFE, 
now ESCAP), United Nations 
Development Programme 
(UNDP), the International 
Telecommunication Union 
(ITU) and participating Asian 
countries including India, 
feasibility studies for setting 
up an Asian Telecommunica¬ 
tion Network were carried out 
starting in 1970. The studies 
covered the provision of stable 
good quality transmission 
links, as also other aspects 
needed for an improved re¬ 
gional telecommunication net¬ 
work. 

India participated in the 
studies and is specially con¬ 
cerned with the implementa¬ 
tion of systems to her neigh¬ 
bours as a part of the Asian 


network in &outh Asia. Parti¬ 
culars of these links along with 
present status areas follows: 

A wide band microwave 
system between Madurai and 


Ramcswaram in India and > 
another system of wide band j 
capacity between RamcswaramJ; 
(India) and Colombo (Srf , 1 - 
La nk a) have been planned by \ 




The Oelhi Cloth & General Mills Co. Ltd/ : 

Regd. Office: Bara Hindu Rao, Delhi Ji 

NOTICE i; 

It is hereby notified for the information of the public that# 
The Delhi Cloth & General Mills Co. Ltd., proposes to makdf.v 
an application to the Central Government in the Department 
of Company Affairs, New Delhi under Sub-Section (2) of Sect 
tion 22 of the Monopolies and Restrictive Trade Practices Act^| 
1969 for the establishment of a new manuiactuiing activity 
the production, supply, distribution or control of PoJyestef! 
Filament Yarn with an installed capacity of J5000 TPA and;'; 
estimated turnover of about Rs. 112 Crores. Oilier particulaft 
of the proposed undertaking are as under 


l. Name of the proposed 
undertaking 


The r"oposod manufactur-|j 
ing activity will be undeF-f 
taken by The Delhi Cloth 
General Mills Co. Ltd. ‘ ,l * 




2. Names of persons or autho- : The Delhi Cloth & General 


3. 


rity/authorit ies proposing 
to establish the new under¬ 
taking. Where it is a body 
corporate, furnish details 
of its management struc¬ 
ture together with those of 
the proposed undertaking 
Capital structure of the 
applicant/person of autho¬ 
rity and of the proposed 
undertaking 


Mills Co. Ltd., will be thel 
proprietors of the propose#; 
manufacturing activity 
is managed by ManagitJ® 
Directors. v| 


: The capital structure 0l 
The Delhi Cloth & GeneT&l 
Mills Co. Ltd., as on 30t| 
June, 198! : 

Rs. 5C),OO.OO,O0( 
Rs. 1,67,50,1 


5. 


Authorised 
Issued 

Preference ■ .1 

Equity : R^l 9^67^2,36? 

Total : Rs. 21,34,fi23|| 

Subscribed ' 

Preference : Rs. 1,67,23, 5% 

J-quity Rs. 19,67,32,3wi 
Total : Rs. 21,34,55,#$ 

: in the backward district ‘$1 
state of H.P, or U.P. or M,j$: 
The estimated cost of the pro*? 
ject will be about Rs. 95JKjjj 
crores, which is proposed 
be financed by company’! 
own resouices and borrows 
inos from financial institlf 
lions and banks and by is$t&1 
of debcntuics. 

Any person interested in the matter may make a represent*?* 
tion to the Secretary, Department of Company Affairs, Govern-? 
ment of India, Shastri Bhavan, New Delhi within 14 days froflT 
the date of publication of this notice, intimating his views bni 
the proposal and indicating the nature of his interest therein. " 

Se¬ 
dated . 29th January, 1982 (EXECUTIVE DIRECTOR)! 


Proposed location of the 
new undertaking 
Brief outline of the cost of : 
the project, the scheme and 
source of finance 


i 
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fl'flfcT Department for [inking 
pitta with Sri Lanka. In ad-,, 
SBjBon, a narrow band micro- 
Syij’Vt system is planned bet- 
pircen Mannar ami Jalfiia in 
jfri Lanka. These link-* are 
expected to be commissioned 
fhortly. 

I f v A trans-border microwave 
J.llnk between Krishtian.igar 
(India) and Chuadang-i (Baug- 
ladesh) was proposed under 
i this link for connecting India 
with Bangladesh. The link 
has been commissioned 

A wide band microwave 
system ■ between Pa t na - 
, Muzaffapur -Raxaul and a 
wide band coaxial cable link 
; between Raxaul and Hunan] 
(Nepal) are being provided 
underjthis link. The micro¬ 
wave system and the coaxial 
cable in the Indian temtory 
have been installed, Cub!'- 
I work in Nepal temtory is in 
; progress. 

| A wide band coaxial cable 
! lihk between A mu tsar (India) 

: and Lahore (Pakistan) is pro¬ 
posed under this link. Pieli- 
, minary works have been comp¬ 
leted. In addition, a coum.i! 

- cable link between Jodhpui 
f (India) and Mil pur Khas 

(Pakistan) is planned to be 
taken lip after installing the 

- Amritsar - Lahore Coaxial 
cable link. 

In addition to (lie above 
, links, an Indo-Hliuian micro 
’ wave link under bilateral 
* arrangement connecting Mas- 
f;\himara in India to Thintpu m 
I' Bhutan is under installation 

Targets for Renewable 
Energy Units 

As many as 4('3 renew able 
energy demonstration units 
would have been set up by the 
end of current financial year 
through the vlToits ol the 
1 .Commission f*>r Addition:)I 
Sources of Energy (< \SI ) 
The units consist of 50 solar 
photovoltaic pump teis. It) 
solar water heating systems. 
10 solar crop dryers and tim¬ 
ber kilns, two solar desalina¬ 
tion plants, one sola) cold 
storage, U,u windmills and 
' 30 community biogas plants. 

In addition, 35,000 family-type 
; biogas plants will also be set 


up by the end of the current 
financial year. 

Some major installations 
completed during the current 
year include heating systems at 
a textile .mil, a bakery, a 
brewery, a dairy complex, a 
leprosy hospital and an indus¬ 
trial canteen. A dryer for 
potato cuiing and drying has 
been installed, and another 
large grain dryer is nearing 
completion. 

A large .solar cold storage is 
under construction, and a 
solar power plant to meet a 
part ol i he energy require¬ 
ments of a village is under 
installation. Similarly, some 
desalination plant* are mulct 
consti I'Ction. at a lew loca¬ 
tions. 

Several piotolypex of bat¬ 
tery powered vehicles in the 
range ol one to one-and-a-lmlf 
ton capacity have also been 
kibncalid and are undergoing 
performance trials, 

The Commission for Addi- 
( i>nal Somces of I uergy 
(< A SI.) has set up a Wind 
Energy Centre to act as the 
focal point for various tasks 
connected with wind energy 
technology and for implemen¬ 
tation of programmes and 
policies in this area. 

Anothei Wmd Energy 
Centre is being set up at 
National Aeronautics Ltd 
(NAI,), Bangalore. A vertical 
exit wind generator has also 
been developed and is under¬ 
going held trials Prototype 
of sail-tvpe wind mills and 
metal vane wind mills are 
being installed at several loca¬ 
tions in the country. 

Regarding harnessing of 
tid'd energy, the Gulf of 
kuleh. the Gulf of Cambay 
and the Sunderbans have been 
identified as possible areas for 
tidal power development. At 
present, feasibility studies aie 
going on m the Gulf ot Kutch. 


Investment Climate 

There has been a marked 
improvement in the investment 
climate duiing the last two 
years and the trend in the pro¬ 
duction is continuing with a 
dcvcleration in the inll Utonary 


pressure in the economy, there 
has been a significant rise in 
the letters of intent as also in 
the industrial licences issued. 
During the first 11 months of 
the current year 1981, letters 
of intent have increased by 
over 73 per cent and industrial 
licences recorded a increase of 
34 per cent over the same 
period in 1979. 

During 1980, the number of 
cases approved for capital 
goods import by the CG(Main) 
Committee w'as 431 as against 
342 for 1979 showing an in¬ 
crease of about 2b per cent and 
the value of the CG approval 
at Rs 401.62 crores as against 
Rs 250.09 crores in 1979. Dur¬ 
ing January-Novcmber 1981, 
the number and value of CG 
approvals were 391 and Rs 
361.14 crores respectively. 

Names in the News 

Mr K,C. Berry, Deputy 
General Manager of Punjab 
National Bank, has taken 
over as its General Mana- 



Mr K.C. Berry f \ 

1949 and since then he has^/ 
worked in vaiious capacities. 11 
Mis experience and know¬ 
ledge in the banking fields 
are considerable. He has 
specialised training in fore¬ 
ign exchange business. He 
has also recently attended 
meeting of the Asian Bankers' 
Council at Taipai, Taiwan. 


Readers’ Roundtable 


Garment Exports 
to the USSR 

Sir, Over the last many 
years the Soviets arc placing 
their o der for import of 
garments from India exclu¬ 
sively to a cartel of 12 to 14 
exporters and all attempts of 
the Apparel Export Promo¬ 
tion Council (AKPC) to per¬ 
suade them to place their im¬ 
port orders to garment manu¬ 
factures outside the cartel 
have failed. The AEPC even 
sent a special delegation to 
the Soviet Union in October 
last with the purpose of gett¬ 
ing that country to broad- 
base its garment imports from 
our country but its plea has 
fallen on deaf cars judged 
by the orders placed by that 
country this year with the car¬ 
tel. 

This strengthens the gene¬ 
ral suspicion that a group 
of our industrialists are in 
league with the Soviet Union 
and pass on to the Commu¬ 


nis! Party of India a percen¬ 
tage of their income from the 
business they do with the 
Soviet Union. ^ 

further this raises the lar¬ 
ger question; why does not 
the State Trading Corporation 
take up exclusive charge of 
exporting goods to the Soviet 
Union particularly when there 
are grounds to believe that 
private dealings between the 
Soviet Union and the Indian 
entrepreneur raise a number 
of security problems. 

Already repeatedly reports 
have appeared in our press 
that exporters of rice from 
Haryana, of tobacco from 
Andhra Pradesh, Of cashew- 
nuts from Kerala, of locks 
from UP and of tea from 
Darjeeling pay a part of their 
income to the CPI for carry¬ 
ing on pro-Russian propa- y 
ganda in the country, as a 
condition for getting order 
from the Soviet Union. 

Yours etc., 
Seema Josbi 
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Century's Pulp and Paper 
Project 

THE MUCH-DFXAYFD pulp 
and paper project of Century 
Spinning and Manufactur¬ 
ing Company, has been ulti¬ 
mately cleared by the 
Government. 

The project to be loca¬ 
ted in Lit tar Pradesh envisa¬ 
ges production of 20,000 
tonnes each of rayon grade 
pulp, writing and printing 
paper and newsprint per an¬ 
num. The project is estimated 
to cost Rs 50 crore and is 
expected to be commissioned 
by 1983. 

The company initially pro¬ 
poses to undertake the manu¬ 
facture of pulp and printing 
paper and go in for news¬ 
print at a later stage. 

The company, which has 
received the Government's 
approval for its diversifica¬ 
tion jnto shipping is plann¬ 
ing to acquire two second hand 
ships at an estimated cost of 
Rs 15 crorc in the next two 
months. It has almost finalis¬ 
ed the negotiations for a 
second hand ship of about 
25,800 DWT which is expec¬ 
ted to be delivered next 
month. Another ship of a 
similar capacity is expected 
to be made available in 
March. The company has 
already recruited personnel 
for its shipping division. 

The company has also 
made considerable progress in 
the implementation of its 
one million tonne cement pro¬ 
ject at Manikgarh in Chan¬ 
drapur district of Maharash¬ 
tra. The project estimated to 
cost Rs 70 crore is expected 
to go on stream after about 
two years. 

Meanwhile, the company's 
new cement unit at Maihar, 


which commenced produc¬ 
tion last year, is not able to 
achieve higher capacity uti¬ 
lisation because of the power 
shortage. The plant produc¬ 
ed about 4 lakh tonnes of 
cement during 1981 against 
the installed capacity of one 
lakh tonnes. 

Its Raipur plant is said to 
have suffered a setback in 
production because of the 
power problems. Its produc¬ 
tion totalled 6.5 lakh tonnes 
in 1981 against a high of 7.26 
lakh tonnes in 1980 and the 
installed capacity of 6 lakh 
tonnes. The management is 
planning to instal power 
generating sets at an esti¬ 
mated cost of Rs 5.5 crore to 
overcome the power prob¬ 
lem. 

The company had been 
holding the letter of intent 
for its pulp and paper 
projects for the past tivc 
years. The letter of intent was 
extended time and again, and 
was converted into a licence 
only a couple of days ago. 
Although the management 
has selected the site for the 
project, the UP Government 
has not yet released the land. 
However, power requirement 
for the project has been sanc¬ 
tioned by the Stale Govern¬ 
ment. 

Maintains Dividend 

Century Spinning and Manu¬ 
facturing Company has suffer¬ 
ed a setback in its per¬ 
formance during 1981. Its 
gross profit has declined to 
Rs 25.37 crore from Rs 27.63 
crore despite the rise in gross 
sales to Rs 207.57 crore from 
Rs 173.77 crore. 

The Directors of the com¬ 
pany have proposed to main¬ 
tain the equity dividend at 
20 per cent for the year. They 


have provided Rs 5.71 crore 
(Rs 5.14 crore) for deprecia¬ 
tion. The allocation for 
investment allowance reserve 
is lower at Rs 1.56 crore aga¬ 
inst Rs 4 crore. The provision 
for taxation is mantained at 
R$ 6.50 crore. This leaves a 
net profit of Rs 11.60 crore 
against Rs 12 crore for the 
previous year. The proposed 
dividend will claim Rs V20 
crore (Rs 3.20 crore). 

After taking credit in res¬ 
pect of previous year, the 
sum available for appropria¬ 
tion amounts to Rs 8.51 
crore against Rs 9.24 crorc. 
A sum of Rs 7.59 crore (Rs 
8.37 crore) is transferred to 
the general reserve No. 1 and 
Rs 93 lakh (Rs 87 lakh) to 
the reserve No. 11. 

The company's net gross 
increased to Rs 70.68 crore 
at the end of 1981 from Rs 
67.95 crore at the end of the 
previous year. 

Ambalal Sarabhai 

Amalal Sarabhai Fnter- 
prises has achieved an in¬ 
crease of 12.5 per cent in its 
turnover during July-Dccem- 
ber 1981 compared to that 
in the corresponding period 
of last year. The manage¬ 
ment hopes to maintain the 
improved growth in sales dur¬ 
ing the second half of its cur¬ 
rent accounting year to end 
on June 30, 1982. 

According to Mr K.J. 
Divatia, Executive Vice-chair¬ 
man of the company, the 
management had been plann¬ 
ing for a total turnover of 
Rs 200 crore in 1981-82 aga¬ 
inst Rs 189 crore during the 
last year. It had also been 
trying to increase further the 
company’s exports which had 
already risen from about 
Rs 5 crore in 1979-80 to 
Rs 12.5 crore in 1980-81. 

The Company is issuing 
13.5 per cent fully secured 
convertible debentures worth 
Rs 10 crore to the existing 
shareholders on a rights basis 
in the ratio of one debenture 
of Rs 150 for 25 equity 
shares of Rs 10 each. This 
is mainly tu raise a part of 
the capital outlay of Rs 20 
crore on projects on hand. 


The company has received an ^ 
industrial licence for the manu* j 
facture of micro processors j 
and computer peripherals*’ J 
amoxycillin and vitamin Ai'/i 
Its proposal for setting up ea: 
detergent plant with an agK*'] 
nual production capacity 
10,000 tonnes in Himachatyj 
Pradesh has also been ap^l 
proved. y.; 

T he project for the estab^: 
lishment of a detergent plant ;: 
with an annual capacity 
36,000 tonnes in the Kandldy; 
free trade zone is expected td't 
go on stream in June 
July. The fatty acids project;; 
at Ambcrnath is nearing cotp^l 
pletion. Meanwhile, the COttjij!; 
panv has completed the ex* v 
pansion of the sorbitol div^y 
sion and started marketing^ 
propranaloi, a drug for hyper* 
tension, closed circuit tete*'$ 
vision systems and electrbnifti 
measuring and testing instru^ 
ments. 

The debentures being is*4 
sued now to the shareholder 
whose names appear on the; 
company’s register on Fefci? 
ruary 9, will carry ail obligfr^' 
tion on the part of the com&; 
pany to issue on July I, 198$? 
five fully paid equity sha*e$ ; 
of Rs 10 each at par agaMf, 
the adjustment of Rs 50 o&f ■ 
of the debenture’s facey 
value of Rs 150. The balan$$ : ; 
of Rs 100 per debenture will; 
be repayable at par in foil#- 
equal annual instalments aftejs'i 
the end of the ninth year frojJjj; 
the date of allotment. iWr 
debenlureholders will be eti*. 
titled to an additional inte^ 
rest of one per cent provided 
the company declares for tilt, 
immediately preceding fui&n* 
cial year ?n equity dividend 
exceeding 12 per cent. V v ; 

Suri and Nayar 

Sun* and Nayar Ltd looof 
motive builders of Bangalore^ 
has dropped the scheme df 
amalgamation with it of Sprawl 
metal Private Ltd, a sick utxi| 
at Pune following the suthV 
mar> dismissal of the pro*; 
posal b> the secured creditors 
of the company. 

The company Chairman* 
Mr Fatesingrao Gaekwad*! 
has told the annual general; 
meeting of the company thafi 
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V 

j|fcfiur as the advances made 
^ Spraymeial are concerned, 

I auditors’ view is that the 
pint is doubtful of rceo- 
but since the company 
(; still running all attempts 
lid be made to recover the 
Mint. 

[The loans and advances to 
jaraymetals during the year 
leading July 1981 >nclude a 
||um of Rs 27.36 lakh under 
'he scheme of proposed anial- 
Ijfamation, which has since 
|5een given up. 

I/; During the year, Suri and 
V’Nty&r fared better than the 


previous year with a turnover 
of Rs 6 crore by sale of loco¬ 
motives, spares, gears and ser¬ 
vices as against Rs 5.05 crore 
in the previous year. The 
Chairman said that the com¬ 
pany proposes to develop pro¬ 
totypes of one 650 HP diesel 
hydraulic and one 650 HP 
diesel electric locomotive as 
part of it s research programme. 
He said that the com¬ 
pany is facing a keen compc- 
ticn from a unit in the small 
scale sector manufacturing 
locomotives. 

The gross profit for the 


year after meeting all operat- take over 
ing expenses but before inte¬ 
rest, depreciation and pro¬ 
vision for taxation amounts to 
Rs 97 lakh against the pre¬ 
vious year’s Rs 95.45 lakh. 

The dividend declared is 
Rs 9.50 on 9.5 per 
cent redeemable cumulative 
preference shares of Rs 100 
and Rs 1.40 per share on 
equity share of Rs 10 each. 


Arvind Mills 

Arvind Mills Ltd has en¬ 
tered into an agreement 
with a Nigerian company to 


a newly set up, capital-inten¬ 
sive, integrated and comple¬ 
tely airconditioned textile mill J 
at Kano in Nigeria for five 
years. 

The new textile mill of the 
Nigerian company, called 
Gaskiyr Textile Mills will 
go into production within 
six months from now. The 
composite textile unit will 
have 23,975 spindles, 174 
Subrers loom (equivalent to 
500 ordinary looms), com¬ 
plete dyeing, bleaching, print¬ 
ing and finishing facilities. The 


DEPARTMENT OF ATOMIC ENERGY 

Directorate of Purchase and Stores 


ft , 

§ On behalf of the President of India, the DJiecfor, Directorate of 
| Purchase ani Stores, Department of Atomic Energy. Bombay-400 001 
I twites tenders as detailed below. 

l. DPS : NEC : FAB : 170 due on 3 3 82. Manufacture and supply of 
$ special purpose machine as pjr purchaser’s specific it*on and drawing. 
),i No. 

5 2. DPS : BARC FAB : 248 due on 3.3.82. Fabrication, supply and 

.erection of extension to Mezzanine flour steel structuie at purchaser’s 


(site. Bombay us per pinch iser’s drawing 1 * 

| 3, Di»S : NFC : EEQ : 186 due on 4.3.82 Supply of air receiver. 

| d0 CU. ft capacity as per purch iscr\ speci'tcutions for Nuclear Fuel 
i Complex at Hyderabad. 

I 4. DPS : HWP : MTL : 391 due on 5.3 82 Supply of cladcd carbon 
l Steel plates for low temperature service as per tender specification. Qly. 
3 50 Plates (105 MT) approx. 

I 5. DPS : BARC : PDS : I EE : 87 due on 6 3.82. Thermal mass 
{flowmeters having lineality of as pci purchaser's specifications. 

6 Nos. 

6. DPS : NAPP : PPED : FAB : 160 due on 8.3 82. Preparation of 
*hop drawing, fabrication. Ic.d Idling, inspection, shop testing, guarantee, 
packing & delivery to purchaser’s site at Narora of Lead Shielding 
Flasks as per purchasers specification and drawings. 

7. DPS :NAPP : PPED : MTL : 150 due on 8.3.82. Supply, manu¬ 
facture, inspection, testing. packaging & delivery of SS hollow bars us 

i; per tender specificulion. Qty. 7-t Nos 

{ 8 . DPS : BARC : EEQ : 5197 due on 9 3.82. Supply of Tong type 

] mobile dielectric sealer Mutable for welding PVC sheets of thickness 
i 0.15 mm upto 4 fold and as pci pm chaser’s specifications for Bhabha 
' Atomic Research Centre, Tromhuy. Bombay 400 085. 

9. DPS : BARC : MTL 5502 due on 11.3.82 Phosphor bronze p:pc 
, and rod as per tender specifications Qty. 4 Mtrs. (I 5 M.T.). 
j 10. DPS NAPP PPED: FAB : 161 due on 12.3 82. Design, 

prepaid lion of shop drawings, lubrication, shop testing, inspection, supply, 
( Crating, guarantee and delivers to purchaser s site at Narora of S.S. 
v service system stmage tank coolers as per purchaser’s specification and 
i drawing. Qty - Nos 

, 1J. DPS ; NFC : IEF. , 160 due on 15.3.82, Portable oxygen 
i : analyser having range 0 to 10000 pnm as per purchaser’s specifications 
> 1 No. 

12, DPS BARC IEE 4029 due on 16.3.82 DC to AC stab.lised 
: sine wave invcitcrs having source voltage of 90-130 VDC (lead acid 
battcrv) as per puivlviser’s specifications J! Nos. 

131 DPS ■ BARC : 1KF. . 4012 due on 16 3.82 Automatic micro 
; professor based potentlometr .c utiator with memory as per purchaser’s 
: specification One No 

14. DPS ; B\KC IEE : 4014 due on 17 3.82 Automatic flotation cell 
! witn spire purls hiving cipacitv of 3 litres as per purchaser’s specifi¬ 
cations One. 


15. DPS : MAPP : O&M : IEE : 51 due on 17.3 82. Ultrasonic 
(Digital) thickness tester, portable, lully transistorized high gride quality 
with battery operation as per purchasers specifications. I No 

16- DPS : VEC : IEE : 282 due on 18-3 82 4 K multichannel analy¬ 

ser as per purchaser’s specification. One. 

17. DPS : HWP : IEE : 184 due on 18.3.82. Pressure gauges with 
inductive pick-up as per purchaser's specification. 17 Nos. 

18. DPS : AMD : IEE : 257 due on 19.3 82 Precision puiser having 
digital resolution of I in 2 1S as per purch isei’s specifications 1 No. 

19. DPS : PPED : ELE : 724 due on 19 3 82. Design, manufacture, 
testing and supply of strip heaters, trace hcateis as per tender specification. 

20. DPS : NFC : IEE : 159 due on 19.3.82 infrared gas analyser for 
carbonmonoxide having measuring range of 0 to 5% carbonmonoxidc as 
per purchaser’s specifications 1 No 

21. DPS : BARC : CAP : 4213 due on 19 3 82 Heavy duly wue rope 
electric hoist with electrically operated Policy to be operated on f beam. 
Capacity : 1500 kgs as per purchaser’s specification 3 Nos. 

22. DPS : NFC : CAP : 748 due on 20.3 82 Special purpose radial 
drilling machine—Max mum Drilling tj> —7^ mm. as per purchaser’s 
specifications. 

23. DPS : BARC : IEE 3376 due on 20.3 82 Sealed hard disk drf e 
with controller having unformatted capacity of 5 M bytes drive as per 
purchaser’s specifications 4 Nos. 

24. DPS : NAPP : PPED : CAP 97 due on 20.3.82. Design, pre¬ 
paration of shop drawing, manufacture, inspection, testing, packing, 
supply and guarantee of water jet ejeensr. Flow rale : 15 lirs/min. as per 
purchaser’s specification 5 Nos 

25. DPS : TAPS : ELE : 1450 due on 22 3.82, Aluminium conductor 
XL PE/PVC insulated and PVC bedded in di/Tcreni sizes as per tender 
specification. Qty. FI50 Mtrs. 

26 DPS : BARC : C AP : 4221 due on 22.3 82- Two stage mechanical 
vacuum pump, direct-drive rotary valve type—Rotational speed of pump** 
15C0 r.p m, as per purchaser's specification. 

Tender documents priced Rs. 10 each for items 3, 12. IK, 24 and 26; 
Rs. 25 each for items 2, 5, 8 to M. I Ho 15, 17, 19 to 21 and 21; Rs 35 each 
for items 1, 16, 22 and 25; Rs. 5 ) each for items 4, 6 and 7 and General 
conditions of contracts priced 50 P. to all items except items 1, 2, 6 and 10 
can be hud from the Finance and Accounts Officer. D partment of Atomic 
Energy, Directorate of Purchase and Stores , 3rd Floor, Mohatta Building , 
Pal tor Road, Bombay-400 001, between 10 am to 1 p.m. on all woiking 
days except on Saturdays. Import Licence will be provided only if the 
items are not available indigenously to all items except items I, 2, 3, 6, 10 
and 19. lenders will be received upio 3 p.m. on the due date shown above 
and will be opened at 4 p.m. on the same day. The right is reserved to 
accept or reject lowest or any tenders in part or full without assigning any 
reasons. 

davp 645(4 42)781 
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entire uhit is estimates to cost 
Rs 61 crore. 

Ar\ind Mills will receive a 
lumpsum fee and a certain 
percentage in profits of the 
textile unit as its fee for 
managing it. Gaskiya Textile 
Mills Ltd will also bear 
pay, the salaries and perks of 
twelve managers of Arvind 
Mills, who would be on de¬ 
putation in Nigeria. 

Siddartha Super Spinning 

Siddartha Super Spinning 
Mills Ltd is entering the capi¬ 
tal market on February 9, 
1982 with the public issue 
of 17,00,000 equity shares of 
Rs 10 each for cash at par. 
The entire public issue has 
been underwritten by the all- 
India financial institutions and 
stock brokers. The issue is 
being managed by the Mer¬ 
chant Banking Division of 
the State Bank of India. 

The project envisages sett¬ 
ing up a new spinning mill 
at Nalagarh in the State of 
Himachal Pradesh with a com¬ 
plement of 16,184 spindles for 
the manufacture of cotton 
and synthetic yarn* in various 
counts and blends, it will be 
the first spinning mill in 
the organised sector in the 
State of Himachal Pradesh. 
The site is well connected by 
rail and road and has been 
selected with the special ob¬ 
ject of catering for the yarn 
requirements for the decen¬ 
tralised sector of hand looms 
and powerlooms in the State 
and for providing employ¬ 
ment oppoitunities to the 
local people. 

The required power load 
has already been sanctioned 
by HPSPB. Moreover, as 
Himachal Pradesh is sur¬ 
plus in power, it is expec¬ 
ted that there will be no 
power cuts and the company 
will be placed comfortably 
as regard to required power 
load. The total cost of the 
project stimated at Rs 670 
lakhs is being finance by equity 
capital of Rs 255 lakhs, term 
loans from IDBl, 1FCI Sc 
ICICI to the extent ofRs 400 
lakhs and central investment 
subsidy of Rs 15 lakhs. 

The project hus been 

Jftpqpf ECONOMIST 


promoted by itr Hem 
Chandra Jain, a successful 
professional and very well 
known textile technologist, Mr 
P.K. Jain, who is well estab¬ 
lished in the marketing of 
textiles and Mr R.M. Jain, an 
engineering graduate from 
HIT, Delhi in financial 
collaboration with HPM1DC, 
a State Government under¬ 
taking. 

Nirlon Synthetic 

Nirlon Synthetic Fibres 
and Chemicals has shown 
a marked improvement in 
its production and sales 
during the first nine months 
of 1981-82. 

The company’s turnover 
during April to December, 
1981 has amounted to 
Rs 75 crore against Rs 60 
crorc for the corresponding 
period of last year, an in¬ 
crease of 25 per cent. 

Disclosing this, the com¬ 
pany’s Chairman, Mi Jay- 
krishna Harivallabhdas, told 
debenture-holders at the 
meeting in Bombay that the 
company was awaiting ap¬ 
provals for expansion of its 
nylon yarn and polyester fila¬ 
ment yarn capacities. It has 
already received a letter of 
intent for expansion of its 
nylon tyre cord capacity from 
2,190 tonnes to 5,000 tonnes 
a year. 

The capacity of the con¬ 
veyor belting plant is also 
raised from 1,200 tennes to 
4,000 tonnes per annum. 

The company’s produc¬ 
tion of nylon ploycster fila¬ 
ment yarn and tyre-cord yarn 
in nine months of the current 
year is 6,800 tonnes against 
5,900 tonnes in the corres¬ 
ponding period of the pre¬ 
vious year, showing an in¬ 
crease of 15 per cent. 

Jn the conveyor belting, the 
turnover has been Rs 7.65 
crore as against Rs 4.54 crore 
during the corresponding pe¬ 
riod of the previous year, 
showing an increase of 68 per 
cent. 

The company expects to 
issue convertible debentures 
of approximately Rs 20 
crore shortly within a suitable 
time after the receipts of the 
expansion licenses, to meet the 


cost of expansion* expected 
to be around Rs 45 to 50 
crore. 

Nagaland Pulp 

Nagaland Pulp and Paper 
Co Ltd, a subsidiary of the 
Hindustan Paper Corpora¬ 
tion, has successfully com¬ 
pleted trial runs of its paper 
plant. The unit would shortly 
be inaugurated formally. 

The plant will produce 
quality kraft paper and writ¬ 
ing and printing paper. The 
machinery has been sup¬ 
plied by Jessop and Com¬ 
pany Ltd and manufactured 
by world-renowned Beloit 
and Walmsley of England. 

The mill has a rated capa¬ 
city of 33,000 tonnes. Of this, 
20,000 tonnes would be 
writing and printing paper 
and 13,000 tonnes kraft pa¬ 
per. With the successful com¬ 
pletion of trial runs of both 
MG and MF machines, the 
mill is all slated for going into 
commercial production. 

The mill had to face enor¬ 
mous difficulties during its 
construction, being situated 
in an inaccessible hilly ter¬ 
rain of Nagaland. 

Bharat Bijlee 

The performance of Bharat 
Bijlee is expected to be con¬ 
siderably better in 1981- 
82, according to Chairman, 
Mr Prahlad C. Mehla. He 
has told shareholders that the 
sales in the first half of the 
year amounted to Rs 14 crore 
compared with Rs 10 crore in 
the corresponding period of 
1980-81. The company hopes 
to improve its profitability. 

Herdillia Chemicals 

Herdillia Chemicals has 
earned a pre-tax profit uf 
Rs 1.47 crore for six months 
ended June 30, 1981, against 
Rs 6.58 crore for the previous 
12 months. 

Herdillia Chemicals is 
planning to diversify its 
activities, perhaps, to neu¬ 
tralise the adverse efleets of 
poor profitability, in its 
major business of phthalic 
anhydride. The company’s an¬ 
other major preduct, namely 


phenol, is buffeted by exes* 
sive, cheaper, imports. The 
company has received tutus? 
trial licences for alpha methyl 
styrene (AMSh acetophenone*, 
eyinyl phenols and fumatie 1 
acid. Its proposal for 40,O©(^ 
tonnes of styrene and 20,0$$ 
tonnes of polystyrene per 
num has, however, beerf 
turned down by the Govern^ 
merit pending finalisation # 
the plan for the Maharashtra 
gas cracker. 



numiauH VQlflOlK ^ 

The Chairman of Narmeilt 
Cement Co Ltd, Mr 
Chowgiile has told shared 
holders that there has bee& 
cost overrun to the tune <*f 
Rs 8.54 crore because of tttyl' 
delay in the implementation 
in the project. The 
project cost is Rs 64.95 eftitf. 
and the company has apj$ 
roached financial institute 
for finalising the revised c 
and means of financing the 
of. 

According to the revis 
schedule, trial runs 
to commence in Mar 
April 1982 and commer 
production soon thereal* 
The company is planning , 
start soon the grinding tug 
at Magdalla, trial runs qjg 
which are nearing comp)$» 
tion. , C 

■r 

Stretch Fibres (India)] J 

The 400-tonne a yean>oljf4 
ester plant of Stretch Fihfflfi 
is expected to go on streaqf: 
in the second half of 1982* j 

According to Mr Suripf 
der Kumar Jain, Manage 
ing Director, the working # 
the company during thM; 
current year is better tha$; 
that in the last year and tbjtfi 
performance would show 
further improvement in tM 
next year in the light of 
commissioning of the 
ester plant, with the Govern^' 
ment. _ 3; 

The company has sought 
expansion of the polyester' 
capacity to J,?00 tonnes p# 
year and the proposal iswtyli'; 
the Government.* i] 

The proposed expansion 
would involve an investment^ 
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:|rf Rs 8,87 crore. The com- 
»y does not anticipate 
ally problem ot‘ raising the 
necessary money since finan¬ 
cial institutions like 1DB1, 
Bank of Maharashtra, etc., 
have favourably responded 
to its pica for the term-loan. 

The management docs not 
CXpcct any marketing prob¬ 
lem since there is overall 
Shortage of this years in the 
country. In fact a sizable 
foreign exchange is spent 
in effecting huge imports. Be¬ 
sides, the company would uti¬ 
lise a substantial part of the 
higher output for captive con¬ 
sumption, says Mr Jam. 

Karnataka Explosives 

The Directors of Karna¬ 
taka Explosives stated that 
the overrun in the project 
cost has now been firmed up 
and is awaiting the aproval 
of the financial institutions. 
The company is going ahead 
with the implementation of 
the perlite project with a 
view to reducing the cost ol 
production. 

^^Commercial operations be¬ 
gan on November I, 1980. 
The operating profit for the 
period from November 1, 
1980 and June 3, 1981 am¬ 

ounted to Rs 2.22 lakh. 
After providing for deprecia¬ 
tion and writing of miscella¬ 
neous expenditure, the debit 
comes to Rs 22.76 lakh and 
this is carried, for ward. 

Premier Tyres 

The production of Premier 
Tyres in the first live months 
j of the current year (July to 

* November 1980) was 33 per 
| cent higher than the produc- 
' tion achieved in the same 
; period of the previous year. 

• according to Mr Chandra- 
kam S. Desai, Chairman. 

i He told the shareholders 
' recently in Bombay at 
; the annual meeting that 
j financial position of the com¬ 
pany was improving pro¬ 
gressively during the current 
year. And it would he possible 
| for the company to cross the 
; sales level recorded in the 
j last financial year. 

! The Chairman said that 
j expansion progiamme of 


the company is in the final 
stage of completion. Com¬ 
missioning of the expan¬ 
sion programme, expected 
towards the first half of 1982 
would fu r ther improve pros¬ 
pects of the company, he 
said. 

Scindia Steam to Get 
More Ships 

Mrs Stimuli Morarjee, 
Chairman of Scindia Steam 
Navigation Company, hopes 
that the current depression 
in the freight market will 
be short-lived, and charter 
rates would recover in the 
next few months. 

The dry cargo market re¬ 
vived in 1979-80 after the 
prolonged depression for the 
preceding few years. Again, 
the charter markets have been 
showing downward trends 
since April 1981. hut it is 
hoped Unit the rates will re¬ 
cover shortly. 

Mrs Morarjee told share¬ 
holders at the annual meet¬ 
ing in Bombay that the com¬ 
pany was trying to employ 
us fleet in such a manner 
that optimum results were 
obtained. 

The company's freight and 
charter hire earnings amoun¬ 
ted to Rs 42.30 crore during 
the first live months (July 
to November 1981) of' the 
current year against Rs 43.11 
crore in the corresponding 
period of last year. 

The company proposes to 
acquire during the Sixth Plan 
period five dry bulk carriers 
and three cellular container 
ships to meet the growing re¬ 
quirements of the trade. The 
company would decide on ac¬ 
quisition of ships when freight 
rates tend to show sustained 
steady trend. 

The management is also 
planning to expand the faci¬ 
lities of ship repairs at the 
unit of Scindia Workshops 
Limited, the company's 
subsidiary, in view' of the 
growing prospects for such 
activities. 

Capital and Bonus Issues 

The following companies 
have been allowed to raise 


capital I’he details are 
as follows : 

(A) Bonus Issues 

M/s Golden View Elec¬ 
trical Industries Pvt Ltd : 
Rs 1,95,000 in fully paid 
equity shares of Rs 1000 
each in the ratio of 1:1. 

M/s Kalpataru Consul¬ 
tants Private Limited : Rs 
50,00,000 in fully paid equity 
shares of Rs 100 each in the 
ratio of 1:1. 

M/s Mather and Platt 
(India) Limited : Rs 120,00,00 
in fully paid equity shares of ■ 
Rs 10 each in the ratio of 3:5. 

M/s The Met tur Che¬ 
mical and Industrial Coipo- 
ration Limited : Rs 1,10,20,000 
in fully paid equity shares 
of Rs 10 each in the ratio of 
2:5. 

M/s Wood Craft Products 
Limited : Rs 47,04,000 in iully 
paid equity shares of Rs 10 
each in the ratio of 1 2. 

M/s Sayaji Iron & En- 
gineering Company Private 
Limited : Rs 21./0,000 in fully 
paid equity shares of Rs 1000 
each in the ratio of 1:1. 

(B) Further Issues 

M/s Special Steels Ltd : 
Issue of 59,500 equity shares 
of Rs 100 each and 28,000 
redeemable cumulative pre¬ 
ference Shares of Rs 100 
each, both fully paid up, to 
the shareholders of Gogte 
Steels Limited, in terms of 
and in accordance with 
the scheme of amalgama¬ 
tion sanctioned by the 
High C ourt of Maluirshtra, 
Bombay. 

M/s Nicco Orissa Limi¬ 
ted : Issue of equity shares 
worth Rs 360 lakhs (inclu¬ 
sive of the capital already rai¬ 
sed), for cash at par. 

M/s Shree Vallabh Glass 
Works Ltd : Issue of secured 
convertible debentures of Rs 
2 crores to the existing share¬ 
holders as rights, on pro¬ 
rata basis. 

M/s Automobile Corpo¬ 
ration of Goa Limited : Rs 
235 lakhs (Inclusive of Rs 
40 lakhs equity already raised) 
equity shares of Rs 10 each. 


(Q.ixIMmk 

M/s Hindustan Alumi¬ 
nium Corporation Limited .} 
The period of redemption, in 
respect of Rs 250 lakhs 9 per¬ 
cent redeemable cumulative 
preference shares and Rs 
250 lakhs 9.3 per cent 
redeemable comulative pre¬ 
ference shares extended from 
December 31, 1981 to a date 
not later than January 1, 
1992 as also to the increase 
in the rate of dividend to 13.5 
per cent per annum effective 
from January 1, 1982. 


The Calcutta Electric 
Supply Corporation 
(India) Limited 

Notice is hereby given 
that the Board of Directors 
of the Company have at their 
meeting held on 29th January, 
1982, declared ihe following 
Interim Dividends for the 
1 inancial Year ending 31st 
March. 1982 payable on 25th 
Maich, 1982 subject to deduc¬ 
tion of tax at source at the 
prescribed rates: 

On Equity Shares @ 60 
paise per share 
On 7J% Cumulative Pre¬ 
ference Shares (hi 3.75% 
i.c. 37.5 paise per share. 
The aforesaid .dividends 
will be payable to those 
Members whose names appear 
on the Company's Regis¬ 
ters of Members on 2nd 
March, 1982. In this con¬ 
nection the Registers of Mem¬ 
bers of the Company at Cal¬ 
cutta will remain dosed from 
2 nd March, 1982 to 11th 
March, 1982, both days in¬ 
clusive and during this period 
registration of transfers in 
respect of Equity and Pre¬ 
ference Shares of the Company 
will icmain suspended. 

By Order of the Board 

C. Chatterjee 
SECRETARY 
Registered Office : 

Victoria House 
Chowriughec Square 
Calcutta-700 001 
29th January, 1982 
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SAURASHTRA CHEMICALS 
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SUPERIOR QUALITY 
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(Light & Dense) 
(Solid, Makes & Lye) 


SODIUM BICARBONATE (Technical & Refined) 


Phones : 214, 215 
& 615 


Telegram : "SAUKEM" 
Telex : 0166-201 
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Editor; Swaadnathaa 8. Alyar 




Instead of regrets, 
may we suggest prevention. 


In India, fite destroys property and 
goods worth Rs 3 crores every day 
Over a thousand people die and 
several lakhs are injured or 
incapacitated every year 

Apart from the loss of life and 
property, equipment and material lost 
take time to repidv t Production is 
badly affected, the rn irket is lost to 
competition, worM r hcc 
unemployment and goodwill of 
business developed over years is 
suddenly jeopardised. 


The sad part of it all is that most fires 
are preventable They can be foreseen 
and their damage potential minimised. 

Make loss Prevention a way of life At 
home on the road, in the factory and 
offit e We, at LPA, are committed to 
the prevention and minimisation of ' 
looses But we can only offer our help. 
Vo ^ must act 







eastern 

ECONOMIST 


Vol. 78 


No. 8 FEB. 12, 1882 
Price Rs 3.00 


THIS WEEK *83 

LEADING ARTICLES 

Budgeting for Prosperity 384 

Alas, Poor Dange—I Knew Him Well 385 

DRY THOUGHTS 387 

OTHER ARTICLES 

New Perspectives for MNC's 

—H. Michael Heffner 388 

The Truth About Reliance 

—~ T.C.A. Srinivasa-Raghavan 388 

ECONOMIC ANALYSIS 

Prospects for South-South 
[ Cooperation I 

- Swaminathan S Aiyar 382 


IN THE NATION 

Stephen's Centenary Gift 

Grains Buffer 

Bombay Textile Strike 

Indo-US Collaboration 

East India and West Germany 

Planning in Bihar 

Orissa Waits for Winter Rains 


WINDOW ON THE WO#LD 
The President as Showman 
IDA's Funeral Baked Meats 
The First Lady's China Connection 
Optimism on US Inflation 
How Japan Coped with the Second 
Oii Shock 

POINT OF VIEW 

Central Direct Taxation : 

Administrative Problems 
—Dr Anil Kumar Jain 
Need for Equitable Tax Structure 
—-Vlrendra Agarwala 

BOOKS BRIEFLY 

Exploited as Exploiters - Academicus 
Licensing Procedures 
—Satish Agarwala 
Books Received 
FOCUS ON INDUSTRY 

Potential for Leather Footwear Industry 427 

ASSOCIATION MEETING 

Indian Sugar Mills Association 424 

COMPANY MEETING 

Indian Oxygen Ltd 4J0 

STATE OF THE ECONOMY 432 

COMPANY AFFAIRS 436 j 


408 

416 

419 

425 

425 


" Tki5 

February 3 

The combined overdrafts of 15 States 
^piorc than doubled to Rs 1,136 24 crores 
oy January 15 this year compared to just 
Rs 535.90 crores on March 31 last year. 

Malaysia has been picked as one of 
the 15 countries with which India plans 
to intensify trade and investment drive 
over the next decade. 

February 4 

The Official wholesale price index 
foi all commodities (base 1970*71), 
continuing its decline stood at 278.2 
points (provisional) during the week 
ended January 23. 

The OS Government s Export-Import 
Bank announced it will make available 
loans amounting to S22 05 million at 
low interest rates to India in order to 
^purchase US equipment. 

The 39-day-old United Democratic 
Front (UDF) Kerala Ministry survived 
the first major challenge in the Assembly 


WqqIc 

when the 14i-membei House rejected an 
Opposition-sponsored no conlidence 
motion by the casting vole of th; 
Speaker. 

February 5 

The Reserve Bank devalued the rupee 

0.87 per cent against pound sterling. 
With this revision, the rupee stands 
cheaper by 15 paisc. The middle rate is 
Rs 17.20 per pound sterling. 

The Brilish Government announced 
travel, fishing and other restrictions 
against Poland and the Soviet Union 
because of the imposition of martial law 
in Poland on December 13. 

February 6 

Japan will give India a grant oi 

Rs 12.28 crores. Part of the grant will 
be used for production of Japanese en¬ 
cephalitis vaccine to combat the disease 
now raging certain parts of the country. 

The UN General Assembly adopted a 
resolution calling on all its members to 


stop aid, trade and diplomatie ties with 
Israel to punish it for annexing {he oc¬ 
cupied Syrian Golan Heights. Tfbt vote 
was 86-21 with 34 abstentions. 

Several major steps have been recom¬ 
mended by the Registrars of Ttade 
Unions to limit prolifciation of unions 
and restrict union activity to persons 
employed in the industry concerned. 

February 7 

Leaders of the Janata Party, Lok Dal 

and C ongress (S) resumed their merger 
talks, wh ch broke down last week on 
the issue of leadership. 

President Sanjiva Reddy returned to 
New Delhi after what he described as a 
“very useful" six-day visit to Sri Lanka. 

February 8 

The pound sterling became 10 pafee 

cheaper following the Reserve Bank's 
upvalualion of the rupee by 0.58 per 
cent. RBI fixed the new middle rate 
at Rs 17.10 per pound against the earlier 
Rs 17.20 per pound. 

Assam agitation leaders said that they 
wcie firm on their stand that public 
documents like land records, ration 
cards and sch >ol certificates should not 
be included among the documents for 
identifying foreign nationals in the State. 

The Government notified a list of 16 
categories of essential supplies and ser¬ 
vices whose disruption would entail 
detention unde, the National Security 
Act. 

Iran has reduced the official price of 

its crude oil by Si a barrel in a bid to 
boost exports. 

February 9 

For the second time in five days. 

Speaker A.C. Jose came to the rescue 
of the Congress (l)-lcd United Demo¬ 
cratic Front Ministry in Kerala as the 
State Assembly divided equally during 
the voting on the motion of thanks to the 
Governor for her address to the House. 

Saudi Oil Minister Sheikh Ahmed 
Zaki Yamani has said that OPEC’s $34 
benchmark price for Arabian light oil 
will hold through this year and possibly 
into 1983. 

Total national income is estimated to 

have increased by 7.7 per cent at cons¬ 
tant prices during 1980-81, against a dec¬ 
line of five per cent in the previous year. 
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Budgeting for Prosperity 


Spartan Bui Kiri ts arc out of fashion. No longer do Finance 
Ministers claim that the current generation must be condemn¬ 
ed to blood, sweat and tears so that the future generations may 
prosper -we have been subjected to this rtcipe for so long and 
with so little result that nobody believes that the formula ac¬ 
tually works. Instead the entire economy has been geared to 
a massive evasion of blood, sweat and tears, to the extent that 
the Government has been obliged to float black bonds to at¬ 
tract these bodily emissions. Mr R. Venkataraman in his two 
years as Finance Minister subscribed to the theory that the 
less he attempted to make rich men sweat, the more they would 
actually perspire. And certainly income tax returns have con¬ 
tinued to swell despite income tax cuts. 1 here is every chance 
that Mr Pranab Mukhcrjee will follow in the footsteps of Mr 
Venkataraman. There is so much to be gained by way of pro¬ 
paganda and so little to be lost by way of revenue that margi¬ 
nal tax concessions can be reckoned an excellent bet in the 
coining budget. That will bring a round of applause on bud¬ 
get day. The other parts of the budget may not get quite as 
much popular approbation. 

The fact is that the Finance Minister has problems, as do 
all Finance Ministers unfortunate enough to have the IMF 
breathing down their necks. The key IMF formulation is that 
deficit financing, broadly defined, must be restricted to three per 
cent of GNP. This amounts to a total of Rs 4,500 crores, in¬ 
cluding both the budgetary deficit (increase in treasury bill 
issue plus fall in cash res;rves) and market borrowings, whether 
from the Reserve Bank or commercial banks, in 1981-82, net 
market borrowings were budgeted at Rs 2,800 crores and the 
budgetary deficit at almost Rs 1,600 crores, making a tola! 
very close to the IMF limit. Even this assumed that the defi¬ 


cits of the States would be made good by additional assistance 
from the Centre. To limit deficit financing to this level in 
1982-83 is not an impossible task by any means. But it does 
involve some unpleasant medicine. The current year’s deficit 
has been held down by the mobilisation of nearly Rs 900 crores 
through black bonds. This option will not be available next 
year. Thus there is a yawning gap to be covered. The odds 
are that the gap will not be covered by the budget but outside 
the budget. 

This is the fashion set by Mr Venkataraman, which his suc¬ 
cessor^) seem bound to imitate. Instead of levying massive 
taxes in his two budgets, Mr Venkataraman persuaded the 
Cabinet to raise public sector prices by hefty amounts just 
before the budget—for oil and fertilisers in 1980, and for oil, 
coal and steel in 1981. The mopping up of huge sums through 
administered prices made it possible for Mr Venkataraman to 
offer assorted lollipops on budget day and win middle class 
cheers. The process has begun this year too. First Railway 
freight rates were raised sharply in December, and will bring 
in Rs 320 crores in 1982-83. Telephone and telegram rates 
have been hiked to fetch Rs 100 crores per year. An increase 
of Rs 20 per tonne of coal is imminent, and will bring in Rs 250 
crores. There is also a fair chance that the price of petroleum 
products and cooking gas will go up. And finally we can ex¬ 
pect an increase in Railway fares and postal rates when Par¬ 
liament meets. All this will increase considerably the scope for 
budgetary concessions. 

Along with the concessions, we are likely to see some fair 
increases in indirect taxes too. If news reports are to be believ¬ 
ed, the Annual Plan is going up 22 per cent in size. That will 
not be possible without a substantial effort at raising resources, 
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aiid pubtfo sector prices alone cannot bring hon^ th#%acon. 
However, indirect taxes are likely to be selective. Mr Pranab 

K ^Mukherjce must take care to see that the stock markets are 
kept in good cheer. The strident upswing in share prices in 
the last three years has revolutionised the state of the capital 
market. An estimated Rs 500 crores have been raised by 
companies in 1981, and yet there seems no diminution of inves¬ 
tor interest. Reliance Textiles is now planning a rights issue 
of a whopping Rs 50 crores, and is so confident of raising it 
that it is not even providing for the renunciation of rights. 
IMF discipline and the Chore Committee recommendations 
mean that bank ciedit is going to be squeezed, and it is impor¬ 
tant that companies should be enabled to raise large sums 
themselves. One of the things Mr Mukherjee would be well ad¬ 
vised to do is to lift the interest ceiling on debentures—there is 
no rational reason why the Government should not leave it to 
companies to decide what rate they want to offer in order to 
attract funds. 

I Better incentives need to be given for corporate and per¬ 
sonal savings. Investment allowance could be increased to 
make up for the inadequacy of depreciation in a time of infla¬ 
tion. Or perhaps depreciation can be allowed up to 150 per 
cent of the book value of investments. There is a strong case 
for increasing the profitability of exports through fiscal incen¬ 


tive^ The Commerce Ministry wants, for instance* tbit the 
five*year tax holiday given to units in free trade zoned should 
be extended to all cent per cent export units. This looks 
logical but is far too restrictive—cent per cent export units do 
not and never will account for the lion’s share of exports. A 
re-arrangement of the basket of currencies in which the rupee 
is denominated, so slz to bring about an implicit devaluation 
of five per cent, would add just the right edge to export indus¬ 
tries of all kinds. 

Of course, such a measure is not a budgetary item in the 
proper sense (though «t will have budgetary implications by 
way of higher import duty realisations.) But Mr Vcnkataraman 
has already demonstrated, if at all it needs demonstration, that 
the budget is not the sole or even most important instrument 
of economic policy. Public sector pricing, a lifting of counter* 
productive controls, a liberal import-export policy and invest¬ 
ment policy, autonomy to public sector units and the mercy¬ 
killing of uneconomic units arc among the important measures 
that are vital to the health of the economy. The budget has 
ceased to be the most important policy instrument now that we 
are so highly taxed that direct taxes yield diminishing returns 
and even indirect taxes have begun to exhibit diminished elas¬ 
ticities. A good budget is no more than a start of a decent 
economic policy: the real work has to be done elsewhere. 


Alas, Poor Dange—I Knew Him Well 


Whi n tiil best-known supporter of the Soviet Union in the 
fragmented Indian Communist movement is denied a Russian 
visa to visit Moscow, the times are a’changing. Mr S.A. Dange, 
^recipient of the Order of Lenin and senior-most Vice-president 
of the World Federation of Trade Unions, wanted to visit 
Moscow en route to Havana for a meeting of the WFTU. The 
reason for denying him a visa was technical —he had not ob¬ 
tained his ticket in advance. But the implications are far more 
than technical. The Soviet Union has given clear notice that 
it disapproves of Mr Dange splitting the Communist Party of 
India, in the name of supporting Mrs Gandhi. And this in 
turn will make it easier for the Soviet dream of a merger of the 
CPI and CPM to become a reality. The two have already 
joined hands in the name of left unity against authoritarianism 
(read Mrs Gandhi). On top of this, the Vijayawada Congress 
of the CPM has squarely backed Soviet foreign policy and 
slated China for collaborating with imperialists—an ironical 
full circle turned by a party which came into existence 
by backing China against Russia. 

t The change in the CPM line is anything but sudden. In 
the early 1970s, it was equally critical of Russia and China for 
indulging in detente, which it interpreted as collaborating with 
imperialists. But in its eyes the Russian image improved consi¬ 
derably after the invasion of Afghanistan and Kampuchea. 


And events in Poland have led the CPM to give full backing to 
Russia, and denounce the Polish party for giving dangerous 
concessions to Solidarity. Thus the new cold war has given 
Russia a small consolation prize in the form of the CPM. 

The Russians are very cautious about welcoming the return 
of the prodigal. They refused to send fraternal greetings to 
the CPM for its congress. This refusal was criticised by the 
CPM in a secret report, but the party nevertheless went the 
Russian way at Vijayawada This process involved a bitter 
internal struggle. The West Bengal contingent argued strongly 
for an independent line, but was overruled by others. However, 
West Bengal is so important for the CPM that the new party 
line cannot be taken as immutable. Hence one can understand 
Russia’s doubts about the durability of the loyalty of the re¬ 
turned prodigal. It is still backing the CPI but has begun to 
smile at the CPM while frowning on Mr Dange. 

There arc pro-Soviet men in the CPM who believe that a 
compromise with Mrs Gandhi is desirable both in foreign 
policy terms and in the context of Indian power politics. Mrs 
Gandhi has toppled the Kerala Government, and there are 
constant fears that she will impose President’s rule on West 
Bengal. A deal between Mrs Gandhi and the CPM could 
hold advantages for both. The Soviet Union will be only too 
happy to act as high priest for such a marriage of convenience. 
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THhe symbol of Air-India is the maha- 
raja. This seems to have gone to the 
head of the Civil Aviation Minister, Mr 
A.P, Sharma. He is dreaming of empire 
building in aviation on a positively 
Mughal scale. Unfortunately he will end 
I up as Bahadur Shah Zafar rather than 
Akbar. 

He has already launched the third air¬ 
line Vayudoot, yet another way of looting 
the taxpayer through public sector losses. 
And he now wants to expand Vayudoot 
to cover 23 small towns in 1982 and an¬ 
other 50 in 1983. It is to be hoped that 
the Finance Ministry will strap him into 
a straitjacket and examine his mental 
clarity. At a time when no plane smaller 
than a Boeing 737 is breaking even, he 
wants to acquire another 100 small planes 
for Vayudoot. Perhaps he thinks that 
small is beautiful. But this is not true of 
either brains or planes. 

Mr Sharma seems to think that our 
small towns arc full of jet-setters in the 
literal sense. In fact very few small towns¬ 
men would dream of paying through their 
nose for an air passage. Even a major 
industrial metropolis like Pune is served 
today only by Avros and even so seats are 
easy to obtain. Indian Airlines does not 
make a profit on the Bombay-Pune route. 
How then is Vayudoot going to do better 
in small towns ? The only result of the 
Vayudoot empire will be that politicians 
and bureaucrats, whose air fares are paid 
from public funds, will be able to visit 
small towns of their choice speedily. 
This is a disgraceful reason for spending 
public money first of all on unwanted 
^airports, then on unwanted planes, and 
finally on supporting Yayudoot’s losses. 

If indeed we must satisfy the craze of 
politicians for air transport, let us supply 


them with hang-gliders. These are far 
cheaper than planes. They aFe labour 
intensive, and we can give special treat¬ 
ment to small-scale units manufacturing 
them. They will avoid the use of petro¬ 
leum fuel. They will fall exactly in line 
with the “small is beautiful” philosophy. 
No investment will be needed on airports 
—Ministers will simply ascend to the 
roofs of their Ministries, strap themselves 
into their hang-gliders, and then be push¬ 
ed off into space by their private secre¬ 
taries. Assorted bureaucrats can waive 
farewell, while chaprasiscan hold a safety 
net below just in case the Minister is 
caught in an air pocket and cannot keep 
himself buoyant by generating hot air. 
Of course it will be difficult for all the 
Minister's side-kicks to accompany him 
in a hang-glider, but it should be borne 
in mind that Rajiv Gandhi is starting a 
new fashion against ostentatious tamasha. 

Hang-gliders are somewhat risky, it 
must be granted. But then every poli¬ 
tician knows that he has entered a risky 
profession. It is possible that hang-glid¬ 
ing politicians will crash once in a while. 
But that has the advantage of providing 
Mrs Indira Gandhi with an excellent rea¬ 
son for undertaking yet another Cabinet 
reshuffle. There is no shortage of political 
aspirants who are chafing at their stagna¬ 
tion, and will demand that new avenues 
of promotion should be created by regu¬ 
lar hang-glider crashes. 

/"|liver Wendell Holmes once remarked 
”that he enjoyed paying his taxes, as he 
regarded this as payment for civilisation. 
Other lesser mortals have long regarded 
this philosophy as perversity run amuck. 

I am going to be even more perverse and 
tell of my great satisfaction at being fined 
for illegal parking, as it shows a welcome 


improvement in the efficiency of the Delhi 
Police. 

I had to drop in at my stockbroker's 
office to collect some documents. Not 
finding any authorised parking space, I 
left my car in a no-parking zone after 
looking around to ensure that there were 
no cops in sight. I was back from the 
stockbroker in just two minutes, but in 
that time a crane-van had already arrived 
and was hoisting my car into the skies. I 
admitted ownership of the car, and asked 
the police officer to please lower my 
vehicle. He promptly did so, waived the 
towing charge, wrote out a challan levy¬ 
ing a parking fine of Rs 40 and gave me 
a receipt. 

Tt was all over in one minute—-a 
■** fantastic improvement over the nor¬ 
mal procedure, where one has to spend 
all day in court to pay a fine. There was 
none of the usual babugiri about waiving 
the towing fee on the ground that the car 
bad already been hoisted. Nor was there 
any suggestion that I would get the wai¬ 
ver provided I passed a couple of notes 
to the policemen. The speed with which 
my case was settled enabled the crane-van 
to promptly tackle the next erring vehi¬ 
cle (there were many such). No wonder 
the Traffic Department headed by Mrs 
ICiran Bedi—now nicknamed Crane Bedi 
—has developed a reputation for striking 
with lightning speed. One only wishes 
the same speed was in evidence in other 
police actions. Mrs Bedi herself has 
been hauled over the coals by a magis¬ 
trate for ignoring summonses to appear 
in his court. She has been so busy fining 
others that she is in danger of being fined 
herself. I must warn the magistrate in 
question that he should now be doubly 
careful about where he parks his car. 

Swaminathan S. Aiyar 
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Now Perspectives for Mi 


H. Michael Heffner 


One of the centrepieces of our economic 
development is the creation of the 
multi-national corporation. As Daniel 
Moynihan noted, “It is arguably the 
most creative international institution of 
the 20th century’*. 

Essentially, a company becomes multi¬ 
national when it develops technologies, 
products and services that provide 
better values in meeting the needs of 
international markets. Naturally, this 
involves a whole spectrum of relation¬ 
ships with the host State. 

These relationships, in turn, must be 
based on a pragmatic view of the self- 
interest of a nation. Talking about just 
such a view, Perry Wilson, former Chair¬ 
man of Union Carbide, a large multi¬ 
national itself, said that, “The self- 
interest of a nation may be the creation 
of new jobs; it may contribute to the 
balance of payment position of the host 
country; it may upgrade the natural 
resources of the country, or in other 
ways improve the standard of living 
of the people”. Prime Minister Gandhi 
most accurately defines it as “transfer of 
technology”. 

“The multi-national's presence might 
produce one or all of these effects”, 
according to Mr Wilson. “In the pro¬ 
cess, however, the multinational cor¬ 
poration must respect its host’s laws 
and customs. Otherwise, whatever good 
its presence might produce can quickly 
be replaced by hostility, making it diffi¬ 
cult for any foreign corporation to 
function effectively in that nation”. 

In fact, past violations of local laws 
and regulations by some multi-nationals 
has led many host nations to institute a 
seiies of regulations to govern the acti¬ 
vities of such corporations. 

Despite the fact that Canada has 
experienced little or no corporate vio¬ 
lations of its local laws, a bill was 
introduced in Parliament on January 24, 
1973, to control foreign investment in 
Canadian business. 

And while an estimated 1,000 American 


companies do business in Mexico, total 
foreign capital represents eight per cent 
of Mexico’s private investment and only 
five per cent of total investment. As the 
Under Secretary of Industry has said, 
“We want foreign investment.. .but we 
want it in accordance with the purpose of 
our development”. 

The Australian Government has taken 
steps to make sure that foreign invest¬ 
ment conforms to the national interest 
and has drawn up lists of strategic in¬ 
dustries to be protected from foreign 
take over. 

Norway, similarly, will acquire 50 per 
cent of the ownership of a foreign pro¬ 
ject in that country, in Latin America, 
Bolivia, Chile, Colombia, Ecuador, and 
Peru have agreed upon the Andean Pact, 
which prescribes stringent norms for the 
regulation of foreign investment in the 
signatory countries. 

Professor Abdul Said of American 
University notes that, “Multinational 
corporations derive their influence and 
power from their economics of scale, in 
production, in raising capital, in distri¬ 
bution, in advertising, and in research 
and development, as well as from the 
legal protection afforded them as holders 
of patents, licenses, copyrights, trade 
marks, trade secrets and mineral rights”. 

According to Professor Said, in order 
to understand the scale of power held 
by multinational corporations, we need 
only to compare their total sales, annual 
growth rates, profits, and number of 
employees to the GNP and population 
of nation States. The sales of EXXON, 
General Motors, Ford and Texaco, for 
example, are greater than the GNP of 
numerous States. 

Moreover, says Dr Said, “The opera¬ 
tional growth in sales, profits and 
employees of the majority of the multi¬ 
national corporations is several times 
greater in magnitude than the population 
and GNP growth of their parent coun¬ 
tries—the United States, the Western 
European States sfhd Japan”. 


Professor Said also believes that the 
multinational corporation is neither 
inherently evil nor beneficent. Its move¬ 
ments are governed by a narrow frontier 
of economic impetuses. 

In the final analysis, it is the host 
State that is responsible for its own 
development. Its economy and the 
welfare of its people must be the ultimate 
responsibility of that State and its local 
corporations. The multinational cor¬ 
poration should be viewed as an agent 
for growth—a vehicle for the transfer of 
technology, as it were. 

And it is this nation State, the State 
that is seeking to place itself firmly in 
the modern geo-political scene, that is 
the setting in which many multinational 
corporations are and will be operating. 

And 1 honestly do not believe that the 
ultimate objectives of either are that 
dissimilar. Both are seeking economic 
growth and that, quite simply, is only 
possible when the host State and guest 
corporation work together in true co¬ 
operation and mutual understanding. 

(This is the lext of Ihc speech delivered at (he 
'hh Public Relations World Congress held at 
Bombay), 
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The Truth About Reliance 


T.C.A. Srinivasa-Raghavan 


One op the major success stories in the 
Indian textile industry during the 1970s 
has been "that of Reliance Textile Indus¬ 
tries Ltd. The company has grown by 
leaps and bounds with its sales going 
up from a little over Rs 60 crores in 
1975 to a little below Rs 210 crores in 
1980. During this period its assets have 
gone up from about Rs 12 crores to 
about Rs 58 crores and protits from 
around Rs 5 crores to Rs 30 crores. Such 
a performance has led to speculation 
and doubts about the future of the 
company. We give below two views 
1 which have been made available to us 
regarding Reliance. 

The critics of Reliance point out that 
most of the profit has accrued fiom the 
sale of imported yarn after texturising/ 
crimping and not from the manufactur¬ 
ing activity of fabrics. In support of this 
the critics point out that whereas fabric 
production has gone up by just 12.3 
per cent, gross sales have gone up by 
34 per cent. On the other hand the sale 
of texturised/crimped yarn has gone up 
by 55.1 per cent whereas the quantity 
used for internal consumption has been 
only a little over 20 per cent of total 
imports. We summarise this argument 
4 in the table given alongside. 

As can be seen from it, thcie is indeed 
some substance in what the critics have 
to say. The other point of criticism re¬ 
lates to the export peifoimance of the 
company. It is pointed out that the ex¬ 
ports of sea-food which stood at Rs 13.33 
crores in 1979 had declined to Rs 8.63 
crores in, 1980 (see table ). On the other 
hand, the exports of fabric have been a 
fairly small, Rs 6.16 croiesin 1980 against 
an even smaller Rs 5.7 croiesin 1979. It 
is, therefore, suggested by the critics that 
Reliance is not really an exporter of 
fabrics but of sea-food and that the image 
that it has been projecting as a major 
fabric exporter is not a correct one. 

A The third criticism is regarding the 
licence which has been given to Reliance 
for producing L0,000 tonnes of polyes¬ 
ter fibre yarn (actually two other com¬ 
panies, J.K. Synthetics and Orkay have 
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also been given licences to produce 6,000 
tonnes each of PFY). Critics arc of the 
view that it would have been cheaper 
if the existing manufacturers, who at 
present have very low capacities-— 
between 360 and 920 tonnes—had been 
allowed to expand their output instead of 
licensing additional capacity by setting 
up grass-root plants. This contention is 
supported by some data regarding the 
capital costs and the foreign exchange 
costs of setting up new plants against 
expanding existing units. The argument 
is summarised as below : 

Foreign Exchange Expenditure on 
Know-how by : 

Existing units Nil 

Each new unit Rs A crores* 

*Based on M/s. Reliance cases. 

Thus, there would be a large saving in 
foreign exchange. 


Gestation period : 

For existing units I to X\ years 

For new grass-root plant 3 to 3i years 

The additional capacity can be rea¬ 
lised much earlier resulting in earlier 
availability of yarn and thus saving of 1 
foreign exchange. Thus for 18500T per 
year for two years. Saving in foreign 
exchange is Rs 74 croics. | 

Capital Cost per WOO T capacity : 

For a new grass-root plant Rs 1\ to 8 

crores ^ 

For an existing unit Rs 3 to 3 \ crores , 

j 

It is easily seen that the points of cri- f' 
ticism mentioned above are of two kinds*. 
One is about Reliance in particular and " 
the other is of a more general nature 
about the Government’s policy of licens* 


Performance of Reliance Textile Industries Limited 



1979 

1980 

- 

% Increase 

i M 

1. Net Sales (Rs crores) 

155.13 

207.68 

34 3 

2. Exports: (Rs crores) 



' 

(a) Sea-Food 

J3.33 

8.63 

<-) 35.2 ■;* 

(b) Fabric 

5.70 

6.16 

8.0 ! 

3. Gross profit (Rs crores) 

12.5b 

IS.09 

44 

4 Estimated Profit on sale of imported 




Yarn after Texturising/Criir.oing as 



■v 

Yarn (Rs crores) 

8.50 

12.80 

50.5 ..j 

5. Percentage of (4) to (3) 

67.6 

70.75 

' A 

6. No. of Texturising/Crimping/Twist- 



•'j: 

ing Machines 

80 

122 

52.5 ■'*{ 

7. Texturised/Crimped Yarn Produc- 



$ 

tion out of imported Yarn (M.T.) 

4,655 

7,720 

65.8 ^ 

8. Value of imported Yarn at Market 



'V 

Price (Rs crores) 

51.44 

87.06 

69.2 

9. Texturised/Crimped Yarn Sales (M.T.) 3,969 

6,154 

55.1 

Hi. Percentage of (9) to (7) 

85.26 

79.80 


11. Sales Value of imported Yarn 




(Rs crores) 

62.90 

91.61 

45.6 ; i: ; 

12. Internal consumption of Texturised/ 




Crimped Yarn (7—9) (M.T.) 

686 

1,566 


13. Percentage of (12) to (7) 

14.74 

20.2 


J4. Value of imported Yarn used for 




internal consumption (Rs crores; 

7.58 

17.66 

32.9 

15. Percentage of (I J ) to (8) 

14.73 

20.28 


16. Fabric Production (Lakh Metis.) 

316,7 

355.9 

12.3 
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ing PFY capacity. Given below is 
Reliance's answer.* 

The first question than Reliance asks 
is: So what if we are making piofits by 
selling imported yarn? Why cannot the 
others also do the same. Their argument 
is simple. Since loom capacity has been 
broken (by the Government) and since 
PFY is on OCL— which means any one 
so interested can import it—Reliance is 
importing its full quota, using up what 
it can for internal consumption (which 
depends on the loom capacity) and sell¬ 
ing the rest in the open market. Why 
can't others do the same? 

On the subject of exports, however, 
Reliance is on somewhat weaker ground. 
As the table above shows the exports of 
sea-food have been higher than that of 
fabrics and it is perhaps not quite honest 
of Reliance to lump the two together and 
claim an outstanding export performance. 
In fact, Reliance does admit that its sea¬ 
food activity is a marginal one. Neverthe¬ 
less, it must be pointed out that with the 
kind of low production capacities which 
the Government allows and with the kind 

*The views of Reliance were obtained through 
an interview with their representative in Delhi 
and not in a written form from the company’s 
headquarters in Bombay. 


of scale sensitivity to which Pl^ ptoduo^ 
tion is subject, it would be really difficult 
for Indian manufacturers with their tiny 
plants to compete effectively in the inter¬ 
national market. That the Government 
should think in terms of allowing large 
(at least 50,000 tonnes capacity) plants 
in an effort to substitute cotton textiles 
is a different stoiy altogether. 

As regards the question of Govern¬ 
ment's policy of licencing grass-root 
plants, the issue simply boils down to 
whether or not we are going to have eco¬ 
nomic sized plants. According to Reliance, 
most of the smaller manufacturers are 
those who were originally licensed to pro¬ 
duce nylon and who subsequently diver¬ 
ted a part of their capacity to the produc¬ 
tion of PFY. Even assuming that these 
plants are allowed to divert their entire 
nvlon capacity to the production of 
PFY, it does seem a bit curious that an 
engineering technology geared for nylon 
should be then modified for the manu¬ 
facture of PFY. This is an absurd misuse 
of technology particularly when you can 
set up plants geared exclusively for the 
production of PFY. 

Some figures are in order here. The 
demand projection for PFY by 1983-84 
has been placed at 52,000 tonnes (per- 



90). Altogether, a total of 11*500 ton¬ 
nes is already in existence and 22,000 
tonne? have been licensed. The capacity 
yet to be licenced is, therefore, 18,500 
tonnes. It is really for this balance that 
the existing units should go in for with 
capacities of the order of at least 6000 
to 10,000 tonnes. Of this, however, there 
arc not many signs. Although a number 
of applications are pending with the 
Government, *t is quite certain that none 
of these are for the kind of capacities 
that are required. If the existing units 
are only interested in diverting further 
nylon capacity towaids the production 
of PFY, it makes no economic sense 
whatsoever because, first, they are not 
likely to get to the minimum economic 
size of 6,000 tonnes, and second, such 
a diversion of technology is economically 
really wasteful. 

In this context it is interesting to re¬ 
call a speech made by Mr Garware in 
1980 where he actually protested against 
the Government's policy of licensing eco¬ 
nomic size units. This smacks so much 
of big industrial houses behaving like a 
small scale industry that one is left in 
great doubt as to what the existing 
units really want. 
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The pashmina ■ 
shawl and the \ 
snuff box test 
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There sat the little inconspicuous snuff box in line with the 
master’s fearful eye, as a length of finely woven fabric trembled 
between work-worn fingers. 

Folding the fabric small, the master deftly slipped it into the 
snuff box. The man held his breath. 

Then both man and master smiled as the lid shut effortlessly... 
The pashmina shawl had passed its test. 

Thus began a tradition of quality cherished through the 
years of Indian textile history down to the present day. 

From Textool comes another enduring tradition of India’s textile 

world.quality machinery to turn the wheels of the 

flourishing textile industry. Fly frames, ring frames, ring doubling 
frames, cone winders and doubler winders. Machines to see a 
diversity of textiles through the crucial stages of spinning 
and winding. Rugged, modem machines from Textool that are. 
running effortlessly in textile mills all over the country and i. 
in several parts of the world. The credentials of this premier 

Indian textile engineering organisation.over thirty years 

of an intense involvement with the warp and weft of the 
Indian textile world. 

Cast into every piece of machinery that Textool 
manufactures today are the engineering precision 
and technological excellence that have been built up f 
of a solid experience. 



Textool Company Limited Ganapathy Coimbatore - 641 006 
Grams. TEXTOLCO Telex; 855-353 TXT IN Telephone: 26231 (5 lines) 
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Economic Analysis 


Prospects for South-South Cooperation— i 


Tm north-south dialogue has 
run aground. At a time when the 
most Third World countries arc suf¬ 
fering Iheir biggesi trade deficits ever, 
real aid flows are falling everywhere, 
multilateral financial institutions 
are having their funds slashed, and 
protectionism is growing. There was 
a time, back in the 1960s, when the 
advanced nations generally felt sym¬ 
pathetic to developing nations. Then 
came a period of aid-weariness. Now 
we are witnessing a time of growing 
disinterest and even outright hosti¬ 
lity. Thanks to the success of OPEC 
in jacking up oil prices, some advanced 
nations see themselves as victims, 
not perpetrators of an unjust economic 
order. The huge payments deficit of 
non-oil importing developing nations 
is now so large that Western assis¬ 
tance cannot possibly bridge more than 
half the gap, and the Western nations 
are not even interested in trying in 
view of stagflation and unemploy¬ 
ment at home. At one lime they used 
to encourage imports from the Third 
World, as exemplified in the Genera¬ 
lised Scheme of Preferences. TYday 
some of them led positively threa¬ 
tened by Third World ex ports, which 
are making inroad* into their domestic 
industries, flic liberal atmosphere 
which once pervaded the Wcsl has 
Riven way to anti-welfarism, the USA 
and Britain being llie best examples. 
Countries which are cutting back on 
welfare at home can hardly he expect¬ 
ed tu step up aid or trade concessions 
to poor countries. 

The prospects of North-south co¬ 
operation improving are bleak for 
some years lo come. This has led 
many countries to suggest that the 


Swaminathan S. Aiyar 

Third World should switch to South- 
South cooperation instead. Some 
militants have taken the view that 
South-South cooperation could pose 
a positive threat to the North, and 
force it into making concessions. Others 
are sceptical t f this (as is the North 
itself), but think there is great promise 
in such cooperation as a substitute 
for North-South tics. Politically, 
South-South cooperation is an ex¬ 
tremely attractive ideal. However, very 
considerable difficulties are involved 
in implementation. The Third World 
is a group of very disparate countries 
with very disparate interests, who not 
infrequently fight wars with one an¬ 
other. Third World unity is relatively 
easy to obtain when directed against 
the North (though even this involves 
some tightrope walking). Third World 
unity stands exposed as a myth when 
addressed to internal cot peration at 
the global level. At the regional level 
slightly more progress has been made. 
But the only substantial progress has 
been made at the sub-regional level, 
and in producer groupings. In these 
small grt upings, it is possible to sum¬ 
mon enough political will for action. 

"The results ol such cooperation have 
been very limited so far. There is con¬ 
siderable scope for improvement. 
There is every reason to encourage 
South-South cooperation. But it is 
futile to pretend that it can be a full 
or even substantial substitute for North- 
South cooperation. At best it can be 
a small though valuable supplement, 
whose value can grow over time. It 
i* certainly not an immediate pana¬ 
cea for the current North-South stale¬ 
mate. 

The two most important facets of 


North-South cooperation have been 
aid and trade flows. Aid is falling and 
trade is being affected by protec¬ 
tionism. But it takes only the most 
superficial analysis to show that 
neither problem is going to be solved 
by South-South cooperation. 

Tn theory, the cut in aid from the 
OECD nations could be compensated 
for or even improved by additional 
aid from the oil rich nations. Is there 
any chance at all of this happening 
in practice? The answer must be a 
resounding “no". The oil rich donors 
are getting more tight-fisted than be¬ 
fore. As T able I shows, OPEC aid 
fell from 2.59 per cent of its GNP 
in 1975 to 1.46 per cent of GNP in 
1980. By contrast, aid from the OECD 
actually rose marginally to 0.37 per 
cent of GNP. 

It should be noted that OPEC had 
far larger surpluses in 1980 than in 
1975, yet it devoted a much smaller 
share on aid. Now that oil prices 
have fallen and threaten to stagnate 
for some years, OPEC aid is bound 
to fall. Aid-wearniness is likely to 
affect OPEC far more than those of 
the North. Indeed, this has been so 
for some time. As the table shows, 
OECD aid virtually doubled from 13.8 
billion dollars to 26.7 billion dollars 
between 1975 and 1980. In the same 
period OPEC aid rose by a much smal¬ 
ler proportion, from 5.5 billion dollars 
to 6.99 billion dollars. This shows 
that the extent of aid-weaiiness of 
the North has often been exaggerated, 
and the chances of South-South co¬ 
operation compensating for it are 
-<ero. 

The other factor to be weighed is 
the distribution of OPEC assistance, 
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which can only be described as a 
travesty of South-South cooperation. 
Around 90 per cent of OPEC aid 
£oe$ to Arab States and other Muslim 
countries. Very little goes to the others. 
Some countries like North Yemen are 
getting a hundred times as much in 
aid as the increased outgo on their 
oil bills. Non-Muslim countries re¬ 
cover through OPEC aid not even 
one-twentieth of the increase in their 
oil bills. 

Table II lists assistance received by 
selected developing nations. It shews 
that there is no connection at all bet¬ 
ween OPEC bilateral assistance and 
objective criteria. India, a poor coun¬ 
try most seriously affected by the oil 
crisis, got only 1.2 per cent of its 
GNP in the form of aid in 1978, and 


OPEC’s bilateral contribution was 
only 0.18 per cent of Indian GNP. 
At the other end of the spectrum was 
Mauritania, a country which is both 
Arab and has a French colonial link. 
This country in 1978 received a whop¬ 
ping 48.6 percent of its GNP in the 
form of aid. OPEC assistance alone 
came to 24.3 per cent of Mauritania’s 
GNP. Enormous sums were handed 
out to relatively well off developing 
countries like Egypt (508 million dol¬ 
lars), Svria (339 million dollars) and 
Jordan (239 million dollars) simply 
because they were Arab. 

Now that OPEC surpluses seem des¬ 
tined to fall, aid will also fall sharply. 
And it takes little imagination to 
see that the cuts will be levied mainly 
on non-Arab, non-Muslim nations. 

Tabu- I 

Concessional Assistance: 1975-80 
Net Disbursements 


: 

t 
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t 

x 
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Next we come to trade and protcc- t 
lionism. There is no^ doubt that pro¬ 
tectionist tendencies in the North 
have become stronger in the last few 
years, and have inhibited the growth 
of the Third World exports. But it 
needs to be emphasised that protec¬ 
tionism has been limited to a hand¬ 
ful of items, particularly textiles and 
footwear and thcie is not the slightest 
chance that textiles and footwear 
shut out by the North can be sold in 
othei countries of the South. The 
South is far more protectionist than 
the North. In the North, protectionism 
is merely a dirtv word, in the South 
it is an article of faith. Every develop 
mg country wants to protect its in¬ 
dustries, and textiles and footwear 
arc two basic industries which everv 


t 

x 

t 

X 

X 

X 

X 
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As per cent of GNP 


Million Dollars 


Donor country 

1975 

1976 

1977 

1978 

1979 

1980 

J975 

1979 

1980 

Algeria 

0.28 

0.37 

0.24 

0.18 

0.87 

0.21 

41 

272 

83 

Iraq 

1.64 

1.44 

0.33 

0.76 

2.60 

2,19 

218 

868 

85 J 

Kuwait 

8.1J 

4.52 

10.02 

7.36 

4.08 

3.87 

976 

1,053 

1,186 

Libya 

2.30 

0.63 

0.65 

0.99 

0.51 

0.92 

261 

118 

281 

Qatar 

15.62 

7.95 

7.90 

3.56 

5.89 

5.28 

339 

277 

299 

Saudi Arabia 

5.62 

5.13 

4.09 

2.27 

3.08 

3.66 

.,997 

2,298 

3,033 

UAE 

11.68 

9.21 

8.05 

4.82 

6.17 

3.96 

1.046 

1,171 

1,62 

Arab donors 

4.99 

3.83 

3.75 

2.39 

2.86 

2.66 

4,879 

6,057 

6,798 

Iran 

1.12 

1.43 

0.29 

0.37 

0.03 

0.03 

593 

21 

29 

Nigeria 

0.04 

0.19 

0.13 

0.16 

0.04 

0.05 

14 

31 

49 

Venezuela 

0.11 

0.33 

0.35 

0.27 

0.17 

0.23 

31 

82 

130 

Other OPEC Donors 

0.55 

0.67 

0.21 

0.24 

0.07 

0.09 

638 

134 

201 

Total OPEC 

2.59 

2.14 

1.91 

1.29 

1.51 

1.46 

5,517 

6,191 

6,999 

USSR 

0.07 

0.10 

0.10 

0.10 

0.13 

0.14 

517 

1,403 

1,580 

Eastern Europe 

0.07 

0.08 

0.07 

0.09 

0.09 

0.06 

225 

358 

237 

Total CMEA 

0.07 

0.09 

0.09 

0.10 

0.12 

0,12 

742 

1.761 

1,817 

Total OECD 

0.36 

0.33 

0.33 

0.35 

0.35 

0.37 

13,840 

22,413 

26,708 


Source : OECD Secretariat except for GNP figures for OPEC countries which were supplied by the World Bank. 

*++++++♦ 4 4+4-44-4 +++♦+♦+♦»♦ 


X 

X 

X 

X 

X 

X 

X 

X 

X 

t 

X 

i 

X 

X 

X 


EASTERN BCqfcolilST 


393 


FEBRUARY 12 , 1982 



countr> wants to su* up and protect 
from international ami pet it ion. I his 
tendency is by no means confined to 
countries with infant industries. Even 
the Indian textile industry, which is 
moie than a hundred years old and 
is suffering from senility rather than 
teething troubles, gets blanket pro¬ 
tection from all imports. 

There is indeed scope for an in¬ 
crease in South-South trade. Hut this 
is typically in industrial raw materials 
.and capital goods, which ha\c not 
really been affected by protectionsim 
in the North. Protection has mainly 
hit cheap consumer goods like textiles, 
and there is very limited scope for 
increasing South-South bade in such 
goods. 

Another important point must be 
noted here. Protectionism in the North 
has affected some textile exporters, 
but has actually benefited others, 
India being a prime example. The 
allocation of country-wise quotas on 
the basis of historical exports means 
that traditional textile exporters get 
big quotas and new entrants get small 
ones. It is quite possible that the 
traditional exporters like India are 
uncompetitive and new exporters like 
Sri Lanka are competitive. But the 
system allows uncompetitive Indian 
goods to get in while competitive ones 
from S»i Lanka arc shut out. It is 
worth pointing out that there are vir¬ 
tually no trade barriers to textiles in 
most countries of the Persian Gulf. 
Yet India is able to sell eery little in 
this area, but is able to export most 
of its textiles to the protectionist 
North. This illustrates the fact that 
the interests of different developing 
countries can be highly divergent, and 
Third World unity even in trade 
matters is difficult to achieve. 

We see that neither in aid nor in 
combating protectionism can South- 
South ties be a substitute for North 
South relations. Why then have some 
developing nations posed South South 
cooperation as a weapon to threaten 
the North with? The answer is that 
it could indeed be a weapon if there 


were sufficient political will behind it. 
But there is not. Easily the richest 
and most powerful section of the 
South consists of the oil exporters, 
who wield a lot of global clout. Had 
they been serious about South-South 
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ties, they could have given oil t0 im¬ 
porting nations at a concessional 
price, but they have persistently failed 
to do so (save in the case of Venezuela* 
which gives concessional oil to other 
members of the Andean group). 


Table II 

ODA to Selected Developing Countries by Source, 1978 


Per Capita income 
(?) 

Total % of GNP DAC Multilateral OPEC 

5 million of recipient Bilateral 5 million bilateral 
8 million & million 

1 

2 

3 

4 

5 

6 

91 Bangladesh 

952 

14.9 

666 

259 

27 

114 Mali 

153 

20.9 

93 

56 

4 

139 Niger 

151 

17.7 

78 

57 

16 

297 Sudan 

293 

5.4 

113 

127 

53 

199 Tanzania 

424 

12.2 

332 

91 

1 

114 Upper Volta 

154 

19.2 

97 

58 

— 

386 Yemen Arab Republic 203 

8.7 

37 

44 

122 

136 Burma 

272 

6.2 

157 

h5 

— 

341 Cameroon 

184 

6.4 

117 

64 

3 

312 Egypt 

2,266 

15.8 

860 

897 

508 

154 India 

1.285 

1.2 

670 

431 

184 

304 Indonesia 

626 

1.3 

541 

58 

27 

272 Kenya 

242 

5.3 

184 

58 

— 

271 Mauritania 

214 

48.6 

40 

67 

107 

194 Pakistan 

664 

4.0 

379 

217 

68 

424 Scneoal 

219 

9.3 

12? 

88 

10 

203 Sri L anka 

241 

11.1 

216 

17.1 

4 

166 Vietnam 

328 

3.6 

208 

120 

— 

125 Zaire 

306 

6.1 

204 

102 

— 

2,198 Israel 

900 

7.9 

900 

— 


708 Jordan 

394 

16.3 

119 

35 

239 

808 S. Koiea 

171 

0.5 

136 

2? 

13 

1,746 Labanon 

180 

3.9 

22 

37 

121 

571 Morocco 

276 

2.6 

180 

62 

34 

484 Papua New Guinea 299 

20.6 

274 

24 

— 

453 Philippines 

248 

1.1 

165 

83 

—• 

900 Syria 

414 

5.1 

35 

40 

339 

414 Thailand 

239 

1.2 

149 

88 

2 

868 Tunisia 

291 

5.2 

253 

14 

25 

1,112. Turkey 

176 

0.4 

154 

22 

— 

448 Zambia 

182 

7.1 

—- 

— 

— 


# Source : OBCD Observer , November 1979. 
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k OPEC could have used its muscle to 
deny oil supplies to countries of the 
North which imposed trade barriers 
on the South, or cut aid. In practice 
it has not shown the least inclination 
to dp so. When the North dragged 
its feet on a Common Fund for com- 
moditiest and later on an energy 
affiliate of the World Bank, OPEC 
nations could have come forward with 
the finance themselves. But they did 
not. The sad fact is that the rest of 
the Third World has got very little 
in return for its support to OPEC 
on oil prices. Many poor Third World 
countries have finally concluded that 
* high oil prices are a bad thing and 
that OPEC should do much more to 
mitigate their woes. But they are too 
scared to say so. They fear that they 
may lose their oil supplies if they 
criticise OPEC. Thus in one way 
Third World unity has degenerated 
into fear and blackmail, which is 
obviously no basis foi coopcraiion. 

As noted earlier, there seems to be 
sufficient common ground for coope¬ 
ration only among small, compact 
gioups of developing nations, on a 
sub-regional basis or in the form of 
producer groups. It is instructive to 
consider the latter first. OPEC itself 
J is a producer group, and some ex¬ 
perts hold it is an outstanding example 
of how South-South cooperation can 
be used to extract a better deal from 
the North. 

Indeed, immediately after OPEC’s 
initial success in 1973-74, there 
was much talk about producer 
cartels for other commodities like 
copper, iron ore, rock phosohate 
and so on. It took only a few years 
of sobering experience to realise that 
cartelisation was not feasible for com¬ 
modities in general, and that OPEC 
had succeeded only because oil is a 
very exceptional commodity. The in¬ 
elasticity of demand for oil is un- 
^ rivalled by other commodities, (and at 
the current price even oil demand has 
turned out to be pricc-elastic)i The 
volume of trade in oil dwarfs any 
’Other commodity, and it is essential 


to a degree that others are not. 

But commodity characteristics are 
not all. A vital (but little discussed) 
reason for OPEC’s success was that 
some of the biggest exporters (like 
Saudi Arabia and Kuwait) were already 
rich and received no aid. Thus the 
North could not penalise OPEC by 
cutting off aid. Unfortunately, pro¬ 
ducers of all other commodities are 
relatively poor and receive large sums 
of aid. Even if they could lig up a 
cartel, they would be subjected to 
punishing sanctions like an aid em¬ 
bargo which would offset any benefits 
from cartelisation. 

It must also be pointed out that the 
cartelisation of a commodity cannot 
really be characterised as South-South 
cooperation. It may benefit a small 
group of producers, but will adversely 
affect the many Third World nations 
that import the commodity and on 
balance ihe Third World may actually 
be worse off. Oil is the classic example 
of this. In the pre-OPEC days, 
the combined trade gap of the oil¬ 
importing South was only 14 billion 
dollars. In 1980,it was 80 billion dol¬ 
lars, and perhaps as much in 1981. 

The South is in more serious financial 
trouble than ever before, and all be¬ 
cause of the direct and indirect effects 
of a successful producer cartel. The 
oil importing nations have been hit 
on the head five times. They have been 
hit first and foremost by the direct 
rise in oil import costs. The second 
blow is the recession caused in the 
North by high oil prices, which in 
turn has reduced the demand for and 
the price of other commodities expor¬ 
ted by the South. The third blow is 
that high uil prices have sparked off 
a wage-price spiral in the North 
which has led to huge increase in the 
price of capital goods needed by the 
South. The fourth blow is that the 
North has imposed high interest 
rates to combat inflation, and this 
has made it prohibitively expensive 
for the South to borrow money from 
the international market. The fifth 
blow is that high oil prices and their 


consequences have driven the North 
into aid-weariness and protectionism. 

There can be no more dramatic 
illustration of the fact that cartelisa¬ 
tion is a beggar-my-neighbour system, 
not one for the benefit of the whole 
Third World. And it tends to beggar 
poor countries more than the North, 
as the poor countries have less resi¬ 
lience, less ability to make the neces¬ 
sary structural adjustments, and less 
ability to borrow money for invest¬ 
ment. 

Cartelisation along OPEC lines for 
other commodities is not only un¬ 
desirable but also, in most cases, im¬ 
practical. The conflict between Third 
World exporters is often too deep- 
seated to permit even orderly market¬ 
ing arrangements. The ultimate ex¬ 
ample of this must be jute, where just 
two countries, India and Bangladesh, 
have a virtual world monopoly. Yet 
they are not able to agree on market¬ 
ing shares, as Bangladesh would like 
to drive India out of the market al¬ 
together if possible. There has been no 
agreement on tea as some countries 
like Kenya want to expand their mar¬ 
ket shares, and are not willing to freeze 
the existing production structure which 
favours traditional exporters like India 
or Sri Lanka. Agreements on coffee, 
sugar and other such commodities 
have been negotiated, but at best 
bring limited benefits. This is true 
even of the tin agreement, which 
boasts the most successful buffer 
stocking operation of a commodity 
(although its buffer stock is far smaller 
than the USA’s strategic stockpile 
of the same metal). The Common 
Fund is likely to emerge as a reality 
fairly soon and will help provide 
finance for various individual commo¬ 
dity agreements. This is a form of 
North-South cooperation rather 
than the South-South variety. And 
while its benefits will be limited, 
they look like outweighing anything 
that will be achieved by the coun¬ 
tries of the South alone. 

(To be concluded) 



In the Nation 


Stephen's Centenary Gift 


FoR a change a national event of signi¬ 
ficance was celebrated in far-off Madras: 
the centenary celebrations of the found¬ 
ing of the telephone system was launched 
in. Madras on Januaiy 28, exactly 100 
years after the advent of the telephone in 
the country. Communications Minister 
C.M. Stephen also utilised the occasion 
to prepare the ground for a stiff increase 
in the cost of services: this followed in 
the next five days when a fairly stiff hike 
amounting to 50 per cent in the rental 
for telephones as also in the cost of 
registration fees, money order commis¬ 
sion, telegrams... designed to net in 
around Rs 100 crores in a year was an¬ 
nounced. The increased income from 
telephone rental alone accounts for 59 
per cent of the total increase in revenue 
anticipated. 

Tamil Nadu Governor Sadiq Ali and 
our man for all seasons, Mr M.A. 
Muthiah Chettiar, who is never tired of 
recalling the good-old-days, who parti¬ 
cipated in the centenary celebrations 
clearly asked for trouble at the hands of 
the irrepressible Mr C. M. Stephen. 

The Heydays 

Governor Sadiq Ali recalled with nos¬ 
talgia “the early days when the service 
was cheap, the rentals were low, no 
deposit was asked for and a potential 
buyer received flattering attention from 
the telephone company and many con¬ 
cessions were dangled before him. There 
was also the further facility that one’s 
friends and relatives could drop in at 
any time of the day or night and make 
calls, any number of them, without any 
extra charge for the subscriber.” Mr 
Muthiah Chettiar in his meandering 
speech recalled how he spoke for over 
35 minutes to his brother in London, 
for which no bill was sent. With pride 
he also referred to how once the British 
Works Manager of the telephone com¬ 
pany (of which he was a director) 


attended to complaint at 11 p.m. which 
was followed up by the General Mana¬ 
ger in the early hours of the morning. 

Of course Mr C.M. Stephen assured 
him that the telephone department con¬ 
tinues to pay equally prompt attention, 
with the same speed to any camplaint 
from Raj Bhavan, for instance, even 
today! 

Mr Stephen had his own version of 
modern mathematics, when he proved 
with a good deal of confusion how 50 
was equal to 200. He was anxious to prove 
that the telephone tariff, both rental and 
call charges today are not very different 
from the good old days when the subs¬ 
cribers were allowed 60 free calls per 
month and charged a rental of Rs 17.50 
per month, and when extra call where 
charged at one anna (about 6 paise) 
per call. 

'Batter DmT 

Mr Stephen converted the monthly ren¬ 
tal and asked the audience to keep a 
figure of Rs 50 for 180 calls and conver¬ 
ted the rupees into annas and Jed up to 
the point of making one understand that 
for 180 calls the rental was about 800 
annas; and then he brought the current 
scenario of the rental ofRs200pcr quar¬ 
ter which entitled the subscriber 250 
free calls and then made the Hanuman 
jump: “I am giving a better deal to the 
subscriber today. What is the one anna 
then and what is it today? he asked in 
his stentorian voice. He graphically des¬ 
cribed the good-old-days he paid only 
Rs 5 for the hostel mess charges and 
Re 1 as room rent per month, whereas 
it cost him Rs. 500 today to defray the 
hostel expenses of his son at Bombay, 
it was a fascinating comparative study of 
communications, economics and philo¬ 
sophy, all in one stroke. 

Of course the growth of the telephone 
system over the 100 years has been such 
as one could be proud of. The growth 
kept pace with developments elsewhere 


and the system attempted to keep pace 
with modern technology. Understandably 
in the initial years attention was con¬ 
fined to the major metropolises and in 
the private system of ownership, there 
was not much attempt at coordinated 
developments. The telephone system was 
nationalised in 1943 and after Indepen¬ 
dence with the stress laid on communi¬ 
cations, growth has indeed been signi¬ 
ficant. At the time of independence India 
had 321 exchanges and 86,000 telephone 
lines; today there are some 7000 exchan¬ 
ges and over 25 lakhs telephones. 

Revolutionary Change 

Of course the system is in the throes 
of a revolutionary change. In the last 
one decade there has been tremendous 
expansion in the matter of laying coaxial 
cables, setting up microwave links and the 
like: the recent advance in communica¬ 
tions through satellites is bound to open 
up more exciting possibilities Equally 
fascinating is the prospect for harnessing 
electronics. Mr Stephen spoke enthu^ 
siastically about the quantum jump: 
from the present 5 lakhs number of tele¬ 
phone equipment manufactured, within 
the next three to four years the capacity 
for production will exceed 15 lakh num¬ 
bers of telephones per annum. There 
was understandable pride over the self- 
reliant growth brought about and also 
over the felicity with which latest tech¬ 
nology available could be brought into 
the country- The technological jump has 
been impressive— from electromechanical 
equipment to latest digital electronics 
and with euphoria, Mr Stephen talked 
of a Hanuman jump in communications. 
He recalled that even Hanuman took 
time to jump and likewise, this technolo¬ 
gical jump also requited elaborate pre¬ 
parations. 

Mr Stephen also would not suffer 
any comparison about per capita avail¬ 
ability which appears unfortunately a 
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Jnetttft f6r every 1060 people. Earlier in 
the day, Tftetfiadif in a none-too-flatter- 
\ng editorial on the telephones pointed 
to the availability of one instrument for 
some 300 persons in India. Mr Stephen 
dismissed such comparisons as absurd 
and said that the state of developments 
of telephones is related to the state 
of industrialisation of a country- Both 
Mr Stephen and Secretary of the Minis¬ 
try of Communications MrS. K. Ghosh 
refeired to the qualitative improvements 
that are being brought about in the next 
three years. 

Waiting List 

The waiting list foi telephone connec¬ 
tions in the country is in the region of 
around 5 lakhs, with Bombay and Delhi 
accounting for the laigest number. Mr 
Stephen was confident that the country 
would have cleared this backlog by 1985 
but then anothei 7.5 lakh new registra¬ 
tions would have come by then. 

Mr Stephen need not have much of a 
worry in this direction. The frequent 
and steep hikes brought about in afford¬ 
ing and maintaining a telephone has 
already shied awa> many aspirants from 
acquiring one. In claiming that the hike 
in tarilT was not much, the Minister was 
surely unrealistic—a 50 per cent hike in 
rentals alone for a system which is al- 
^ ready earning sizable surpluses cannot 
* be dismissed as modest. The drawing of 
the balance sheet of PA T finances is 
weighted heavily against the telephones; 
the income from telephone is sought to 
be kept at wry high levels to offset losses 
of the inefficient sections of ihe postal 
wing. As pointed out in this column a 
few months ago the revenue from tele¬ 
phones in metropolitan towns is many 
times the expenditure incurred on them. 
The revenue of Madras Telephone Sys¬ 
tem, for instance, shot up from Rs 28 
crores m 1977-78 to Rs 39 crores in 
J980-8I. In this period the growth in 
expendituie was from Rs 6 crores to Rs 
10 crores. In spite of the eloquence of 
Mr C.M. Stephen that his Ministry was 
certainly ‘‘not usurious but humane and 
considerate", it is not all that easy to 


. nernvmitm'mX" 

findof corporate entities. It is 
tiue that the telephones are on the thres¬ 
hold of a revolution. The type of Hanu- 
man jump envisaged by Mr Stephen is 
possible only when the tariff is kept at 
modest levels. The effort must be to earn 
income, albeit in smaltfeoses, over a very 
much larger base rather than through 
enormous surpluses on a relatively 
modest base. The vast distances of the 
country and the expansion in industrial 
activity,especially the dispersal into rural 
areas, is bound to bring about a revolu¬ 
tion in demand for the essential facility 
of a telephone. But pricing it high will 
have the demerit of limiting it to a rela¬ 
tively small number of the population. 

Barring Bombay and Delhi which are 
flush with money, the clamour for tele¬ 
phone in large numbers is not witnessed 
elsewhere to any comparable degree. In 
Madras city, for instance, the backlog 
increased f m around 14000 in March 
1981 to around 19000 as at the end of 
January. The increase is accounted 
partly by the very poor additions to 
capacity. In the past three years, for 
instance, the average annual addition 
to Bombay system is about 22000 lines 
whereas it averaged just 2700 for 
Madras. In the current year, the city 
plans to add just around 600. The initial 
deposit itself is made hefty: for the OYT 
category it is Rs 8000 today and just 
over a decade ago it was around 
Rs 500. Mr Stephen’s new mathematics, 
however impressive it is, may not re¬ 
concile easily with harsh economic 
realities. 


t*ltt that imports of 1.23 million tonnes 
of wheat were resorted to this year. A 
new technical committee, headed by the 
Food Secretary, MrB.G. Gangopadhyaya, 
has suggested that the buffer stock limit 
should be raised by the end of the current 
(Sixth) Plan period to 15 million tonnes 
and that for the operational stock to 10 
million tonnes. By the end of the cur¬ 
rent decade, the total stocking require¬ 
ments may go up to around 30 million 
tonnes. 

Preference for Wheat 

In view of the consumer preference fog 
wheat, which is a less expensive staple 
food than rice, it is felt that the propos* 
ed 15 million tonnes buffer stock by 1984- 
85 should consist of 8/8.5 million tonnes 
ofwhear. Its rice component may be 
6/6.5 million tonnes. The balance half# 
a-million tonnes buffer could be compo¬ 
sed of coarse grains. The buffer stock ' 
requirements by 1989-90 are estimated at 
18 million tonnes. It should consist of 
10.5 million tonnes of wheat, seven mil¬ 
lion tonnes of rice and half-a-million ton¬ 
nes of coarse gains. 

If a fresh breakthrough is not achieved 
in wheat cultivation so as to throw up 
much larger marketable surpluses than 
hitherto, some imports of wheat occasion¬ 
ally need not be ruled out during the , 
current decade to finance which rice eg# V 
ports may have to be maintained oq g * 
regular basis. Wheat imports may 
be a normal feature and may be resorted » 
to only when international prices arfe^' 
favourable. > 


Grains Buffer 

The envisaged steady expansion of the 
public distribution system and the high 
rate of growth of population warrant lar¬ 
ger buffer-stocking of foodgrains to insu¬ 
late the economy against food shortages 
in the lean production years. Following 
the recommendations of the 1975 techni¬ 
cal committee on the issue, the Union 
Government currently endeavours to 
maintain a buffer stock of 12 million ton- 


The operational stock obviously will f 
vary during the course of the year, tb* * 
highest stock of about 10 million tonne# \ 
being at the beginning of the agricultural J 
year in July. It could go down by Noveni* ^ 
ber to about six million tonnes and bjfA 
the beginning of the rabi marketing sea# l 
son in April to around four million tout* ' 
nes. * 

Modalities are being wored out' 
to cope with the increased require* ( 
ments of buffer-stocking in the $omut£* 
years. A major issue on which con* 
certed thought is being bestowed i$t 
the augmentation of storage capacity. 
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at 30 million tonnes. Covered •torvge 
already built up or under construction 
aggregates to around 19 million tonnes. 
A gap of 11 million tonnes, thus, will 
have to be bridged. A phased programme 
is proposed to be drawn up to fill this 
gap. 

The open storage capacity (FCl-owned 
as well as hned), which has been brought 
down from 7 524 million tonnes in 1976- 
77 to 3.646 million tonnes by the end of 
November last, is to be phased out pro¬ 
gressively. Open storage in futuie may be 
taken icsort to only in an emergency 
when there is a phenomneal rise in pro¬ 
curement. The accent is on putting up 
large-sized storage facilities (25,000 to 
50,000 tonnes per point) at centres with 
railway siding facilities so that they may 
act as despatching or receiving terminals 
in an economical way. In view of the 
reorganised railway movement, the new 
stoiagc facilities aro to be built primarily 
along the main linesfiom where complete 
rakes can be moved expeditiously. 


Bombay Textile 
Strike 


Sjnci Jani ary 18, the cotton textile in- 
dust! y in Bombay has come to a grinding 
halt following the strike call given by the 
militant labour leader. Dr Datta Samant, 
who formed recently his Maharashtra 
Girin Kamgar Union (MGKU). Barring 
the Rushtriya Mill Mazdoor Sangh 
(RMMS), the officially recognised union, 
the other la boui unions aie supporting 
the strike, Earliei since October seven 
textile mills were already strike-bound 
over the bonus issue. 

Bombay has 47 mills in the private 
sector, 12 units arc run by the National 
Textile Corpoialion and one by the State 
Textile Corporation. On their rolls are 
more than 2,25,000 workers, but gene¬ 
rally daily attendance is stated to be 
1,80,000. At the average daily wage earn¬ 
ings of Rs 37.5, workers now stand to 
lose over Rs 68 lakhs. 


ftbpbdtftk. '■ f. tiTtSKMWr 

quantifiable—of them seem to be 
vague—tbe burden works out to anywhere 
between Rs 4®0 to Rs 650 per month per 
employee over and above his present 
emoluments. This, according to the 
Bombay Millowners* Association, will 
result in an annual additional financial 
burden on the industry varying between 
Rs 100 to Rs 160 crores. In addition Dr 
Samant has staked a claim for a bonus 


T.T. Vijayaraghavan writes 
from Bombay 


higher than what was payable under the 
Payment of Bonus Act, 1965. 

So far as the demand for higher bonus 
is concerned millowners point out that 
the total amount of bonus fixed for 1980 
to be paid by all members of the Associa¬ 
tion worked out to Rs 20 62 crores out of 
a gross profit (inclusive of depreciation, 
development rebate and/or investment 
allowance) of Rs 54.5 crores, the highest 
ever paid in the history of cotton textile 
industry of Bombay. The bonus was 
accepted by all the emploees of44 out of 
47 units in the membership of the Asso¬ 
ciation and even some of the employees 
of the remaining 3 mills. What was left 
with the industry after the payment of 
bonus was just a depreciation though in 
a number of cases bonuses were paid at 
the expense of depreciation. Therefore, 
there is no justification for higher bonus. 

On the demands for higher wages and 
fringe benefits, they have contended that 
the lowest paid employee in the Bombay 
cotton textile industry gets between 
Rs 910 to Rs 972 per month. Emolu¬ 
ments of some other important catego¬ 
ries range between Rs J368 and Rs 1484. 
They also point out that every hike in 
the average value per metre of doth is 
followed by a decline in the off-take 
Thus, with a 53 per cent hike in the ave¬ 
rage value per metre between 1974 and 
1980, the per family off-take declined by 
35 per cent in the case of cotton textiles. 
The consumers' capacity to buy, which 
is intrinsically limited, is further restrai¬ 
ned by the surging inflation. Any further 
hike in prices caused by wage escalations 



The point to note is that all this claim 


for a big hike in wages and fringe benefits 
has been made even though the. e has * 
been a subsisting agreement between the 
employers and woikers in terms of the 
award given by the then Chief Minister 
ofMaharashtia in 1979. This agreement 
expires only by the end of 1984 and it 
specifically provides that in considera¬ 
tion of the benefits conferred by the 
award, no fuither demand for wages or 
fringe benefits would be raised during the 
period of the currency of the agreement. 

Before coming to the merits of the case, 
it has to be mentioned that the timing of 
the strike was rather odd. When the 
strike was called, there was a (political) 
power vacuum. The controversial Chief 
Minister of Maharashtra, Mr A.R. 
Aniulay had just resigned following 
Mr Justice Lentm's historic verdict in the 
cement scandal case and the search for a 
successor was on. Earlier a high-power 
committee had been constituted by Mr 
Antulay to go into the whole issue. 

Inflationary Situation 

Reports suggest that at least some mem¬ 
bers of the committee were agreed that a 
wage rise was necessary because of the un¬ 
precedented inflationary situation. It was 
the constitution of this committee that 
made Di Samant accept the Chief Minis¬ 
ters appeal to defer his strike threat. 
Apail from heeding to this appeal. Dr 
Samant was also trying to meet the Prime 
Minister and present her with a memo¬ 
randum explaining his union’s case. All 
this was rather uncharacteristic of the 
image of ‘militanecy' that Dr Samant has 
built up. 

There is, therefore, reason to believe 
that but for Ihe fall of the Antulay rainis- 
tiy, the strike perhaps would not have 
taken place at the time it did though the 
general impression has been given that 
lhc workers who were restive all along, 
forced Dr Samant’s hand. But it must 
also be mentioned that the power crisis 
precipitated by the Maharashtra subordi¬ 
nate engineers posed a dilemma to Dr 
Samant. if the strike call had been given 4 
during this period, his image would have 
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have suited the millowners more. 

The millowners’ stand is that the in¬ 
dustry has been passing through an un¬ 
precedented financial crisis due to steep 
rise in cost synchronising with precipitous 
fall in demand for textiles. The power 
crisis had worsened the position. There 
is also some further sophistication in the 
argument. The industry’s capacity to pay, 
it is made to appear, is not the basic 
issue. The profits of the industry, it is 
contended, cannot be the criterion for 
determining the wages, the standard that 
Dr Datta Samant apparently employs. 

Consumer’s Capacity 

On the contrary, mill managements ar¬ 
gue that the wages determined to be paid 
should emerge out of the value of the 
goods and services produced. This means 
that the consumer’s capacity to buy deter¬ 
mines the industry’s capacity to pay, But 
the definition of the ‘consumer’ is itself 
a matter of conjecture. Obviously the 
bottom 40 per cent of the country’s popu¬ 
lation cannot be considered the “repre¬ 
sentative consumer,” as far as the textile 
industry is concerned. Of the indus¬ 
try’s total production of 10,6C00 million 
metres of cloth annually, the top 30 per 
cent of the population consume 6000 
million metres and obviously constitute 
the “representative consumer”. The ques¬ 
tion is whether only hike in wages to be 
passed on to the consumer will affect 
greatly the purchasing capacity of this 
section of the population. 


jriiy of wotm*. It is, of course, open to 
Dr Samant to make an application to the 
Labour Commissioner expressing his pre¬ 
paredness to prove that he enjoyes the 
support of the majority of textile workers. 
Subsequent to his application if necessary 
by a secret ballot, he has to prove his 
claim to have a majority. In any case it 
will be hardly proper to say that the 
success of the strike so far necessarily 
proves that Dr Samant enjoys the sup¬ 
port of the majority of workers. Fears of 
assault and intimidation among workers 
opposed to Dr Samant cannot be ruled 
out. Since the procedure under the Bom¬ 
bay Industrial Relations Act is cumber¬ 
some for assessing a union’s strength for 
recognition—this may take an unconscion¬ 
able long time—a secret ballot following 
a Government directive may become 
necessary. Whether the State Govern¬ 
ment would be amenable to this proce¬ 
dure is debatable. The future is, there¬ 
fore, full of imponderabes. How the 
strike would be ended is anybody’s guess. 
In the meantime the industry, which is 
already facing a demand recession with 
stocks of cloth piling up, is losing Rs 2.50 
crores a day. Since Bombay’s mills meet 
70 per cent of the exports, the indefinite 
strike can also disrupt the export effort 
which already is facing an uphill task. 


lndo-US 

Collaboration 


Apart from the rights and wrongs of 
the issue, the question is how to end the 
strike and bring about a settlement. Here 
the State Government, the mill manage¬ 
ments and the unions appear to be faced 
with a peculiar dilemma. While under 
the Bombay Industrial Relations Act, 
negotiations can only take place with the 
official union—the RMMS in ths case the 
union itself now seems to hive demons¬ 
trably lost its hold on the textile wor¬ 
kers. The utility of a >y talks wiih it is. 
therefore, questionable. The real issue 
now seems to be to find out which is the 
union that is representative of the wor¬ 
kers. Some procedure has to be laid for 
determining whether the RMMS or Datta 
Samant’s union now commands the majo- 


Nor wl tiistan ni n< n tiii- improvement in 
the investment climate in India during 
the last two years, it remains to be seen 
how far the.US investors will be able to 
take advantage of the situation in the 
near future. Besides the lndo-American 
relations being under pressure owing to 
the massive induction of sophisticated 
US armaments into Pakistan and the 
further irritation caused by the accom¬ 
modation provided a few days ago by the 
Reagan administration to the main pro¬ 
tagonist of the Khalistan movement, the 
major factor hampering US investments 
abroad currently, as the leader of the US 
delegation to the Indo-US Business 
Council meeting held here last week, Mr 
Oriville L. Freeman stressed, is that the 


T - ' 

US companies are not aggressively look¬ 
ing outwards because of the high domes¬ 
tic interest rates and the erosion in pro* 
fitability caused by the deepening reces¬ 
sion. Mr Freeman has also expressed 
the view that there is need for India, 
providing further inducements to the 
private US investors. He felt that not 
only the general rules and regulations con* 
cerning industrial activity had to be im¬ 
proved further and made more flexible 
but also the Foreign Exchange Regulation •; 
Act had to be repealed. Adequate pro- ! 
tection to intellectual property rights) 
too needed to be provided. This was)-? 
necessary if the flow of high technology^ 
which India needed at present had to b$ ■ 
enlarged. The conclusion of a bilateral! 
tax treaty between lnd'a and the US, thfl$ 
joint business council felt, could be a fur* •' 
ther positive inducement for US m-;j 
vestors. £ 

Third Country Projects 

The meeting, of course, considered th$1 
prospects of big engineering firms] 
from India and the US collaborating 
in undertaking projects in third counts 
tries, particularly in West Asia, very] 
bright. The representatives of these con^i 
cerns are expected to meet in the US in' 
about six months to chalk out a pro-) 
gramme for collaboration. To begin withal 
construction activity has been identified! 
as the most promising area. 

A joint task force is proposed to be 
set up to make an annual assessment of 
Indo-US collaboration with a view t<# 
presenting its positive aspects and sug* 
gesting further measures to inculcate in* 
terest in more US firms in India’s indus-) 
trial development. This task force will* 
also explore the ways in which joint cofe 
laboration in research and developments) 
can be accomplished. It will prepare 
report for consideration at the next meet*] 
mg of the council. 

The President of the Federation of 
Indian Chambers of Commerce and Indus* ; 
try, Mr Arvind Lalbhai, and Dr Bharat 
Ram, Chairman of the Indian section of 
the Council, pertinently brought to the :^ 
notice of the US delegation the nop- - 
inclusion of India in the list of 10 coun-;! 
tries compiled by the US Agency for In- 1 ! 
ternational Development for the grant 
of credits. In regard to trade, it was 
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^pointed out that the US Scheme of Gene* 
R ralised Preferences was not relevant for 
, many of India’s export products due to 
* the competitive need criteria. The major 
export items concerned included jute, 
leather manufactures including footwear 
articles, coir floor coverings, glass and 
some engineering items. It was felt that 
the new multiple fibre arrangement con¬ 
cluded in December would help promote 
; India’s exports of textiles. Bui it was em¬ 
phasised that the basic concepts of the ar¬ 
rangement including fixation of base quota 
levels, growth rates and flexibilities and 
exempt status for handlooms and cottage 
industries products ought to be adquatc- 
ly taken care of m the ludo-US bilateral 
agreement. 

The US delegation agreed to follow up 
the above concerns with the US Govern¬ 
ment, which, it stressed, was committed 
to free and fair trade. It, however, alert¬ 
ed the Indian delegation to the likely 
changes in the US trade policies with an 
emphasis on negotiation to remove restric¬ 
tive trade service^ and investment prac¬ 
tices. The US Government, it pointed 
out, was developing a strategy along 
these lines for the coming GATT minis¬ 
terial meetings. 

The US delegation as well emphasised 
that India as the leading spokesman for 
the developing world and the US as the 
leading spokesman for the developed 
world had a major role to play in follow¬ 
ing the Cancun summit deliberations. 
Both India and the US should develop a 
format to encourage the flow of techno¬ 
logy and investment by the private sector 
to developing countries and to encourage 
resource transfer necessary for infrastruc¬ 
ture development. 


East India ai d West 
Germany 


Tm lM#o-Geimun Chamber of Com¬ 
merce which has now completed a 
quaitcr century of its existence has been 
doing commendable work for promoting 
trade and economic cooperation between 
the two countries. But its efforts to 
develop closer ties between West 
Germany and the 1.astern Region of India 




appreciated. On February 5, the Cham¬ 
ber organised a meeting in Calcutta 
specifically to create interest among 
businessmen in the forthcoming Hanover 
Fair w'hich has been described as ‘‘the 
largest industrial fair in the world”. 
The Vice-Chairman of the Chamber's 
Eastern Region Council, Mr Helmut 
Ludwig, said that last year more than 
5500 companies from all over the world 
participated in the Hanover Fair as 
exhibitors and that over half a million 
visitors came to sec it. The Regional 
Secretary of the Chamber, Mr T.L 
Lange, revealed that between 1975 and 
1979 as many as 1327 Indian companies 
participated in 102 German fairs. In 
1980, about 200 [ndian companies took 
part in seven German fairs. It’s encourag¬ 
ing to find lhai more businessmen from 
the Eastern Region have been taking a 
keen interest in developing trade and 
industrial collaboration with West 


R. J. Venkateswaran writes 
from Calcutta 


Germany by participating in fairs and by 
other means. 

Some of the notable instances of Indo- 
Gcrman collaboration in the Eastern 
Region have been the steel plant and the 
fertiliser unit in Rourkela, Telco's com¬ 
mercial vehicle factory in Jamshedpur, 
Garden Reach Workshops’ Engine 
Building Plant in Ranchi, Utkal Machi¬ 
nery Ltd, and Otto India. What is even 
more significant is the optimism ex¬ 
pressed by the Chamber in the possi¬ 
bilities of further scope for collaboration 
in various fields. The Chamber has 
observed that the many large industrial 
projects that are being planned in the 
Eastern Region, such as the steel pJanl at 
Paradecp, the National Aluminium Com¬ 
pany's alumina and aluminium complex 
in Talcher, the petro-chemica! complex 
inHaldiaand several other plants will 
provide large opportunities for German 
involvement. 

On the occasion of the silver jubilee 
celebration of the Chamber held in 
Calcutta in December 1981, Mr Ashoke 
Bir, the Chairman of the Chamber's 


“despite views to the contrary,' we in 
the east firmly believe that, far from 
being a region in decline, having already 
gone through a most difficult decade in 
the Seventies, we are emerging as tem¬ 
pered, resilient and more determined 
people, with greater capabilities in facing 
a difficult future”. He pointed out that 
with 80 per cent of the national output 
of coal and iron ore, almost 100 per cent 
of coking coal, over 35 per cent of 
manganese, and 90 p:r cent of steel, 
this region could look forward to a 
better future. At a time when so much 
pessimism is expressed about this region’s 
economic outlook, it is indeed hearten¬ 
ing to note that the Chamber is talking 
about the bright prospects that lie ahead. 

Large Market 

Apart from the large scope for indus¬ 
trial collaboration, West Germany 
provides a market for many products of 
the Eastern Region, such as tea, jute 
manufactures, and engineering goods. 
Tea exports to West Germany have been 
of the* order ofRs!7 crorcs per year 
but it should be possible to step up 
exports substantially by encouraging its 
consumption. The unit value per kg 
paid by West Germany has been among 
the highest and its support to Darjeeling 
flavoury tea has been of great help to 
the producers. West Germany’s imports 
of jute goods have not been substantial 
and they are confined mainly to hessian. 
It is however worthwhile to promote the 
exports of other items like jute yarn 
and carpet backing. It is estimated 
that West Germany’s utilisation of jute 
constitutes only one per cent of the total 
tufted carpet production. India’s ex¬ 
ports of engineering goods to West 
Germany increased from Rs 1025.06 
lakhs in 1974-75 to Rs 2384.11 lakhs in 
1979-80. According to the Association 
of Indian Engineering Industry, “the 
share of India in Germany’s total im¬ 
ports is less than one per cent and even 
with its steadily increasingly trend, it is 
unlikely that the Indian engineering 
industry’s share in German imports 
would register any significant increase”. 
But there is no reason why India’s en¬ 
gineering exports cannot be raised to 
far higher levels by concentrating on 
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breasting'demand m that country. 

Indo^German collaborations are 
concentrated in the Bombay/Poona 
region. About 36 per cent of the 
collaborations are located here compared 
to 14 per cent in Calcutta, 11.75 in New 
Delhi and 6.7 per cent each in Bangalore 
and Madras. Of the 121 I ndo German 
joint ventures m operation, 41 per cent 
are situated in Bombay/Poona, 13 per 
cent in New Delhi, 10.7 per cent in 
Calcutta, 7.4 per cent in Bangalore and 
6.6 per cent in Madras. In the coming 
months, more collaborations and joint 
ventures may be expected to come up in 
the Eastern Region. It is interesting to 
find that the Indo-German Chamber's 
membership from the Eastern Region has 
increased rapidly from 97 in 1972 to 350 
in 1981. 


Planning in Bihar 


Bihar’s annual Plan outlay for 1982-83 
has been fixed at Rs 660 crorcs com¬ 
pared to Rs 560 crores in tlu current 
year. The Chief Minister, Dr Jagannath 
Mishra, has said that the next year’s 
plan has provided greater emphasis on 
the development of agriculture, water 
supply and power development and he 
has assured that steps are being taken 
to implement it more effectively. This, 
however, will not be easy in view of the 
Government's inability to evoke the 
wholehearted support of its employees at 
various levels. The fact that the Bureau of 
Public Enterprises has severely indicted 
Bihar Government recently for the 
inefficiency and corruption in its under¬ 
takings shows to what extent the ad¬ 
ministration has became lax. The State 
electricity board and the State road 
transport corporation together are 
estimated to have incurred an accumu¬ 
lated loss of Rs 184.54 crores. There 
are, of course, many other States where 
the working of the Government under¬ 
takings has been highly unsatisfactory. 
But this is no reason why Dr Jagannath 
Mishra and his Cabinet should not make 
more serious efforts to tone up the 
administration without which the annual 


^jjificSbig It may bom size, will 
not produce the desired results. 

The supply of power is going to be 
augmented during the next year’s plan 
by completing more projects. The addi¬ 
tional installed capacity by the end of 
the next financial year will be about 220 
MW, including 110 MW from Patratu’s 
ninth unit which is expected to be com¬ 
missioned in March 1983. It b also 
proposed to electrify 4440 villages in 
1982-83 against 1780 in the current year. 
But how far will the Government be able 
to ensure regular and adequate supply 
of power to industries, especially in the 
small-scale sector? 

The Government has announced its 
decision to give a higher rate of subsidy 
on the purchase and installation of 
captive diesel generating sets. The sub¬ 
sidy will be at the rate of 30 per cent for 
units with capital investment upto 
Rs 10 lakhs. 25 per cent to those with 
investment between Rs 10 lakhs to Rs 20 
lakhs, and 20 per cent to all those with 
investment of above Rs 20 lakhs. The 
maximum amount of subsidy has been 
fixed at Rs 5 lakhs and the Government 
has said that ‘This will go a long way to 
help the industrial units to surmount the 
energy crisis”. 

Rebate on Power 

The Government has also offered 
rebates on electricity tariffs to the large 
and medium industries and to those 
in the small and tiny sector. But these 
incentives and facilities will be only 
of limited use to industries. The Govern¬ 
ment should be able to assure them 
of sufficient power on a long-term basis 
so as to create confidence in them. 

The Director of Industries, Bihar, 
recently gave wide publicity to what he 
described as “the boosters for industrial 
growth in Bihar”. He referred to the 
various incentives such as the subsidy 
given for preparing project reports, 
capital investment subsidy,availability of 
land in industrial estates, revolving fund 
for building materials, financial assistance 
to the small-scale and tiny units, and 
sales tax relief. To those who are planning 
their industiies in Bihar, the Director 
said, “Golden opportunity awaits you”. 

But what really is the industrial 
situation in Bihar at present? The 
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of the Bihair Small Scale Indus¬ 
tries Association, Mt R.N. Chaubc, dis¬ 
closed a few days ago that about 20,000 
small-scale industrial units were sick and 
that 6000 were facing closure. He 
referred to the indifferent attitude of the 
Slate Government, the procedural de¬ 
lays, the severe power shortage, and the 
defective system of distributing raw 
materials, and pointed out that these 
were among the major impediments to 
industrial development. Ele also said 
that the small entrepreneurs would soon 
launch a state-wide agitation to prot£$$ 
against the Government’s inacti$j$. 
Dr Mishra should find out to what extfgt 
these allegations are true and take fp* 
propriato measures to enable industry 
of all categories to flourish. 

It is equally important to give great®! 
attention to the development of agtffc 
culture. The production of food croffe 
and commercial crops should be sui& 
tantially increased. The major, mediiwc 
and minor irrigation schemes should b 
carried out according to schedule. TfB 
Government should also accelerate tfck 
expansion of infrastructure facilili&i 
especially in respect of road transport 
The Deputy Chairman of the Planish^ 
Commission, Mr S.B. Chavan, hat 
offered some specific suggestions tt 
Dr Mishra to enable him to reach the 
Plan's targets. The Chief Ministej 
should take special interest in the prp 
gress of the Plan and see to it that ii 
implementation brings about all-rott®C 
improvement of the State. 

-..— . .. . ■■■ 1 . . ■iw iu i j y in 

Orissa Waits for : 
Winter Rains 


Jn rloni* months the Orissa Govern 
ment has been giving extensive publicly 
to the fiscal incentives and other facift 
ties available in the State for setting hjj 
new industries and for expanding t| 
existing units. The Chief Minister, 

J. B. Patnaik, has been taking a specjjj 
interest in promoting industrial in* 
ment. In last December, he met 
executives of the Federation oflnd^r 
Chambers of Commerce and Industry;:^ 
Calcutta and sought their active coop$j|$t,' 


FEBRUARY 12 , 19 $ 



ffthis 


J&T*’ r " ' •• •’ '' ■' ■::"< ?* 

jjtfdnln his efforts to fltolmte'OrifftY 
Industrial development. The publicity 
mpaign launched by the State Govern¬ 
ment had created an impression that 
conditions in Orissa were quite favour¬ 
able for massive investment and that such 
If infrastructural deficiencies as continued 
to persist would be removed as speedily 
as possible. 

Investment Climate Affected 

But the decision of the State Govern- 
f ment to resort to drastic power cuts has 
inflected the climate for investment at 
for the time being. On January 28 
year, the Government announced 
fjthat owing to the deterioration in the 
[^generating capacity of the State Electri- 
feity Board, caused by the late winter 
grains and the low water levels in Mach- 
jlkund and Balimela reservoirs, it had 
iJbccoinc necessary to impose a 60 per 
Jypent cut in power supply from February 
In last November a 30 per cent cut 
Ijbad been enforced on 11 major indus¬ 
tries. Now about 22 such industries have 
j$peen subjected to more severe restric¬ 
tion on the supply of power- These 
^fleeted include the Rourkela Steel Plant, 
$he aluminium, fertiliser, cement, ferro- 
ngancse, paper and a few other in- 
ustries. Besides, some other industries 
ve been directed to cut their consurnp- 
»n by 30 per cent. Exemption has been 
iven to domestic consumers as well as 
pr irrigation and certain public utilities. 

I| But the fact remains that the Govern¬ 
ment has created considerable uncer¬ 
tainty about the availability of power, 
jjjrithout which it is extremely difficult 
fjfcr industries and entrepreneurs to 
fjlan their projects with confidence, 
fjatly in February a delegation from the 
jlrissa Government rushed to Hyderabad 
jj) secure additional power from Andhra 
jjradesh. But even with this assistance, 
>j|ris$a will continue to face a critical 
jAuation in regard to power supply for 
lie next few months. 

; 

j; Mr Patnaik recently disclosed that 58 
Industrial units with an investment of 
;|!$ 200 crores were under implementa¬ 
tion and that another 200 units involving 
Stl investment ofRs 800 crores had been 
Identified. But the Chief Minister should 


not' remain 
encouraging response he seems to have 
got from industrialists from other States 
for starting new industries in Onssa. There 
is always a considerable time-lag between 
the conception of industrial projects and 
their actual implementation. Most of the 
investment proposals received from en¬ 
trepreneurs are at present in their prelimi¬ 
nary stages. In order to keep up their 
enthusiasm, the State Government should 
allay all anxiety about the availability of 
power not only in the near future but 
over a period of years. Such an assu¬ 
rance is essential also to encourage more 
Central investment in Orissa. 

Orissa's Annual Plan for 1982-83 will 
have an outlay of Rs 300 crores against 
Rs 275 crores for the current year. The 
State Government has expressed its in- 
tention to complete the on-going power 
schemes in 1982-83 and generate an ad¬ 
ditional 220 MW. The implementation 
of the Plan will depend largely on the 


able to complete the power projects ba 
schedule. 

In recent years industrial development 
in the Eastern Region has been virtually 
stagnant as compared to other re¬ 
gions. And within the Eastern Region* 
Orissa has been more backward than 
Bihar and West Bengal. Some idea of 
this situation can be had from the fact 
that the amount of soft loans sanctioned 
by the IDBI, IFCI and ICICI upto the 
end of June 1979 was only Rs 1.25 crores 
in Orissa compared to Rs 7.03 crores 
in Bihar and Rs 48.55 crores in West 
Bengal. The figures for Maharashtra 
were Rs 63.09 crores, for Gujarat Rs 58.83 
crores and for Tamil Nadu Rs 71.53 
ci ores. Orissa thus has to go a long way 
to catch up with the other Slates. 
The Government of Orissa therefore has 
to give greater attention to augment the 
supply of power so that its immense na¬ 
tural resources are effectively utilised to 
promote people’s prosperity. 
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The President as Showman 

V. Balasubramanian 


On January 26, the last day of the 
first week of the second year of his 
presidency, Ronald Reagan tried to 
entertain Congress in person and the 
rest of his countrymen on the national 
TV networks—with his version of the 
annual presidential Slate of the Union 
message. The performance was part 
show business and part talk show. For 
the show business, he chose as his main 
prop a 28-year old man, a class IV 
employee in a Federal Government office 
in the capital, who, last month, had 
literally swum into national fame when, 
regardless of the hazard, he plunged 
into the icy waters of the Potomac river 
to save a drowning woman, one of the 
few survivors of a plane crash in the 
vicinity of Washington’s National Air¬ 
port. Lenny Skutnik himself had been 
resolutely resisting the blandishments 
of the media to act big, or act big, but 
even he was no match for While House 
wiles. 


Obtruding Irony 

Along with his wife, Skutnik was 
made to sit beside the First Lady when 
the President delivered his address to a 
joint session of Congress. At a carefully 
picked point in his speech, Reagan 
turned to him and praised him for the 
heroism or other virtues of his act in 
words that almost suggested that it was 
Reagan’s economic and other plans for 
an American “renewal” that were the 
true inspiration for ordinary people do¬ 
ing extraordinary things. The obtruding 
irony of it all of course is that Skutnik 
may well be losing his pr sent job and 
then finding it difficult to get another 
should the President continue with his 
programme of cutting Government 
spending while unemployment, now close 
to nine per cent, rises by another one 
per cent, which even Treasury Secretary 
Donald Regan concedes as a probabi¬ 
lity between now and a “roaring re¬ 
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covery from recession” which the 
administration expects for the spring of 
this year. It is not only poets who are 
inclined to be romantic about the 
seasons. 

The talk show came when the President 
pulled out of his metaphorical hat a 
rabbit which belonged, apparently to 
the same warren from which had come 
the celebrated rodent which had Alice 


Small Talk from 
Washington 


down the hole in the ground to the 
Wonderland of the Red Queen, Humpty 
Dumpty, the Mad Hatter’s Tea Party, 
the Cheshire Cat and all the rest of it. 
Claiming that the most pressing need of 
all Americans is to render unto the 
States that which is the States’, Reagan 
sounded the clarion call for a “new 
Federalism” for the devolution of fede¬ 
ral responsibilities and functions over a 
large area of social programmes to the 
States along with a transfer of resources 
to the latter. Whatever may be the 
merits of pushing back the functioning 
of Government in the broad sense to the 
needs and perceptions of the governed 
at the grass-roots, whether as a political 
philosophy or as the art of administra¬ 
tion, the timing of the proposal, in 
conjunction with the ideological back¬ 
ground of its proponent, must necessari¬ 
ly make its motives suspect. This exactly 
is what seems to be happening now. 

For the many millions of Americans, 
who have cither already lost jobs or are 
fearful of losing them, or, indeed, the 
board rooms of depressed trades or 
industries, whether it is construction, 
auto, steel, transport or any of the many 
others, what really seems to matter here 
and now is that the recession should not 
last much longer, or hurt production, 
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sales or employment farther than it has.; 
These people had clearly expected that 
President to come forward with proposal^, 
for dealing with immediate problems*;! 
not with a highly personalised vision off 
the ideal State. Consequently, even if;;: 
they could put their trust in his concept; 
of a progressively diminishing role ftsrfj 
the Federal Government, a vast majority?? 
of them cannot share his enthusiasm^ 
for his priorities which seem to exclude;! 
such current strains or dilficulties as! 
growth of unemployment, high or voIa4 
tile interest rales and an absence Off 
evidence that, although the rate of ia-fi 
flation has come down, the inflationary?; 
expectations of businessmen, the finan^f 
ciai community or the public hav$j| 
cooled. ?:? 


Skirting Issues | 

The general mood, on the morning 
after Reagan’s first State of the UniolF 
address, then, was that he had naefelj$$ 
attempted to talk his way around issued? 
on which he is not in a position to traded 
arguments with his political opponent^; 
or other critics or reassure sceptics within^ 
his own ranks about the viability of hji| 
economic programme. Even his ad* * 


versarics, however, respect the streng 




of his conviction that stepping up taxation^ 
would only be encouragement offered 
Government spending going up but evea| f 
his supporters arc finding it difficult 
justify his not offering effective proposal^! 
for countering the emerging tren<fe 
towards hundred-billion dollar deficits^ 
during all the years and beyond of hisj 
term, while claiming that he is perseve 
ing in his basic purpose of reducing 
growth of Government expenditure. 

The Democratic leadership, naturally! 
is exploiting the Republican President^ 
difficulties with the public or problem^ 
with his own partymen. It is arguing- 
that what Reagan has actually beet^j 
attempting to do is not to cut the sizi 1 
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or the spending of thi doveriuitlcnt as 
such but only to cut deeply into entitle¬ 
ment and other social programmes and 
that he is pushing up Defence expendi¬ 
ture in an open-ended commitment to 
the Pentagon, while surrendering tax 
revenue to benefit the rich or the politi¬ 
cally powerful lobbies in business or 
farming. Simultaneously the Presi¬ 
dent is ruefully discovering that his 
“new federalism” is being dismissed 
across the nation as a diversionary 
manoeuvre. 


." T , **'. , r. 

scotch notions of a transfer of rfcsouifS- 
from the industrial to the developing 
economies through increassd aid flows, 
higher levels of concessional lending by 
multilateral institutions or special price 
support or other trading arrangements 
for the primary or non-traditional ex¬ 
ports of Third World countries. The 
Americans, supported by quite a few 
West European or other industrial eco¬ 
nomies, are taking the stand that they 
would not only oppose proposals for 
shifting the agenda on development 




allocation of IDA credits for Pt 1982, 
in the light of the diminution in its fund¬ 
ing for the year from a programmed 
$4.1 billion to $2.6 billion. World Bank 
President Clausen has expressed guarded 
expectations of an IDA-VII being negoti¬ 
ated, presumably for the period beyond 
FY 1983. It is of course only too clear 
that, if IDA is to continue at all, it will 
be only in a version that is a distant 
cousin to the existing one. 


Jn these circumstances, what the 
President has to offer the nation in his 
budget message to Congress is bound 
to queer the pitch tor him and his 
party at a time when both are toiling 
to establish the Republican party firmly 
as the top dog in American political life. 
Meanwhile, however, the latest public 
opinion polls show that, given the 
chance, many more Americans would 
vote for a man who ha* been dead 
these forty years than the one who is 
now in the White House. On the 100th 
birth anniversary of Franklin Delano 
Roosevelt, a large majority of 
Americans, who had known him or who 
had only learnt about him from their 
elders choose him as the leader they 
would trust most to do what is right. 
Whether the current President of the 
United States, who is seen by many to 
be vandalising the social structures 
fvhich this former President had engi¬ 
neered for the greatest good of the 
greatest number, will yet draw the moral 
may be the most intriguing question for 
the rest of this year. 

IDA’s Funeral Baked 
Meats 

The iniormal conference of Third 
World developing countries, which India 
vill be hosting later this month, is stated 
o deliberate against a backdrop of 
fforts currently being made in the UN 
o rescue the concept of “global negoti- 
tions” on North-South issues from the 
leagan fa 11-out at Cancun. He has been 


issues to any UN forum for discussing new 
instruments of North-South economic 
cooperation, but they would support a 
larger role for the existing multilateral 
institutions such as the World Bank, the 
regional development banks and the IMF 
only in the degree in which they are able 
to refashion their functioning in line with 
their own economic philosophies or even 
political expediency. 

Counter Moves 

• The developing countiies, which are 
keen on the UN being seized of North- 
South issues, have recognised the need 
for finding a route around these stone¬ 
walling tactics adopted by the other side 
if a stalemate is to be avoided. They 
have therefore indicated that there could 
be agreement on a formula put forward 
by the industrial countries that proposals 
could be initiated in the UN and refer¬ 
red to the existing multilateral institutions 
for consideration for action. They are 
insisting, however, that the appropriate 
UN agency should reserve the right to 
review the recommendations or decisions 
of the multilateral development institu¬ 
tions and, where necessary, remit them 
to those institutions for further consider¬ 
ation along the lines of proposals advan¬ 
ced in the course of UN deliberations. 
The Reagan administration is reportedly 
not prepared to entertain this demand. 
It is resolved apparently, to resist any 
possible curtailment of the scope the US 
has to police action on North-South 
issues by restricting it to the maximum 
possible extent to the existing multilater¬ 
al institutions over which—as it has re¬ 
cently discovered- it is in a position to 
exercise vast and often decisive pressure. 


Reduced Budget 

The budget will be much smaller, per¬ 
haps not much more than half the 512 
billion anticipated for the three years of 
1DA-VI, against which the probable 
actuals may be about 89 billion. The 
coverage of course will also have to be 
correspondingly cut. The existing for¬ 
mula, even though not formally articulat¬ 
ed, responds positively to low income 
per capita, but this year a beginning 
has been made in the direction of quali¬ 
fying this correlation by introducing a 
negative response to the assumed ability 
of assisted countries to qualify for addi¬ 
tional assistance through regular World 
Bank loans and/or raise finance in the 
private capital markets at commercial 
rates of interest for meeting some part 
of these requirements. This trend may 
be expected to continue and influence 
rather aggressively the course of negoti¬ 
ations on an IDA-VU and its formula¬ 
tion. 

India has already felt sharply the im¬ 
pact of both the reduced funding of JDA- 
VI for FY 1982 and the revised pattern 
of inter-country allocations. Its share 
of IDA credits has been reduced from 40 
per cent of 100 (84.1 billion) to 35 per 
cent of 63 ($2.6 billion), making a rela¬ 
tive decline of 45 per cent from the origi¬ 
nal schedule. The process of easing out 
India is likely to proceed further in the 
next year of 1DA-VI and, if and when 
an IDA-VII is put together, India may 
be left with only token crumbs. In that 
case, the question whether China is also 
given some crumbs will be merely of 
academic interest to India. By then of 
course “the truly needy” among the low- 
income countries, for whose particular 


ipenly gloating that he has been able to Meanwhile, following the announce- benefit all this reshaping of IDA is sup- 
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■''pmsww wasttm#, mu w discover* 
ing that IDA is no longer what it has 
been. The credits will begin to carry 
interest charges and the repayment 
period will be shortened. They may also 
come to be tied to conditionality pro¬ 
visions or structural adjustment require¬ 
ments. These intimations of IDA mor¬ 
tality are signals which the Delhi confer¬ 
ence on Third World problems can hard¬ 
ly ignore. 


The First Lady’s 
China Connection 


President Hosni Mubarak of Egypt 
scored a “first” of sorts when he went 
to dine at the White House on 
February 3. A new set of dinncrwaic 
was brought into service for the first 
time. The 220 place settings of ivory 
china, with scarlet and 22-carat gold 
border and featuring the raised presi¬ 
dential seal of wide scarlet bands over¬ 
laid with a gold lattice design, was noted 
by the guest of honour as “elegant”. The 
First Lady’s fancy for expensive china, 
however, has been attracting popular or 
media reactions which have been much 
less complimentary. The new set of din- 
ncrwarc, costing $209,508 has been pillo¬ 
ried as a symbol of extravagance in the 
Reagan White House and a symptom of 
its insensitivity to the hardships of the 
poor in a period of recession brought 
about, as many believe, by the President's 
economic programme. In an attempt to 
mend Nancy Reagan’s flawed public re¬ 
lations, White House economists have 
been doing some sophisticated analysis 
to prove that the purchase of the contro¬ 
versial china is really a shrewd bargain 
for the White House which, after all, 
belongs to all Americans- -and not just 
the Reagans, indexed for inflation—and 
thanks partly to the commercial good 
sense of buying a larger lot so that the 
unit price is lower—the much-maligned 
Reagan china, they explain, is less expen¬ 
sive than similar procurements for White 
House-keeping on earlier occasions. In 
1934, when Roosevelt was President, 
1,722 pieces of dinnerwarc were bought 
for $9,301. In 1981 dollars, this came 
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Korean Recovery in 1981 

South Korea's recent cal met reshuffling may signal subtle changes in the 
country's economic policies . With real growth estimated at 7 per tent in 1981 , the 
economy did recover from the severe recession of 1980. However , the current- 
account deficit remains onerous — $4.7 billion last year—and although the inf la- 
tion rate was reduced to about 13 per cent last year from 28 per cent in 1980 , there 
is the danger of a reacceleration in inflation . Given the overriding concern about 
improving the balance of payments and price stability* the policy options of the 
new economic team are limited. A shift toward encouraging the private sector , 
I however , may be in the offing: The new cabinet has lifted direct controls on 
• bank credits , and appears ready to accept a gradual but realistic adjustment of the 
[ won s exchange rate. Interest rates have also been lowered. And measures have 
| been taken to increase low-cost export financing and to provide a fiscal stimulus 
| to housing. While these are not all necessarily “free-market" oriented , they 
I reflect the Government's desire to bolster business confidence* which was shatter¬ 
ed in part by the failed industry realignment effort early in the Chun regime . 


to $74,108, or only about $7 less per place 
setting than the Reagan china which, 
wifh its 4,372 pieces, has averaged $910 
per place setting. The Johnson White 
House in 1967 spent on its new china 
$80,028, or in 1981 dollars, $195,000, 
which was only 14,000 dollars less than 
what has been paid for the latest acquisi¬ 
tion. Above all, the taxpayer is not 
picking the tab this time. The purchase 
price has been donated by the Knapp 
Foundation, which is devoted to wild 
life conservation and cancer research. 
What dinner plates, or for that matter 
salad plates, however elegant, have got to 
do with cancer research is not immediately 
clear; irreverent Washingtonians,however, 
profess to see the linkage between wild life 
conservation and this particular use of the 
Foundation’s tax-exempt disbursements. 


Optimism on US 
Inflation __ 

The rati: of inflation in the United States 
moved back down into single digits in 
1981. For the year, the Consumer Pi ice 

Index (CPI) slowed to under 9 per cent. 

down significantly from more than 12 per 
cent in 1980 and over 13 percent in 1979. 
The outlook for 1982 suggests continued 
progress, with the CPI forecast to rise 
less than 7 per cent. And prospects for 
1982 arc possibily even better. 
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The recent improvement in inflation^ 
as well as increased optimism about th^ 
future, has come about largely because 
of a reversal in the forces underlying the 
double-digit inflation rates of 1979 ati$ 
1980. Excessive fiscal and monetary sti¬ 
mulus in earlier years exerted much of 
the upward price pressure. And the sef 
cond oil price shock—touched off by 
the Iranian Revolution in 1979- -combi 
ned with the dollar’s rapid decline on thfi 
foreign-exchange markets in the lat<$ 
1970s, added further to lhe inflationary 
stress. 

Generally more restrictive Federal Re*: 
serve policy over the past two years ha| r 
laid the groundwork for a sustained dece| 
leration of inflation in 1982. The changj^ 
in the Fed's operating strategy inOcto* 
ber 1979 resulted in lower average growth 
in the money supply. Growth in M$, 
(formerly M r B) slowed from 7\ per cefft; 
in 1979 to per cent in 1980 and 5 per¬ 
cent in 1981. In addition, the rate of 
increase of Federal expenditures is nom. 
decelerating markedly. World oil pricei j 
have been lelaiivcly stable and are likely* 
to remain so for at least this year. WealtM 
domestic demand has held down thcjf'tf 
prices of final petroleum products eve#i | 
more. Furthermore, the foreign-exchanger 
value of the dollar has strengthened sigfe 
nificantly. ■!’ 

Perhaps most important to future pric£* 
prospects, however, is that falling actual 
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(inflation is helping to lower expectations 
ifcbout future inflation. Although the 
skepticism of many financial-market parti¬ 
cipants about the Ted’s ability to 
Adhere to its policy of lowering money 
growth is currently keeping real intc r cst 
rates high, other market participants 
are adjusting their expectations more 
quickly. Farmers and other commodity 
producers, for example, are being forced 
to accept outright price declines because 
of weak final demand and high real carry¬ 
ing costs. 

And in the labour market, evidence of 
a willingness to accept smaller wage in¬ 
creases -particularly in the non-unio- 
nised sectors is becoming more pre¬ 
valent. The hourly earnings index grew 
at an annual rate of about 8 per cent in 
December, down from 10 per cent in 
early 1981. Moreover, the fact that some 
of the large unions arc bargaining this 
year in an environment of slowing infla¬ 
tion and hi eh if not rising- unemploy¬ 
ment would suggest that average wage 
gains may narrow even more. This should 
case unemployment, and give the l ed 
a bit of political breathing room, improv¬ 
ing the likelihood of its staying with a 
disinflationary policy. 

Source : International Finance 


How Japan Coped with 
Second Oil Shock 


Fiscal 1980 was the year in which the 
Japanese economy surmounted the second 
oil crisis. Japan improved its current 
account balance and restored calm to 
soaring commodity prices. It also conti¬ 
nued to recover from economic stagna¬ 
tion. Although, business recovery was 
slow, the economy began moving for¬ 
ward. 

In fiscal 1980, the Japanese economy 
was characterised by the following featu¬ 
res. First, the effects of the second oil 
crisis lasting from the end of fiscal 1978 
to 1980 were considerable. The deterio¬ 
ration of trade terms following the drop 
in the yen exchange rate and the rise in 
oil prices caused a decline in the growth 

f 

EASTERN ECONOMIST 


of real income and a wide gap ' 

real income and economic growth. The 
rise in oil prices restrained the growth of 
real purchasing power in the Japanese 
domestic economy. 

Second, despite these problems, the 
Japanese economy still managed to per¬ 
form relatively well. Compared with other 
advanced nations, the dilemma posed by 
the worsening international balance of 
payments, commodity prices, and business 
conditions was less severe in Japan. It 
was also less severe than the crisis follow¬ 
ing the first oil shock. 

Enviable Recession 

One leading overseas newspaper called 
the current state of the Japanese economy 
an "enviable recession.” From the point 
of view of overseas intellectuals, Japan's 
recession hardly deserved to be called a 
receesion at all. The current account 
balance (after seasonal adjustment of trade 
balance) improved significantly from the 
US #4,975 million deficit in the January- 
March period of 1980 to the US #2,028 
million surplus in the April-Junc period 
of 1981. 

Wholesale prices increased 22.0 per 
cent in the April-June period of 1980 
compared with the same period of the 
previous year. Consumer prices rose 8 
per cent in the April-June and July-Sep- 
tember periods. In the April-Junc period 
of 1981, however, wholesale prices remai¬ 
ned at almost the same level as the pre¬ 
vious year while consumer prices rose 
only 5.3 per cent. These were the lowest 
increase among all the advanced nations. 
Considering the high degree of dependence 
on imported oil, the rise in oil prices 
could have resulted in a worse balance ol‘ 
payments situation and serious wholesale 
price increases. After the second oil crisis, 
however, Japan was quick to recover. 

The real questions arc why commodity 
price increases were less severe than dur¬ 
ing the first oil crisis and why the down¬ 
turn in business was so slight ? Five fac¬ 
tors are significant. First, in 1979 and 
1980 there was no increased wage-cost 
pressure and labour's relative share was 
stable This averted the vicious circle of 
soaring oil prices—imported inflation— 
home-made inflation. 

Second, stable wage costs encouraged 
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the technical revolutions in energy saving, 
electronics and other fields. 


Third, the Government moved in quickly 
with appropriate policies, emphasising 
price stability. To control prices, it had 
already decided in February 1979 on what 
it called the "first overall price measures’' 
for monitoring consumer commodity sup¬ 
ply and demand and price trends, and to 
ensure stable supplies. By the end of 
January, the Government had initiated a 
second round of price policies. By March, 
it had decided upon a seven-point price 
policy for use as an economic manage¬ 
ment indicator. In September 1980 and 
March 1981, the Government had decided 
upon overall economic measures for the 
stabilisation of prices and the maintenance 
and expansion of business along with 
trends in price stabilisation and business 
recovery. 

Fourth, the market functioned very 
well in Japan. It is essential that prices, 
wages, and inleicst rates adapt gradually 
to changes in supply and demand—on the 
product market, the labour market 
and the financial market. The role played 
by the market in adjusting to those char¬ 
ges after the second oil crisis was substan¬ 
tial. 

Changed Attitude 

Fifth, there were changes in the public’s 
attitude toward inflation, i.e, their infla¬ 
tion expectations. During Lire second oil 
crisis, inflation expectations were not high 
because of the high stability of prices and 
business prior to the crisis and the strong 
stance taken by the Government on price 
stability. In particular the emphasis on 
stability of the money supply was impor¬ 
tant. In addition to these factors, people 
had learned from the first oil crisis. The 
public maintained a calm attitude toward 
inflation, which contributed to the good 
performance of prices, business, and other 
aspects of the economy. 

The price of crude oil (customs-clear¬ 
ance basis) rose from US S13.8 per barrel 
in 1978 to US sS33.0 p^r birrel in 1980. 
This meant Japan’s crude oil imports cost 
(customs-clearance basis) approximately 
US #2.9 billion more than 1978 (approxi¬ 
mately 2.9 per cent of GNP). 

Due to the increased payments for crude 
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theyen up until the end of 1978, tbe cur* 
rent account balance deteriorated seriously 
in fiscal 1979 and 1980. Japan recorded 
large deficits of US $13.9 billion and US 
$7.0 billion on its current account in 
those two years, respectively. The situa¬ 
tion, however, has been improving since 
the start of fiscal 1981. 

The reductions in the current account 
deficits are due to the continued strong 
growth of exports, on the one hand, and 
the slower growth of imports on the other, 
resulting in an improvad trade balance. 
The growth of nominal exports (dollar 
base, customs clearance figures) increased 
from 17.1 per cent in the January-March 
period of 1980 to 30.3 per cent in the 
January-March period of 1981. On the 
other hand, the growth of nominal im¬ 
ports declined from 41.8 per cent to 10.4 
per cent over the same period. 

On the long term capital balance, Japan 
recorded a deficit of US $16.4 billion in 
fiscal 1978 and US $8.4 billion in fiscal 

1979. In fiscal 1980, however, it recorded 
a surplus of approximately US $4.4 bil¬ 
lion. 

The main reason for this was the large 
increase in the surplus of foreign invest¬ 
ment in Japanese securities. In fiscal 1978 
Japan recorded a deficit of US $90.0 mil¬ 
lion. In fiscal 1979, this had changed to 
a surplus of US $4.6 billion. In fiscal 

1980, however, this rose in one stroke to 
a surplus of US $16,8 dillion. 

Inflow of Oil Money 

A breakdown of foreign investment in 
Japanese securities shows stocks and 
bonds acconnting for close to half of all 
investment. A considerable portion of 
the investment in stocks and bonds is 
reportedly from oil money. In addition, 
in the second half of fiscal 1980, there 
was an influx of capital from Western 
annuity funds and trust companies. 

The large increase in overseas invest¬ 
ment in Japanese securities basically 
reflects the relatively good performance 
of Japan in economic growth, prices, and 
the international balance of payments. 

Private plant and equipment invest- 
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Pakistan Delinks Rupee from Dollar 

As another indication of its resolve to turn the economy around , the government 
of Pakistan announced on January 1 that the rupee would no longer be pegged to 
the dollar . Instead the rupee's value would be linked to a trade-weighted basket 
of currencies of Pakistan's major trading partners. The. rupee had been fixed at a 
rate of 9.9 rupees per dollar since 1973. However, with the rupee pegged to the 
dollar , the strong appreciation of the dollar during I9XI resulted in a serious loss 
of competitiveness in Pakistani products. Pakistan's exports suffered as a result , 
increasing only 1 1.5 per cent in July and August from the level a year earlier 
compared with export growth <?/16.3 per cent for a comparable period in 1980. 
By adopting a basket policy Pakistan's monetary officials will be able to insulate 
the value of the rupee from further sharp changes in the dollar's value. The dollar 
will stilt remain the intervention currency but the central bank will set the rupee - 
dollar rate daily to achieve a desired behaviour oj the rupee against the basket , 
gh an the dollar's performance against other cuncrcics. 


> —- -- _ - - 

ment has made a strong comeback since 
the later half of 1978. In the subsequent 
business slowdown, it played a strong 
supportive role in the economy. Private 
plant and equipment investment (GNP 
basis, real) increased 10.0 per cent in 
fiscal 1979 compared with the previous 
year. In fiscal 1980, growth slowed down 
somewhat to 5.8 per cent, but investment 
generally has been strong. 

Just as important as the quantitative 
expansion in plant and equipment invest¬ 
ment is the content of recent plant and 
equipment investment. First, investments 
in energy saving and research and deve¬ 
lopment have increased. Second, invest¬ 
ment in rationalisation and labour sav¬ 
ing has continued strong. Third, invest¬ 
ment in increased capacity has also 
begun to rise. 

Accoiding to a survey of plant and 
equipment investment by the Japan 
Development Bank, the share of invest¬ 
ment in energy saving has increased from 
the 2.6 per cent in fiscal 1979 to 5.2 per 
cent in fiscal 1980. In terms of absolute 
value, investment in this area has increas¬ 
ed 2.5 times. 

The rate of investment in research and 
development has also increased from 7.8 
per cent in fiscal 1979 to 8.5 pei cent in 
fiscal 1980. Japan has made gains in ad¬ 
vanced technology recently and has real- 
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ised the importance of and developing its 
own technology. % 

Investment in rationalisation and 
streamlining has grown steadily since the 
late 1970’s along with the promotion of ^ 
'‘reduced weight management”. More 
specifically, in the first stage of “reduced 
weight management,” Japanese com¬ 
panies concentrated on reducing unneces- 
sary personnel. Investment in labour 
alternatives played a supplementary role. 
Recently, however, companies have been 
investing in labour saving technology 
first, so as to keep down the rise in wage 
costs. 

Wage decisions were made with some 
flexibility, so wage costs moved stably. 
This enabled companies to maintain high 
profit margins. The Quarterly Report an 
Corporate Statistics (Hojinkigyo Tokd 
Kiho) indicates that the relationship bet¬ 
ween wages (personnel costs per capita) 
and production (sales per capita) was as 
follows: The rise in wages in 1979 and 
1980 was stable and the rise in production 
continued to exceed that of wages. As a 
result, the ratio of personnel costs tp 
sales dropped shatply until the January- 
March period of 1980 has not risen that 
much since. Personnel costs account for 
a large proportion of fixed costs. Fot 
this reason alone, the wage-production 
relationship has contributed significantly 
to high sales profit margins. 

FEBRUARY 12, 1982 




% Point of View 

Central Direct Taxation : 

Dr. Anil Kumar Jain Administrative Problems 


Not only should dishonesty be condemned, attempts should be made 
to encourage honestiaxpayers. The tax authorties should see that 
avoidable irritatants and inconveniences to the income tax payee 
are obviated. Fiscal administration Is the sinews of the political 
system and revenues are the backbone of the nation’s prosperity. 
Unless collection machinery is efficient, tax evasion will increase and 
uncollected arrears mount. The author suggests various measures 
for improving the tax collection system and administrative processes 
and procedures- Dr Jain is Reader in Economics, Banaras Hindu 
University. 


In modern times, the objective of taxa¬ 
tion is not only raising of revenue for the 
state but also achieving a number of social 
and economic ends. Taxation has to mo¬ 
bilise resources for economic development 
and expansion of social services while 
stimultaneously maintaining the flow of 
savings and investment. This necessitates 
increased revenue from existing sources 
and constant search for new ones. 
Also called for is the building up of a 
professional cadre of administrators who 
can implement the tax system equitably 
and efficiently. In the absence of diligent 
administration, increased revenue results 
in multiplication of taxes, ineffective en¬ 
forcement of existing taxes and inequity 
among taxpayers. 

Purpose Defeated 

It is, therefore, desirable that tax 
administration receives adequate atten¬ 
tion if the goals of tax policy are to be 
attained. “An excellent and ideally just 
system, if incapable of enforcement, 
may lead not only to public irritation and 
ill-feeling, but even defeat its own aim." 1 
Effective administration becomes all the 
more important in the case ol direct 
taxes where the need for precision grows 
both as the rates climb upwards ami as 
the tax base broadens with increasing 
incomes and number of taxapayers. 

Fiscal administration is the backbone 
of any political system and revenues are 
the sinews of a nation's peace and pros¬ 
perity. Unless the machinery is efficient 
and diligent in its task, tax evasion will 
increase and there will be heaps of un¬ 


collected arrears. Hence, the tax officials 
have to exercise extraordinary caution: 
they should try to establish ait honest, 
efficient and dedicated tax collection ser¬ 
vice. Fujther, they have to see that no 
avoidable irritation is caused to the tax¬ 
payers and inconvenience to them is 
minimised. In fact, in the words of 
Colbert, “The art of taxation consists in 
so plucking the goose as to obtain the 
largest amount of feathers with the least 
possible amount of hissing.” 2 

Public Relations 

Tax administration does not function 
in a vacuum. Its relationship at every 
turn is with the public and since the com¬ 
bination of taxes reaches nearly every 
individual in one way or the other, the 
administration finds itself dealing with 
the public at large. Hence, the attitude 
of people also affects the effectiveness of 
a tax. It is equally true that the attitude 
can, in turn, be effected by good tax ad- 
m initiation. Rational and efficient 
procedures, high personnel standards, 
better management, improved public rela¬ 
tions and frequent taxpayer contact can, 
in turn, enlist public respect for lax laws 
and better tax compliance. However, in 
under-developed countries, a number of 
problems come in the way of successful 
administration of taxes. Development 
necessitates greater resources which can 
be had by tapping new sources of reve¬ 
nue and increasing the rates of existing 
taxes. 

The administration of these new 
sources of revenue increases burden on 


the tax administrators. Increase in tax 
rates, in turn, makes tax evasion more 
profitable. With increased tax evasion 
the Government is inclined to increase 
tax rates further and a vicious circle is 
created. Thus, “The tax administrator, 
on the one hand, sees new burdens falling 
on his shoulders—new taxes being impo¬ 
sed and existing levies becoming more 
severe. He must collect more taxes, at 
higher rates, and from an ever expanding 
body of taxpayers. On the other hand, 
he finds himself saddled with a staff which 
is inefficient, inexperienced and poorly 
paid. He faces a public in large part 
unfamiliar with the tax knowledge and 
recod keeping requirements which a 
developing stilte must inevitably demand 
of its citizens.” 2 The tax administrators 
do not also get the desired support from 
the legal and accounting profession—the 
necessary allies of tax administration. 
There is dearth of experienced persons 
in these professions and even those who 
exist generally help the taxpayers in 
avoiding and evading taxes. 

Antagonistic Attitude 

The task of the administrators is made 
still more difficult because majority of 
individuals and businessmen in such eco¬ 
nomies have antagonism towards paying 
taxes and lack confidence in Government 
machinery. These people do not regard 
taxes as the necessary price for civilized 
society. Instead, they feel that payment 
of tax is an erosion on their income. 

The efficiency of tax administration can 
be judged by a few criteria. First, eva¬ 
sion is promptly dealt with in such a 
manner that the taxpayer may have no 
chance to evade the tax. Second , there 
arc no arrears of assessment and collec¬ 
tion. Third , there is no pendency of 
appeals. Fourth , there is quick disposal 
of tax refund claims. Finally , the ad¬ 
ministration must engender in the tax¬ 
payers’ mind a high degree of trust about 
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tiality and sense of fairness. Thus, in 
brief, a tax system can be said to be func¬ 
tioning properly “if it leaves no arrears 
of assessment at the end of the year, 
collects the determined taxes in time 
without causing undue hardship to the 
taxpayers and provides for an efficient 
machinery to look into the grievances of 
taxpayers and quick disposal of cases in 
appeals.’’ 4 However, the administration 
of Union direct taxes in India has resul¬ 
ted in a number of problems such as 
those of evation, arrears of assessment, 
arrears of collection, pendency of appeals, 
delayed disposal of tax refund claims and 
above all strained public relations. 


$pet pf v $i bn Match i i'v arid gift-tax cases 

risibilities of the fQft on March 31 1979F 


time, the work and responsibilities of the (98,100 as on March 31, 1979). 


Income-Tax Department have increased. 
There has also been a rapid increase in 
the number of taxpayers (Table I) with¬ 
out a corresponding increase in the Jtaff. 
Whereas the number of income-tax payer; 
went up from about 4 lakhs in 1945 to 
39.70 lakhs on March 31, 1979 i.e., 

about 10 times, the number of Income- 
tax officers deployed on assessment duty 
increased from 744 in 1944-45 to 3739 
in 1978-79 i.e. about 5 times. Whereas 
these officers were formerly doing only 
income-tax cases, now they arc required 
to complete the wealth-tax (3.18 lakhs 


ed. In addition to the assessment work, 
in the Income-Tax officer has to attend to 
th- advance-tax work, deduction of tax at 
iiff. source, look into penalty cases, giv^ 
er; appeal effects, rectify mistakes, answef 
to parliamentary questions, settle refund 
.e., claims, and above all attend to thd 
nc- internal and revenue audit objection^; 
jty the last item consuming a lot of time! 
P39 and attention of the officers. This in?] 
eas creasing work load has made it diffiept^ 
illy for the department to live up to its ntSw| 
red iesponsibililies. This has also resulted 
chs in accumulation of arrears of asse$sme%| 

Tabll I 1 


Serious Problem 


Number of Tax 

-Payers 


The problem of tax evation in India is 
getting more serious with the passage of 

Year* 

Income Tax 

Wealth Tax 

Gift Tax 

1951 

8,26,092 

— 

_ 

time. It is almost impossible to ascertain 

correctly the extent of tax evasion in the 

1956 

8,12,352 

— 

— 

country because ol numerous difficulties 

1961 

11,16,713 

28,270 

— 

involved in ihe process. Any such esti¬ 

1966 

24,31,536 

83,022 

25,849 

mate can only be a guess. The serious¬ 

1971 

30,12,570 

1,73,255 

42,813 

ness of the problem can be judged from 

1972 

32,08.516 

2,03,655 

54,842 

the fact that more than Rs 1,510 crores 

1973 

33,88,259 

2,11,178 

63,442 

of concealed income and wealth were dis¬ 

1974 

34,60,843 

2,17,681 

74,993 

closed under the Voluntary Disclosure 

1975 

36,48,941 

2,18,928 

87,954 

Scheme in 1975. The receipts under the 

1976 

37,96,258 

2,30,524 

1,00,901 

bearer bond schemes too have exceeded 

1977 

37,58,753 

2,49,306 

96,432 

Rs l ,000 crores. A parallel black money 

1978 

39.55,244 

2,82.864 

91,160 

economy exists in the country. 

1979 

39,69,965 

3,18,450 

98,077 


No doubt, tax evasion is common to 
all classes and all income groups, oppor¬ 
tunities for it vary according to the 
nature of income earned, There is con¬ 
siderable tax evasion in the case of self- 
employed persons like lawyers, doctors, 
chartered accountants, manufacturers, 
businessmen and a large number of small 
traders who understate their sales and 
income. The result is that tax rates have 
been raised in higher income brackets to 
meet the growing expenditure. Further, 
tax is evaded more by persons belonging 
to the higher income groups because in 
their case the gains of evasion are much 
higher. 

Administrative difficulty is primarily 
a problem of direct taxation because it 
is mainly in this area that major difficul¬ 
ties of tax assessment, enforcement, 
collection and administration are to be 


*As on 31st March 

TABU- 11 

Arrears of Assessment of Direct Taxes 

* - 7 ? 

'i;| 

Year Ending 

Income Tax 

Wealth Tax 

Gift Tax 

Estate 

1950-51 

5,28,070 


— 


1955-56 

5,39,832 

— 

- 

mk 

1961-62 

7,12,407 

15,499 

2,117 

4.2I4J1 

1966-67 

23,46,531 

74,232 

6,872 

9,798 

1971-72 

11,23,705 

1,72,044 

13,825 


1972-73 

13,92,665 

1,98.677 

16,986 

i3,4oS':a 

1973-74 

17,19,597 

2,38,732 

21,106 

14,9& >|i 

1974-75 

16,77,481 

2,44,224 

26,305 

20,084^*11 

1975-76 

17,26,683 

2,55,810 

30,438 

25,471) 

1976-77 

17,41,838 

2,88,949 

22,580 

27,256 If 

1977-78 

15,37,542 

3,14,224 

22,925 

28,287 

1978-79 

19,25,564 

3,31,561 

21,807 

27,802 : a 

1979-80 

22,99,265 

4,32,988 

27,403 . 

34,891 ■ 1 
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and collection and “perfunctory assess* 
ments leading to endless litigations, 
audit criticism and irritation to asscs- 
sccs”. 5 

s 

The number of income-tax assess¬ 
ments pending at the end of the 
year have shown a progressive increase~ 
their number increasing almost about 
four and a half times in 16 years from 
5,28,070 in 1950-51 to 23,46,531 in 
1966-67. After that due to the ‘Sum¬ 
mary-Assessment Procedure’, arrears of 
assessment came down to 11,23,705 on 
March 31, 1972 but again increased to 
22,99,265 on March 31, 1980. In respect 
of other direct taxes also, similar 
situation prevails. The number of pend¬ 
ing wealth tax assessments increased 
from 15,499 on March 31, 1962 to 
1,72,044 on March 31, 1972 and further 
to 4,32,988 on March 31, 1980. The 
pendency of gift tax cases increased from 


during tfe tetihe period and 
arrears were around Rs 17 crores. 

The problem of arrears of collection 
assumes greater significance if we have 
a look at the revenue from Union direct 
taxes in India (Table IV). Such an in¬ 
crease in arrears “apart from the adverse 
effect it has on the morale of both the 
administration and the taxpayers.. .has 
serious unhappy economic significance”. 6 
On the one hand, large arrears lead to 
inequitable distribution of tax burden 
between the honest and dishonest tax¬ 
payers and, on the other, they tend to 
increase once they arc allowed to come 
into being, unless certain positive steps 
are taken. 

A number of factors such as a tendency 


to make unrealistic mi assess¬ 

ments, completing assessments towards 
the end of the year, raising of demand 
in those cases where the assessees are 
either dead or are not traceable, lack of 
perfect compliance with tax provisions, 
stay obtained by assessees from payment 
of tax at the appellate stage, delay on the 
part of the income-tax officers to give 
effect to appellate decisions, ractifying 
mistakes apparent from the records and 
making adjustments of tax deducted at 
source or advance tax, slow recovery 
work, etc. are responsible for increase in 
arrears of collection. 

Unrealistic demands, on the one hand, 
lead to wasteful litigation and, on the 


Table III 

Arrears of Collection of Direct Taxes 


(Rs crores) 


2,117 on March 31, 1962 to 27,403 on 
March 31, 1980 and that of estate duty 
from 4,210 to 34,891 during the same 
period (Table II). Some of (he important 
reasons for arrears of assessment are 
increasing workload for income-tax 
officers, frequent changes in tax laws, 
delay in filing of return, ficquent ad¬ 
journments during the assessment pro¬ 
ceedings, frequent changes in jurisdiction, 
frequent transfer of officials, etc. 

Efficient Collection 

An efficient tax administration also 
collects the assessed taxes in lime with¬ 
out causing undue handship to the 
taxpayers. A good tax system leaves no 
arrears of collection at (he end of the 
financial year. However, situation in 
India is far from satisfactory in this 
regard. While the gross income-tax and 
super-tax arrears stood at Rs 91.53 
crores on March 31, 1951, they rose to 
Rs 239.68 crores on March 31, 1961. 

Table Hi shows that the gross arrears of 
income-tax stood at a figure of Rs 738.77 
crores on March 31,1971: they further 
Increased to a record figure of Rs 1011.8 
crores on Maich 31, 1980. Similarly, 
the arrears of wealth tax collection in¬ 
creased from Rs 12.01 crores on March 
31,1971 to Rs 180.5 crores on March 31, 
1980. The gift tax arrears increased 
from Rs 2,38 crores to Rs 15.8 croies 


Year 

Income Tax 

Wealth Tax 

Gift Tax 

Estate Duty 

As on 31st 
March, 1971 

738.77 

12.01 

2.38 

15.71 

1973 

790.02 

25.46 

3.61 

15.29 

1974 

815.60 

29.03 

3.60 

15.75 

1975 

935.96 

75.56 

5.01 

13.86 

1976 

993.79 

82.38 

5.22 

15.31 

1977 

873.56 

52.75 

5.90 

15.56 

1978 

989.87 

56.51 

6.97 

17.52 

1979 

9 JO. 64 

184.08 

17.72 

17.11 

1980 

1011.85 

180.53 

15.77 

17.23 


Table IV 


Revenue from Central Direct Taxes 


(Rs crores) 

Year 

Taxes on 
Income 

Wealth 

Tax 

Gift Tax 

Estate Duty 

1950-51 

173.22 


— 

— 

1955-56 

168.39 

— 

— 

1.76 

1960-61 

278.43 

8.15 

0.89 

3.09 

1965-66 ' 

576.64 

12.06 

2.27 

6.66 

1970-71 

843.69 

15.31 

2.45 

7.86 

1975-76 

2076.06 

53.73 

5.11 

11.65 

1976-77 

2178.61 

60.44 

5.67 

11.84 

1977-79 

2222.79 

48.47 

5.56 

12.77 

1978-79 

2428.86 

55.41 

5.85 

13.07 

1979-80 

2732.21 

64.47 

6.83 

14.05 

1980-81 (Revised) 

2910.00 

65.00 

6.26 

14.50 

1981-82 (Budget) # 

3249.00 

66,00 

6,25 

15.00 
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figures with its other pernicious ramifi¬ 
cations. India is perhaps the only 
country in the world where the onus of 


C<".V-- ’ ' • 

^ISS^hstetf out pendency before "Judgement expected of them. The officers 

the High Courts of various States was as have shown carelessness towards their 
high as 10,317 cases. 7 In addition, there duties, although more and more powers 
were also a large number of writ petitions have been vested in them. The adminis* 


proof that the accounts are correct lies 
on the taxpayers and the Income-tax 
officers have power to reject the accounts 
of the assessees and make their own 
estimate without giving any reasons for 
that basis. This also leads to unneces¬ 
sary appeals and litigations in the courts 
and mounting arrears of taxes. 

Need for Justice 

As payment of tax involves a sacrifice 
on the part of the taxpayer, justice in 
this field should also be done. In all 
tax statutes the interpretation of law r is 
needed and this interpretation may differ 
from person to person. The taxpayer 
may have different views of his tax 
liabilit) than the taxing authority. Ac¬ 
cordingly, appellate machinery has been 
provided in all countries. While the 
right to go in appeals is a powerful 
factor in preventing the growth of an 
arbitrary and discriminatory adminis¬ 
tration, its effectiveness depends upon 
the efficiency with which the appellate 
authorities discharge their duties. How¬ 
ever, there are inordinate delays in dis¬ 
posal of appeals and the number of 
pending appeals at various stages have 
shown an upward trend. 

For example, the number of appeals 
pending before the Appellate Assistant 
Commissioners increased from 99,770 
on March 31, 1955 to 1,70,914 on March 
31, 1972. Thereafter, there was some 
decline in pendency of appeals. The 
number of pending appeals came down 
to 1,83,615 on March 31, 1976 but again 
increased to 2,53,381 on March 31, 1980. 
Some of these pending appeals related 
to 1970-71 and earlier years. The posi¬ 
tion is no better at the Appellate Tribu¬ 
nals. Whereas the number of pending 
cases was 7,277 on March 31, 1955, they 
nearly doubled to 14,903 by March 31, 
1962, again increased by two and a half 
times to 37,949 on March 31, 1967, and 
further to 47,774 on March 31, 1980. 

Disposal of reference applications be¬ 
fore High Courts and the Supreme Court 
are subject to heavy delays. In its interim 
report, the Direct Tax Laws Committee 
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pending in High Courts and the Supreme trative machinery of Income-tax has met 
Court. Normally, one does not expect with severe criticism at the hands of the 
a decision at this level before 3-4 years. Public Accourts Committee. The Com* 
Some of the references pending in the mittee observes “If the vigour with whk^ 
High Courts were as old as 10 years. 8 searches and raids are being presently 


The Estimates Committee (1980-81) in 
its Ninth Report (Seventh Lok Sabha), 
has pointed out that on March 31, 1980, 
22,563 cases relating to all direct taxes 
were pending before the Supreme Court, 
High Courts and other courts (excluding 
Delhi), Out of these 3964 cases (18 per 
cent) were pending for five years or more. 

Admission of fresh evidence at the 
appellate stage, separate proceedings for 
different types of penalties leading to 
multiplicity of penalty proceedings in the 
same case, absence of time limit in the 
disposal of appeals etc. arc some of the 
important causes of increasing appeals. 
Absence of permanent tax benches in 
High Courts and lack of uniformity in 
the judgement of different High Courts 
on the same point delay decisions in the 
High Courts and in such cases the matter 
has to be finally decided by the Supreme 
Court. 

Prompt Refund 

An efficient administration should also 
have adequate arrangements for promptly 
refunding to the taxpayer any excess tax 
which might have been collected from 
him. The question of refund arises either 


conducted and the amount of black 
money unearthed is any indication, it 
appears that if the normal duties of tt4 
Department had been properly and effig; 
ciently performed, then there should hayf 
been a greater compliance by the 
payers and higher realisation of receipt! 
in proper time.” ,, : ;1 

, ,-JH 

Under Assessment 

■' # 

Although a number of Committee^ 
Commissions and Public Accounts Com¬ 
mittees have given from time to tittf$. 
various suggestions to improve the aiff 
ministration “the ills that beset 
Department continnc to plague 
Many costly mistakes have been detected 
by audit. For example, during the period 
from April 1, 1979, to March 31,1980 
audit of the documents of income-til? 
offices revealed total underassessment 
tax of Rs 23.42 crores in 26,703 cases, 1 ! 

During the same period, under weatt^ 
tax, short levy of tax of Rs 4.03 croftsl 
in 6,871 cases was detected. A short-levy^ 
of gift tax ofRs 288.96 lakhs in ],2$|: 
cases and of estate duty of Rs 25.45 latcki 
in 374 cases was also detected. 12 Evel^ 
the Internal Audit Organisation ofth$| 


because excess tax has been deducted at 
source or excess advance payment of tax 
has been made. Refunds also arise on 
account of the appellate orders. At pre¬ 
sent there is a widespread feeling that the 
Income-tax Department is more keen on 
collecting revenue than on granting re¬ 
funds. On the one hand, refund claims 
are not settled expeditiously and on the 
other there are considerable delays in the 
issue of refund vouchers even after re¬ 
fund claims have been settled. 

All these problems exist not merely 
because the number of taxpayers has in¬ 
creased relatively faster as compared to 
the number of tax officials, but also be¬ 
cause the tax administrators have not 
shown the sense of responsibility and 


Income-tax Department during the ye^ 
1975-76 detected errors in 62^2^ 
involving revenue effect of Rs 45.06 
res. In the opinion of the Public?^ 
counts Committee, “unfortunately, iw 
Income-tax Department appears to kP 
managing its affairs by what might trf 
dubbed the principle of “Management^ 
Crisis’rather than 'Management by 
jectives’. This is by no means a hapMm 
situation.” 13 /'‘||| 

However, it is also true that at 
many Income-tax officers, with serio-iii^ 
desire to detect evasion and comptatj| 
correct assessment, find themselves helf$l 
less to do full justice. Generally, the$i 
officers are not properly trained for the,i 
job. They are given some training a$ 
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time of their fnitic^T appointment and 
JjWy little training is imparted to them 
jfrom time to time. The. execution of the 
Tncome-tax Act require? the knowledge 
#>f several other Acts such as Hindu Law, 
Partnership Act, Companies Act, Regis¬ 
tration of Property Act, Negotiable Ins¬ 
truments Act, Evidence Act, etc. 

\ Further, the Income-tax officer has to 
handle cases of different types involving 
complexities of different trades, profes¬ 
sions and vocations. Unless the officer is 
vyefl-versed with the technical details of 
each trade, it is very difficult for him to 
detect concealment. Many a time, the 
assessment is largely left in the hands of 
comparatively inexperienced Income-tax 
officers who have to match their wits in 
an often unequal battle against the best 
legal brains and expert chartered accoun¬ 
tants. Shortage of field staff and non¬ 
supply of upto-date literature in lime to 
the officers worsen the matters further. 
There is also lack of coordination among 
different departments of the Government. 

Statistical Information 

The success of any tax administration 
further depends on an efficient statistical 
imformation. system. Tax administrators 
must have at their disposal up-to-date 
find complete data on all aspects of the 
taxes which they administer. Unfortu¬ 
nately, “This information system has— 
not been built up yet in the Income-tax 
Department, in spite of repeated recom¬ 
mendations by the Public Accounts Com¬ 
mittee and other commissions and com¬ 
mittees, and this failure has led to all 
the distortion in the tax administration, 
leading to ad hoc solution, hasty amend¬ 
ments and cumbersome but ineffective 
procedures.” 14 The latest All-India In¬ 
come-tax Statistics that is available in 
cyclostyled form relates to the year 
1978-79. 

No statistics have yet been made avail¬ 
able for the years 1965-66, 1970-71 and 
1973-74. These data too are deficient in 
many respects. These statistics relate to 
assessments completed in that year. The 
statistics of assessment may include two 
or more assessments of thesame assessee 
in a particular financial year. Hence, the 
number of assessments does not strictly 
correspond with the number of assessees. 


The statistics *iatW to 
nients in which tax demand is involved. 
Details of refund and 'no-demand* cases 
are not published. Trade classification 
of business and professional income publi¬ 
shed in these statistics does not corres¬ 
pond to the income, by sectors of origin 
published in the national accounts. The 
statistics contain only the amount of 
deductions and the tax value of deduc¬ 
tions are given in the aggregate but no 
data is compiled to know the exact impact 
of various tax incentive provisions con¬ 
tained in the direct taxes structure. In its 
absence, changes in tax incentive provi¬ 
sions arc guided more by the whims of 
the Finance Ministers, and less by the 
demands of the dynamic economy. 

Public Relations 

The success of tax administration as 
well depends on good public relations. 
Good public relations require that there 
is no over-assessment and harassment of 
honest taxpayers, there is equal and uni¬ 
form treatment and justice is quick. This 
requires that tax administrators should 
do their best to project before the tax¬ 
payers an image of helpful guide rather 
than that of a rigid official indifference. 
Where the administration fails to protect 
the honest taxpayers, they, seeing the 
success of less scrupulous ones, begin to 
feel that evasion is justified to offset the 
high rates of taxes. It is, however, un¬ 
fortunate that the situation in this regard 
is far from satisfactory in India and there 
is feeling of mutual distrust between the 
Department and the public. 

While completing assessments, the 
officers start with the presumption that 
they are dealing with dishonest men and 
this results in too many hearings, arbi¬ 
trary rejection of accounts and high- 
pitched assessments. “The Department 
largely proceeds on the assumption that 
it is the asscssee’s duty to know the pro¬ 
visions of the law and abide by them and 
it is no part of the Department’s duty to 
assist in this process”. 15 Such a situation 
has arisen largely due to the fact that the 
assessing officers have been given more 
and more powers but they are allowed 
less and less initiative and independent 
judgement. 

“The real pity of* it is that the poor 




right personnel. Vast talent, Ihigh ad¬ 
ministrative ability, and capacity to do 
full justice between the State and the 
citizens, are all there in the Department— 
but their possessors are the victims of a 
pernicious system which prefers that such 
fine qualities should bo kept latent 
which breeds the feeling that it is dange¬ 
rous to use initiative or discretion in fa¬ 
vour of the taxpayer. The result is that 
there is as much frustration and dishear- 
tenment within the ranks of the better 
class of officials as there is among the 
public”. 16 


Frequent Changes 

There are also frequent changes in the 
Income-tax Act which make the already 
complex Act still more complex to ad¬ 
minister. The changes are generally 
made through the Finance Bills without 
adequately studying the total effect of 
the amendments. At times, the amend¬ 
ments are made merely to get round an 
adverse decision of the Supreme Court 
or a High Court. It was due to consi¬ 
derable criticism by Courts and commen¬ 
tators against frequent amendments that 
the Income tax Act, 1922 was replaced 
by the Income-tax Act, 1961 and it was 
hoped that the new Act would put the 
Income-tax law on a stable basis. 

However, that hope has been belied 
by subsequent amendments. The total 
number of amendments between 1962 and 
1966 exceeded the total number of amend¬ 
ments made during the eighteen year 
period from 1944 to 1961. The total 
number of amendments came to nearly 
400 and “these have introduced the same 
illegality and confusion to remove which 
the new Act was drafted”. 17 The situa¬ 
tion in this regard has worsened further 
and during the fifteen year period (1961 
1976) the Income-tax Act, 1961 has suffer¬ 
ed more than 560 insertions, 600 substitu¬ 
tions and 190 omissions 18 in addition to 
a number of changes made in the Income- 
tax Rules. The drafting of the provisions 
is so complicated that even a highly 
educated man has to read the passages 
slowly several times to understand the 
meaning. These frequent amendments 
together with very inadequate facilities 
and programmes for the assistance of 
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taxpayers have made it difficult for the 
; genera! public to understand the law and 
abide by it. 

It is high time that a number of steps 
are taken to minimise these administra¬ 
tive problems. Suitable administrative 
processes and procedures should be 
devised to detect tax evasion and strict 
action should be taken against tax eva¬ 
dors. Tax evadors fall into two cate¬ 
gories: (i) those who are outside the tax 
net altogether; and (ii) those who keep 
many of their transactions outside the 
tax collector’s view. In the former cate¬ 
gory can be included persons mainly be¬ 
longing to the lower income groups such 
a$ petty shopkeepers and traders and 
small businessmen who, many a time, 
leave it to the Government to catch hold 
of them, although knowing fully well 
that their incomes exceed the exemp¬ 
tion limit. 

Need for Survey 

There is an urgent need for external 
and internal surveys which have been 
sadly neglected by the Income-tax De¬ 
partment. It is necessary that the surveys 
are conducted ona regular and systematic 
basis. For this, the field machinery of 
the Income-tax Department should be 
considerably strengthened so that a door 
to door survey at short intervals may be 
carried out by the Inspectors. 

No doubt the Government has taken a 
number of steps to check tax evasion 
from time to time, yet the fact remains 
that taxpayers have been subjected only 
to very moderate penalties and very few 
cases of fraudulent evasion are prosecut¬ 
ed before the courts. Even if prosecu¬ 
tion is launched, it is difficult to get the 
taxpayer convicted. During the period 
1948-58, not a single person was convict¬ 
ed for evasion. In later years, between 
1961-62 to 1969-70, out of 102 cases in 
which prosecution was launched convic¬ 
tion could be obtained only in 19 cases. 
During the year 1979-80, prosecutions 
for tax frauds were launched only in 122 
cases, although penalties for concealment 
were levied in 28,851 cases. We feel that 
this policy of softness is not of much 
avail. 

On the contrary, it tends to increase the 
scope of evasion, for it leads to ‘heads 


must have the most destructive effect on stages but also to improve public feJa- 


tax morality. 19 At present there is a 
widespread feeling in India that the 
Government is more keen on revenue 
than on punishing tax evadors. It is high 
time that this impression is removed by 
firm action. It is desirable that there 
should be stricter imposition and enforce¬ 
ment of penalties. In cases of proved 
tax evasion, cases must be taken up as 
a matter of course for prosecution and 
the temptation to have the case settled 
should be avoided. Simultaneously, it is 
also necessary that society develops a 
conscience against tax evasion. For this 
veil of secrecy must be removed, all ac¬ 
counts should be made public and th 2 
names of taxpayers on whom penalties 
have b^en imposed or in whose cases pro¬ 
secutions have been launched should be 
widely publicised in local press. 

In Sweden, the official assessment lists 
and assessment records arc public docu¬ 
ments. 30 In Norway, figures of wealth 
and income of taxpayers are available for 
. public inspection. People in India 
should be taught through press, radio 
and films that they should pay proper 
taxes. Instructions to this effect should 
be imparted to the school-going and 
college students by inserting necessary 
chapters in their syllabus. Resides, no 
official patronage or recognition should 
be given to persons who have been 
penalised for concealments and they 
should not become members of any 
Committee or Commission appointed by 
the Government. 

Encouraging Honesty 

While dishonesty should be con¬ 
demned, attempts should also be made 
to encourage honest taxpayers by giving 
them suitable financial or other awards. 
An assessee who has a clean record 
should get full cooperation from the 
Income-tax authorities and reasonable 
facilities should be offered to him in 
icspect of submission of returns, grant¬ 
ing of adjournments, payment of taxes, 
etc. They should be treated by the 
department as starred assessees. 

A number of steps are also called for 
not only to minimise the problems of 
arrears of assessment, collection and 


tions. The present strength of the asses- 
ing officers should be considerably in¬ 
creased with necessary complement of 
ministerial staff. The present approach 
of matching man-power requirements to 
match the work-load overlooks the fact 
that whereas work multiplies without 
notice, man-power cannot be multiplied 
instantaneously to keep pace with work¬ 
load. Since this is a long procedure and 
will take considerable time, more em¬ 
phasis should belaid on rationalising the 
procedure relating the completion of 
assessments and fixation of piiorities. 
Returns should be properly and thorou¬ 
ghly scrutinized at the time of receipt 
so that later on there is no delay in 
completing assessments and special 
counters should be opened for the 
purpose. 

Return Forms 

The form of return should be made 
simple in a manner easily intelligible to 
the taxpayer. It should be impressed 
upon the taxing officers that important 
cases (at least the big cases having large 
revenue potential) should be completed 
in the earlier part of the year and they 
should make thorough study of the 
cases before posting them for hearing. 
Ovcrpitchcd assessments should not be 
made by the officers. Before rejecting 
the asscssee’s accounts or making addi¬ 
tions, the officer should give reasons 
for the same. It should be impresed 
upon them that over-assessment would 
be counted as a defect indicating want 
of judgement and sense of proportion 
in the assessing authority and this defect 
should be taken care of in awarding 
promotions. 

To reduce pendency of appeals at 
various stages, it is desired that the 
appellate authorities should never enter¬ 
tain fresh evidence without recording 
reasons for the same, all penalty pro¬ 
ceedings relating to a particular case 
be completed simultaneously and a time 
limit of two years should be fixed for 
disposal of appeals. Permanent Tax 
Benches should be created in various 
High Courts to cope up with the pen¬ 
dency of appeals and quick judgement 
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Oliver Oldman <cd). Readings on Taxation in 
Developing Countries , 1967, p 500. 

4 Anil Kumar J;iin. Taxation of Income in 
India, 1075, pp 2 !>‘-9. 


department is equally serious in refunding 
the excess tax. It must be ensured that 
the taxpayer receives the refund voucher 
within a fortnight of the passing of the 
order and strict action should be taken 
by the Central Board of Direct Taxes 
if laxity is found in issuing the refund 
orders. 

Uptodate Data 

It is also necessary that an efficient 
statistical information system is built in 
the Income-tax Department so that pro¬ 
per assessment is made and problems 
minimsed. The administrative personnel 
should be supplied with up-to-date and 
complete data on all aspects of the taxes 
which they administer. They should not 
only be supplied with tax literature but 
also with literature giving detailed infor¬ 
mation regarding developments in various 
economic spheres, such as general profit¬ 
ability in different trades during the year, 
yield of final product as a result of pro¬ 
cessing in different production spheres, 
probable consumption of power in pro¬ 
ducing a unit of output, probable shor¬ 
tages in different spheres, etc. All-India 
Income-tax statistics needs to be improv¬ 
ed. The statistics should report all cases, 
including the refund and ‘no-demand’ 
cases. Trade classification of business 
and professional income should corres¬ 
pond to the income by sectors of origin 
published in the national accounts. 
These statistics should contain detailed 
information regarding penalties, prose¬ 
cutions, impact of various incentive pro¬ 
visions, etc and attempt should be made 
to compile and make available these data 
as early as possible so that the tax offi¬ 
cials and the public are well aware with 
the developments in various spheres. 

Finally, good public relations system 
must be built up within the Income-tax 
Department. Frequent changes in law 
should be avoided. Changes through the 
Annual Finance Bill should be restricted 
to the procedural matters. Other amend¬ 
ments to tax laws should be made through 
separate Bills after a careful survey of 
their total effect. For this, the views of 
tax officials, leading professional or trade 


way that every official would be at liberty 
to act independently and boldly 
in the discharge of his statutory func¬ 
tions.’* 81 Tax laws should be redrafted 
in a manner which will make them intel¬ 
ligible, at least, to a reasonably educated 
person willing to make some effort. Use 
of archaisms and idiomatic expressions 
should be avoided as far as possible. The 
releasing of a large number of assessecs 
from the income-tax net in the recent 
past, especially last year, through raising 
the tax exemption limit toRs 15,000 has 
undoubtedly reduced some pressure on 
the Income-tax Department. But the ad¬ 
ministration still needs to be streamlined 
a great deal. 
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Need for Equitable Tax Structure Virendra Agarwala 


The central objective of tax policy must be to promote the highest 
possible rate of private savings. The cumulative impact of income 
and wealth taxes on entrepreneurs in the higher income groups who 
play a crucial and dynamic role in creating new enterprises and 
pioneering new industries, seriously curtails their capacity to save 
The author suggests that the Finance Minister should explore 
possibilities of reducing corporate taxes. As for personal incomes 
he suggests marginal tax rate should not exceed 50 per cent. 


Simmimcaiion of tax laws is the crying 
need. It is believed that if we, as a nation, 
have not yet succeeded in putting the 
economy on an even keel, it is largely 
for the reason that tax laws have not 
only been faulty but also counter¬ 
productive, Today, the tax rates are so 
expropriatory that even the most honest 
is tempted to make full use of the flaws 
in the law. The moral is that, along with 
the simplification of the laws, the taxa¬ 
tion structure needs to be rationalised. 
The Government has had with it reports 
of two committees which had respec¬ 
tively gone into direct and indirect tax 
structures. In their different ways, these 
panels came to the conclusion that both 
direct and indirect taxes have reached 
saturation limits. It is believed that the 
confiscatory tux structure and rapidly 
growing scarcities of all essential com¬ 
modities are largely responsible for the 
generation of black money. It is equally 
true that whenever tax rates have been 
raised to close the budgetary gap, it has 
always led to an upsurge in prices rather 
than act as a break. It is always proved 
that such a short-term remedy has 
caused great distress in the long run. 

The finance Minister hardly app¬ 
reciates that the task of simplifying the 
tax laws is much less herculean than he 
fears. Tax laws are now so complex and 
bewildering that they abound in loop¬ 
holes. It is laudable that an ollicial com¬ 
mittee has recently been entrusted with 
the responsibility of simplifying the tax 
laws. A major recommendations of the 
Choksi panel is that the income-tax rate 
structure should provide for a maximum 
marginal rate of tax at 60 per cent appli¬ 
cable to incomes exceeding Rs 200,000, 
with an appropriately smooth and even 
progressive rates at all levels below that 


amount. The logic behind this recom¬ 
mendation can be understood from the 
fact that the tax revenue actually went up 
in 1974 and 1976 when the maximum rate 
of personal income taxation was reduced. 
A reasonable tax rates structuic can 
have an impact on the vexed problems 
of tax avoidance and evasion. 

What arc the essentials for formulat¬ 
ing a sound taxation policy? The object 
should be not only to raise resources 
for the exchequer but also to allow peo¬ 
ple to enjoy the fruits of their labour 
and economic development of the coun¬ 
try. The structure of taxation should be 
such that there is neither any incentive 
to evade payment of taxes nor any dis¬ 
incentive to effort, initiative or enter¬ 
prise. The structure of direct taxes in 
India is not only inequitable but it also 
does not provide any -’ncentivc to work, 
save and invest in productive fields. In 
fact, it has only made an average citi¬ 
zen so corrupt that he is not prepared to 
discharge his obligations to the nation. 
India is the highest taxed country in the 
world. The combined incidence of all 
types of taxes on certain income-groups 
approximates hundred per cent. But the 
Government is still reluctant to correct 
this anomalous situation. 

It is widely known that the Govern¬ 
ment's policies are wholly responsible 
for an annual inflation of 15-22 per cent 
in the recent past, with the result that 
the rupee in real terms is now worth 
only about 17 paisc compared to its 
value in 1950. Equity demands that the 
initial exemption, excluding long term, 
of capital gain of Rs 5,000 should be 
Rs 20,000. Except for a brief period of 
two years during the Janata Govern¬ 
ment’s regime, when a more enlightened 
view of capital gain was taken, this tax 


is being made harsher. Ten years ago, 
65 per cent of capital gains was deduct¬ 
able : now only 40 per cent can be deduc¬ 
ted and the rest is lumped with other 
incomes. It is difficult to divine the ratio¬ 
nalities behind this particular tax. No 
notice is being taken of its harmful con¬ 
sequence, particularly the fact that it 
acts as a disincentive to investment. A 
lot of people think that it is futile to buy 
sound equities when the greater part of 
the gain, if any, is to be gobbled up by 
the tax collector. In a developing coun¬ 
try like India, the lowering of the bur¬ 
den of capital gains tax will have a very 
salutary effect. 

Complex Scheme 

It is, however, to he noted that in 
India the scheme of capital gains tax is 
very complex. Remedy has to be found 
not only for the high incidence of the 
tax but also for the inordinately long 
period of time for which the original 
investment as well as any permitted rein¬ 
vestment of the proceeds of original in¬ 
vestment arc required to be immobilised. 
The earliei it is abolished the better it 
would be for a sound tax poliev. Any 
proposal to alter the scheme will not 
make any heavy inroads on the revenue 
from the tax on capital gains. In any 
case, the yield from this source is a mere 
pittance in the context of the huge re¬ 
venue from direct taxation. The least 
the Finance Minister can do is to restore 
the pic-1979 position in respect of capi¬ 
tal gains so that the budgetary proposals 
could look reasonable for any responsi¬ 
ble tax-payer to appreciate. 

The wealth lax rates are equally very 
high. Wealth lax was introduced from 
the assessment year 1957-58 at the 
recommendation of Prof. Kaldor not so 
much to raise revenue as to check avoid¬ 
ance and evasion of income-tax The 
suggested rates w^ere very nominal, the 
minimum being li per cent on wealth 
exceeding Rs 22 lakhs. The lates w'erc 
soon revised and the marginal rate was 
raised to two per cent in the assessment 
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assessment year 1972-73. Now the margi¬ 
nal rate of wealth tax is two per cent. The 
.. exemption limit was rupees two lakhs in 
1957-58. It was reduced to rupees one lakh 
in 1964-65. In 1972-73, the law was so 
amended that there was no effective ex¬ 
emption limit for those whose wealth 
exceeded rupees one lakh. The exemption 
limit for wealth taxation is Rs 1.5 lakhs. 
When the value of money is falling year 
after year and it is less than 25 per cent 
as compared to that in I960, there is no 
justitication at all for not allowing larger 
tax-free wealth. 


The very concept of wealth tax, in 
fact, needs to be reexamined. Most coun¬ 
tries do not levy wealth tax and India is 
one of the very few countries levying this 
impost. Even the rales of wealth lax in 
India arc higher than the rates in coun¬ 
tries where the tax has been imposed. 


Re-examining the Concept 

If it is felt that the yield from wealth 
tax is substantial enough to justify its 
continuance in the interest of revenue, 
then it is desirable that the rates should 
be reviewed and brought down to levels 
which would obviate the tendency to 
undervalue the assets, generating avoid¬ 
able litigation. The maximum marginal 
rate should not exceed two per cent and 
this rate should be applicable only at 
„ the property value of not below Rs 50 
* lakhs. It is interesting to note that the 
Government collects only Rs 60 crores 
from wealth-tax in a year but the tax 
arrears on this count have exceeded 
Rs 180 crores 

Besides high rates of income-tax and 
wealth-tax, another disincentive for pri¬ 
vate saving is a very high rate of estate 
duty which needs to be reexamined. The 
limit of rupees one lakh for residential 
houses was fixed in 1964. One house is 
the basic necessity for an individual and 
should, therefore, be altogether excluded 
from the dutiable estate of the deceased. 
In many cases the exemption limit in res¬ 
pect of the residential property should 
not be less than rupees three lakhs. The 
^ present rate goes up to 85 per cent on an 
estimate exceeding Rs 20 lakhs. The 
impact of this will be evident when it is 
kept in view that the value of the estate 


SwRs5o ; iikiii was only aibout 


Rs 4 lakhs 25 years ago. The rigours of 
the statutes can be considerably mitiga¬ 
ted through an enlightened and fair ad¬ 


ministration. 


Meaningful Approach 

A meaningful and planned approach 
to simplification of tax laws would neces¬ 
sarily involve eradication of anomalous 
and vexatious provisions, in addition to 
re-drafting of complicated and confus¬ 
ing provisions. What is urgently required 
is stable tax laws with the least possible 
scope for later amendments. Attempts 
at simplification of direct tax laws made 
by the Government have touched onl> 
the fringe of the problem and much 
remains to be uone. 

The central objective of tax policy 
in India must be promotion of the 
highest possible rate of private savings. 
It is widely appreciated that the cumu¬ 
lative impact of income and wealth taxes 
on entrepreneurs in the higher income 
groups who play a crucial and dynamic 
role in creating new enterprises and pio¬ 
neering new industries, seriously curtails 
their capacity to save. If the Government 
expects the people to expand their eco¬ 
nomic activities then there is no other 
choice but to abolish wealth tax, gift 
tax and estate duly which have unduly 
hampered the process of growth. No 
fiscal incentive of any nature or dimen¬ 
sion can prove so effective in reviving the 
economy than to bring about a radical 
alteration in such fiscal devices. Resource 
mobilisation is considered essential for 
economic development but a little em¬ 
phasis on generation of wealth can yield 
better results in terms of pushing the 
economy at a fasterpacc. If thcGovern- 
ment is keen on encouraging the rate of 
savings, which, of course, is of wide 
import for economic development, then 
the intercsl incomes on the deposits made 
either in commercial banks or in Govern¬ 
ment institutions like UTJ, provident 
fund or LIC need not be subjected to 
any tax liability. The present exemp¬ 
tions are so low that they do not 
mean much. 

The corporate tax rates in India 
are also known to be the highest among 
developing countries. The Finance Minis¬ 


ter, therefore, should better explore pos¬ 
sibilities by which corporate tax rates 
are reduced while the maximum marginal 
rate on personal incomes—inclusive of 
surcharge—must not exceed 50 per cent. 
The main thrust of the fiscal policies 
should be to encourage savings, work 
and enterprise. 

It is widely appreciated that there is 
a limit to the mobilisation of real resour¬ 
ces either through deficit financing or 
through raising tax rates. It is equally;,, 
true that the Government has failed 
rather miserably cither 1o reap full ad* 
vantage of the growth potential of deficit* 
financing or to put the resources raised 
through confiscatory lax rates to pro- ' 
ductive investments. The capital-output ' 
ratu> which has gone u,p appreciably in ? 
respect of public sector companies is a 
clear indication that the resources so ! 
raised are being squandered. T he utte$ j 
neglect of duty with efficiency and dedi¬ 
cation is the root cause of low produc¬ 
tivity of labour and therefore low rate ; 
of economic growth. :< 


Productive Expenditure 

Equally important, therefore, it is to 
make expenditure productive. Public i 
administration and a more alert watch- \ 
dog role on the part of Parliament 
should help the achievement of higher ; 
managerial efficiency of public expendi- ! 
ture. Budgetary deficit has a limited 
role because it has been largely respon*> 
sible for galloping inflation. The Finance - 
Minister, therefore, must work fora surt;| 
plus budget, if the Government is really' 
keen on holding the price line. The privatel 
sectoi has every right to work for better 
credit management so that its legitimate : 
requirements are adequately met. But> 
it is not in our national interest to re-' 
commend large deficit financing. The 
phenomenon of high rates of inflatiot^if 
and low rates of economic growth must 
be brought to a halt. The Union Budget 
for 1982-83 is reasonably expected to^ 
initiate a determined beginning now forj 
expanding the productive investments! £ 
while other expenditures must be brought^ * 
down significantly. Will the Finanqe? 
Minister take a bold step immediately^ 
and give the people an equitable structure^ 
of direct taxes? 
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Facts you should know about 
the Press crisis today-3 

Question: 

Is the Government justified in imposing levies on imported 
newsprint ? 

Answer: 

The answer is no. The recent Government duty together 
with the alarming escalating costs of newsprint and other 
items have strained the economy of newspapers and 
periodicals, and threaten to engulf them completely. 


The facts: 


Any move to impose customs 
duty or taxes on newsprint will 
severely affect publications, 
already crippled by escalating 
costs of raw materials and 
services. 

The annual newsprint bill is 
about Rs. 150/- crores a 
negligible 1”' of the total import 
bill of the country. One fails to 
see how the National Exchequer 
will benefit by the customs levy 
on this sum which works out to 
an insignificant amount. 

Also, as newsprint constitutes 
upward of 60of the total cost 
of producing a newspaper, any 
customs levy will be heavy to 
bear. 

Increasing selling prices or 
enhancing advertisement rates 
is only part of the answer. What 
is needed is a drastic lowering 
of basic production costs. 


It should be noted that India's 
consumption of newsprint is not 
comparable to its population or 
the needs of its growing literacy 
levels. (India: 21 newspaper 
copies per 1000 of population. 
Minimum recommended by 
UN : 100 copies per 1000 for 
developing countries). 

Newsprint is free from duty 
almost everywhere and it 
should be so in India too. 

In the present situation any 
impost by the Government will 
impede the growth of 
newspapers and periodicals 
and will hurt the national cause. 
It is high time therefore, that the 
Government reviews its policy 
towards the Press before 
hundreds of newspapers and 
periodicals all over the country 
are forced to cut down on 
content, quality and size. 


The Press, a vital force. Strengthen it. 

Issued by : 

The Indian & Eastern Newspaper Society. 
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Prof V.M. Dandekar delivered three 
lectures as part of ‘Romesh thunder 
Dutt Lectures on Political Economy’ 
which are included in the book Peasant- 
Worker Alliance—Its Basis in the Indian 
Economy. Prof. Dandekar as usual has 
presented some original and provoca¬ 
tive ideas by joining issue with the pre¬ 
vious speaker of this series. Prof Dande¬ 
kar has devoted his attention to the ques¬ 
tion of whether in a country like India, 
there is the possibility of a close alliance 
based on common economic interests, 
between peasants and industrial 
workers. The implications of. the 
^answer to the above question are ob¬ 
vious. If such an alliance is possible on 
theoretical and practical grounds, the 
way to socialivst transformation would 
be quite easy because bourgeois class 
in India constitutes less than five per 
cent of the total population. If on the 
other hand, there is no possibility of 
such an alliance, there would hardly 
exist the possibility of socialist trans¬ 
formation or revoluton in India. It 
would therefore be highly instructive to 
critically examine the views of Prof 
Dandekar on this very vital economic 
and political issue. 

Of the three lectures, the first two are 
devoted to the theoretical exposition of 
Jthe issues such as capital accumulation 
and exploitation and its nature. In 
these lectures Prof Dandekar has given 
erudite, extremely lucid and critical 


Reviewed by Academicus 

analysis of the views ofKarl Marx, Rosa 
Luxemburg, Bukharin, Preobrazhensky, 
Emmanuel and Dr Ashok Mitra. 

According to Rosa Luxemburg, Marx 
wanted to demonstrate the process of 
accumulation of capital in a society con¬ 
sisting under universal and exclusive do¬ 
mination of capitalist mode of produc¬ 
tion. Luxemburg’s central thesis was 


BOOKS 

BRIEFLY 


that “capital accumulation is impossible 
in a closed capitalist system and that it 
is only by invasion of the primitive, pre¬ 
capitalist economies, by trade, conquest, 
or theft, that capitalism thrives.’* By 
making exploitation of primitive pre¬ 
capitalist economies an essential element 
in the process of capitalist development, 
Luxemburg changed the very basis of 
capitalist accumulation from something 
Jderived from within the system to a pro¬ 
cess which drew its sustenance from an 
outside source. In other words, according 
to Luxemburg, working class and capita¬ 
lists in capitalist countries joined hands 
in exploiting pre-capitalist economies. 
This obviously struck at the very root 
of the principle of class struggle enun¬ 
ciated by Marx. If we take into account 
British history there is no doubt that 


Luxemburg had hit upon a major source 
of capital accumulation, though not an 
exclusive one. 

According to Dandekar, Luxemburg’s 
'external markets* also include pre-capi¬ 
talist sectors within the national econo¬ 
mies of capitalist countries. Ashok Mitra 
supports this relationship between pre¬ 
capitalist sector and capitalist sector of 
a national economy. This would mean 
that capital accumulation results from 
exploitation by capitalists from within 
the country as well as from outside the 
country. 

To bring about capital accumulation, 
Preobrazhensky suggested that prices 
of products of ihe socialist industry 
should be kept as high as possible while 
the prices of farm products should be 
kept as low as possible. Such non-equiva¬ 
lent exchange, according to him, was 
necessary for what he called primitive 
capital accumulation. 

New Economic Policy 

Bukharin came out in support of the 
New Economic Policy adopted by the 
Soviet Union during 1922-23. He stres¬ 
sed the vital importance of alliance with 
peasants and asked to push the NEP 
further in the direction of concessions 
to peasants and supply of consumer 
goods to them, thus emphasising expan¬ 
sion of consumer goods markets, instead 
of making peasants source of primitive 
capital accumulation as advocated 
by Preobrazhensky. As is well-known, 
Stalin changed this policy in 1928, coer¬ 
ced millions of peasants into collective 
farms imposing on them compulsory 
levy at low prices and raised prices of 
consumer goods, all with a view to 
making capital available to Soviet 
industries from the agricultural sector of 
the Soviet economy. 

Emmanuel put forward the thesis that 
“inequality in wage levels between the 
rich and the poor countries underlies 
‘unequal exchange’ between these coun¬ 
tries and explains how the* rich countries 
can grow richer at the expense of the 
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poor countries even tfirough the process 
of normal trade.'* But Emmanuel re¬ 
gards ‘unequal exchange’ as a pheno- 
meno nrestrieted to international trade. 

Dandekar has made out a point that 
all the propositions regarding 'unequal 
exchange' which hold good in the case 
of international trade “hold good equally 
for inter-sectoral relations or more gene¬ 
rally internal trade within a national eco¬ 
nomy”. Thus it is possible that in the 
case of India, with strong trade unionism, 
workers in organised industries get 
high wages, while themselves being ex¬ 
ploited by their capitalist employers, 
exploit unorganised peasants when they 
carry on exchanges with him. According 
to Dandekar, “one may be exploited and 
one may exploit others in turn.” 


Worker Exploters 

On the basis of his analysis Prof. 
Dandekar has concluded that “The phe¬ 
nomenon of exploitation is not confined 
to the production process and hence to 
relations of production between the capi¬ 
talists and workers within each industry 
or enterprise.” According to him, with 
greater capital accumulation in certain 
industries and higher productivity and 
wage levels, even workers in such indus¬ 
tries or enterprises become a party to 
exploitation of workers in those unor¬ 
ganised or less organised sectors where 
there is less capital accumulation and 
therefore there is low productivity and 
lower level of wages. This undermines 
working class unity. The entire capitalist 
organised sector exploits the urnorga- 
nised and predominantly rural farming 
sector. The peasant is becoming aware 
of it. For forging unity among peasants 
and industrial workers (i.e. among the 
working class as a whole), the working 
class movement must break out of’ the 
narrow confines of trade unionism. 

Prof Dandekar's prescription to les¬ 
sen or stop this exploitation within the 
national economy is "the enunciation of 
a wages rnd incomes policy ensuring 
guaranteed employment at a certain sub¬ 
sistence level to all who arc willing tc 
work, recognition of differential skills 
within tolerable limits of inequality, a 
ceiling on dividends on private capital 


and. a commitment to maximizing accu^ 

fflulation of capital in public hands/* 

Dandekar’s lectures are erudite and 
his analysis and exposition are very lucid. 
Dandekar however can be faulted on 
three grounds. 

if Dandekar's logic is valid, why stop 
at developed capitalist sector and un¬ 
organised sector of a national economy 
while analysing the concept of exploita¬ 
tion? Since amount of capital used and 
therefore productivity and consequent 
wage levels arc different in the case of 
any two individuals (even belonging to 
unorganised sector of a national econo¬ 
my), why not extend the concept of un¬ 
equal exchange and exploitation to every 
exchange between two such persons? 
Exploitation would then characterise every 
exchange and become a universal phe¬ 
nomenon. 


try in India is dominated % small and 
medium sized units. These units are 
spread widely in the country, though the* 
states of Maharashtra, West Bengal and 
Tamil Nadu have dispropertionaly large 
shares of the total number of units in 
the country. 


The author found the performance of 
engineering industries better than the 
average for all manufacturing industries. 
The ratios of gross output to input, of 
value added to capital and of value added 
to labour have all shown a higher trend 
in engineering industry compared to 
other manufacturing industries. Natur- 
rally wage rates in engineering industry 
have been generally higher than the 
average for other manufacturing indus ■ 
tries. 


Second, his prescription of incomes 
and wages policy is not only impracti¬ 
cable but will not stop exploitation. 
It will only lead to highly centralised 
and bureaucratic regime with increasing 
constraints on individual freedom. 
Dandekar has not cared to examine the 
vast implications of his suggested policy. 

And lastly, even granting that the State 
can evolve and enforce such an incomes 
and price policy, is there any guarantee 
that 1 he Slate and the new class of bureau¬ 
crats will not exploit both workers and 
peasnats? Docs not the Soviet and 
Chinese experience show this? And there¬ 
fore while Dandekar joins issue with 
Dr Ashoka Mitru and goes one step 
ahead, he slops short of the final con¬ 
clusions to which his own analysis would 
or should lead him. Not that Dandekar 
has not told the truth; only it is not the 
whole truth! 

INDUSTRIAL RELATIONS 

In Managers An if Workers in Engineer¬ 
ing Intfustti Pramod Yerma has made 
an attempt to analyse certain important 
aspects of industrial relations in the en¬ 
gineering industries in India on the basis 
oJ a research project covering some 
representative medium-sized engineering 
unit* in the Ahmedabad-Baroda region 
against the background of the engineer¬ 
ing industry in the*country as a whole. 


Militant Attitude 

Trade unionism has recently made its 
appearance in small and medium-sized 
engineering units. Also fhese trade union 
organisations have started adopting mili¬ 
tant attitude and strategies to attain their 
aims and objectives. 1 his is particularly 
so in western and eastern parts of the 
country. 

it is observed in Ahmedabad-Baroda 
region (as also in other regions) that 
industrial relations in engineering indus¬ 
tries are established at the unit level 
rather than at the industry level. The* * 
consequence is that collective bargaining 
at industry level is not found in the engi¬ 
neering industries. Bargaining is at the 
unit level. 

Analysing the problem areas such as 
procedure of decision-making, discipli¬ 
nary action, determination of wages and 
allowances, inequities in wage structure 
and adoption of wage board awards, the 
author has observed that for satisfactory 
solution of these problems, the engineer¬ 
ing units will have to develop appropriate 
procedures concerning communication 
channels and positive attitude for deci¬ 
sion-making and problem-solving with¬ 
in the broad legal framework. The author 
rightly thinks that adoption of purely*, 
legal approach to solve these problems 
will not be helpful. 

The study found that on the whole 


FEBRUARY 12 , 1982 


EASTERN ECONOMIST 


420 



ween management and workers. 


‘ Attention of to?' 
management and workers. 


V U is observed that management is 
not generally hostile to trade unions nor 
workers fanatically attached to their 
unions. This state of affairs in the sphere 
of trade unionism is, according to the 
author, mainly due to personal approach 
of management to problems of labour 
in small and medium sized engineering 
units. A great many managers show willing¬ 
ness to assoiate workers in the decision¬ 
making process, consult representatives 
of labour in solving disputes and in 
framing standing orders and favour 
voluntary methods of dispute settlement. 
It is also heartening to observe that both 
management and workers appear to hold 
f the view that they should work in 
close cooperation to improve industrial 
relations in their units. 

Survey Approach 

On the basis ol his analysis, the author 
has made some aelion-oriented sugges¬ 
tions. He is of the view that there can¬ 
not be any generalised solutions to prob¬ 
lems of all engineering units. He feels 
that problems arising out oi alienation 
due to technological progress, work¬ 
group relations and off-the-job situations 
should ali be analysed by adopting sur¬ 
vey method and case studies. This alone 
would provide firm ground to evolve 
appropriate policies for solving these 
problems. Since small and medium-sized 
engineering units may not have resources 
to carry out such surveys and case stu¬ 
dies, the author has suggested that asso¬ 
ciations at the industry le\cl should un¬ 
dertake this type of work. 

The generally happy situation in the 
engineering units in Ahmedabad-Baroda 
region which the author has piescnted 
in this book may not be toimd to the 
same extent in other regions of the coun¬ 
try. And yet one does get a broad idea of 
the state of affairs in the engineering 
industry in the country. The enginering 
industry has vast potential which is await¬ 
ing fuller exploitation and from that 
point of view some of the constructive 
suggestions which the author has made 
to improve industrial relations in this 
vital industrial sector should receive 


FOREIGN AID 

During the immediate post-World-War 
II period foreign aid had raised high 
hopes and had come to be regarded as 
a panacea for all economic ills ol deve¬ 
loping countries. It is now being increas¬ 
ingly realised that this panacea has failed 
to work. In his hook, Does foreign Aid 
Help ?, H.L. Bhatia assesses the phenome¬ 
non of foreign aid and its role in econo 
mic development of backward countries 
like India. 

After analysing the beneficial and 
harmful effects of foreign aid, the author 
has made the following concrete sugges¬ 
tions to deal successfully with various 
problems that arise out of foreign aid. 

According to the author, granting that 
the final solution of the problem of our 
foreign aid dependence lies in economic 
growth itself, attempts must be made to 
accelerate the growth-process. This calls 
for making public sector undertakings 
which form heart-throb of the Indian eco¬ 
nomy efficient and profitable, instead of 
their being drain on public resources and 
also on foreign aid. 

In the second place, the author has 
emphasised the development of Indian 
Railways. This will help development of 
coal induslry, more efficient hauling of 
coal to thermal power stations and sav¬ 
ing of diesel by hauling more goods to 
different regions which are now served 
by trucks using diesel. 

To reduce dependence on foreign aid, 
the author wants further development of 
agriculture, especially of oilseeds on 
which considerable foreign exchange is 
spent at present. Also agricultural com¬ 
modities can be an important source of 
foreign exchange earnings. Development 
of agriculture and agro-industries will 
halt rush to towns where people arc more 
prone to demonstration effect which 
encourages import of capital-intensive 
technology and of lux ury goods. 

Development of minerals and fuller 
exploitation of natural gas and oil poten¬ 
tial will lessen considerably our depen¬ 
dence on foreign aid. 

West Asian countries as also coun¬ 
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iritis in Africa arid South America offer 
great opportunities for our export of 
consumer and capital goods as also for 
technology and turn-key projects. This 
would necessitate an integrated export 
promotion policy and synchronising in¬ 
ternal production and industrial pattern 
with export promotion measures. 

According to the author, the entire 
development strategy adopted during the 
planning period has resulted in very slow 
growth rate, increasing imports and ad¬ 
verse balance of payments, repeated 
foreign exchange crises and therefore 
increasing dependence on foreign 
eid. To reduce dependence on for¬ 
eign aid, he has advocated radical chan¬ 
ges in our development policy and stra¬ 
tegy. 

While discussing whether foreign aid 
helps ,or not the author is not at 
all critical. While assessing the effects 
of foreign aid, one expected the author 
to give some sort of quantitative assess¬ 
ment of effects of foreign aid on diffe¬ 
rent sectors of the Indian economy. Such 
quantitative assessment is dilficult. But 
the attempt would have been worthwhile. 

The author has acknowledged that 
above c\erything else human element is 
the most important factor determining 
the pace and quality of development. This 
implies that if severe shortcomings con¬ 
tinue to afflict the Indian economy, it is 
not so much for want of resources, do¬ 
mestic or foreign, but almost entirely due 
to failure of human element in the coun¬ 
try. 

NORTH-SOUTH DIALOGUE 

A seminar was held in July 1980 on 
behalf of the Forum of Financial Wri¬ 
ters and the Steering Committee for. 
Research on International Economic Re¬ 
lations. North-South Dialogue , a small ; 
and compact booklet, contains the papersi 
presented at the seminar and the report ; 
of the discussion that took place there, i 

Balraj Mehta has explained how tbi 
attitude of developed countries in res-; 
pect of resource transfer and aid to deve* j 
loping countries is hardening; how emer*; 
genoe of OPEC has added a new dimei*-^ 
sion and complexity to alignment of poll-’; 
tical and economic forces in the world; 

s 
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how.OPfiC is unafcle tb accept any ape- "Se 

cial claim of developing countries on their tries in the following fields: food and 


rapidly accumulating funds which are agriculture, exploration of energy re¬ 
being mostly invested in developed coun- sources, provision of basic needs and 


tries, and how developed countries are building up of infrastructure, population 


reluctant to start industries in developing control, development of basic industries 


countries due to the fear of nationalisa- like coal, steel, fertilisers, power genera¬ 
tion without adequate compensation. He tion and manufacture of machinery. 


has pleaded that there is considerable 
amount of complementarity among eco¬ 
nomies of developing countries and there¬ 
fore they should develop mutual coope¬ 
ration in technical, trade, industrial and 
financial matters for which these coun¬ 
tries should work out specific proposals 
and, projects instead of talking in gene- 


N.S. Jagannathan has warned that 
while negotiating with the North, the 
changed environment there must be taken 
note of. These countries are at present 
facing problems of recession, mounting 
unemployment, energy shortage and so 
on. 


ral terms. 


L.P.S. Shrivastava has drawn atten- Comprehensive Discussion 



1 he first edition of Crisis into Chaos- 
Political India 1981 was published in 
1974 under the title ‘Conflicts and Cri¬ 
sis’. E.M.S. Namboodiripad could find 
time to rewrite many portions of the 
earlier book, add six new chapters and 
revise the first edition under the present 
title ‘Crisis Into Chaos’. The correctness 
of the first title was confirmed by the 
unfortunate developments after 1974 cul¬ 
minating into 'Emergency’ between 1975 
and 1977. The aptness of the title of the 
present edition is too obvious from 


tion to “the harsh fact that equity and 
international redistribution have not been 
perceived by the developed countries as 
primary goals of international economic 
order.” Naturally for want of mutuality, 
confrontation between these two groups 
of countries is gradually developing. 

Mutual Problems 

But the author has drawn attention 
to some mutual problems, l or example, 
problems of widespread recession cur¬ 
rently threatening the world, gradual 
transition to less oil-dependent world 
economy, removal of world’s hunger and 
malnutrition and pollution must be com¬ 
monly resolved by both North and South. 

S. Kumar Dev has explained how it 
will be dangerous to depend upon im¬ 
ported oil and establish industries pro¬ 
ducing oil based fertilisers and pesti¬ 
cides. This dependence might endanger 
our green revolution. He has therefore 
suggested that we turn to coal as alter¬ 
native source of energy. 

S. Sethuraman has explained how dur¬ 
ing 1970s there was breakdown of the 
post-war economic order and how the 
Third World lost many a battle in the 
field of trade, transfer of technology, debt 
relief, code of conduct for transnational 
corporations, and building up of a glo¬ 
bal food security system. 

The author has emphasised that the 
Third World seems to be unaware of 
its economic potential. 

According to the author, there can 


The articles and discussion at the 
seminar indicate that the problem of 
North-South relations was discussed in 
a comprehensive way. It should however 
be realised that for years to conic, with 
rightist economic tendencies dominating 
and internal problems of recession and 
unemployment mounting, the North will 
not be in a mood to establish a new 
pattern of international economic order 
based on equity. 

In order to compel the North to agree 
to consider new order, the South will 
have to take two steps. In the first place, 
countries of the South will have to take 
steps to establish internal economic order 
based on equity. Also internal resources 
must be efficiently mobilised and effec¬ 
tively utilised. 

Second, effective steps must be taken 
for cooperation among countries of the 
South for which there is tremendous 
potentiality. If we have been unable to 
cooperate among ourselves, what moral 
right have we to accuse North for show¬ 
ing indifference to come to the aid of the 
South? The South must first develop 
traditions of hard work and discipline, 
must show willingness to undergo imme¬ 
diate sacrifices for future development, 
and cooperate among themselves for 
which a secretariat should be established 
for mutual and frequent consultation on 
common problems. It is only then that 
South will have the moral right and econo¬ 
mic strength to compel North to play 
its due role in establishing a new interna¬ 
tional economic order. Until then North- 


the chaotic conditions prevailing in every 
sphere in India. It would be instructive 
to read and ponder over what a leading 
member of the leftist party has to say 
on some of the burning issues and his 
suggestions to put the matters straight— 
if ever they could be. 

The author has recalled Mahatma’s 
suggestion to disband the Congress or¬ 
ganisation and convert it into a non¬ 
political Lok Scvak Sangh. Almost all 
opposed this suggestion of the Mahatma. 
We now understand what a correct vision 
he had, seeing that the name of the Cong¬ 
ress is being exploited by the most un¬ 
scrupulous people to gain power and 
pelf to serve personal ends. 

The author has described the Telan- 
gana movement of peasants and the part 
played by it, the Bhoodhan movement 
to which it gave rise, and how the Govern¬ 
ment used all its power to crush the 
Telengana movement. It was the earliest 
attempt by peasants to organise. It is 
rather unfortunate that for long the 
peasant movement subsided and it is 
only in very recent years that it is being 
revived with new awakening among pea¬ 
sants at State and national levels. 

The author has described how both 
Jawaharlal Nehiu and his daughter 
managed to topple various State Govern¬ 
ments by resorting to undemocratic 
methods. The game docs not as yet seem 
to be over! 

The author naturally is partial towards 
China and maintains that anti-China 
feeling awakened the chauvinist spirit 
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Instead of regrets, 
may we suggest prevention. 


In India every year 90,000 people die 
and over a lakh more are injured in 
road accidents. Statistics fail to 
c«nvey the pain and the ordeal of 
these accident victims nor do they 
reveal how each accident affects our 
economy 

Clients won't wait for a lorry to get 
repaired A car out of commission 
means so much inconvenience A 
damaged vehicle can be repaired. 
What can one do about a leg that has 
to be cut off? Accidents bring death, 


incapacity, dependence on charity 
and invariably loss of business and 
earning capacity 

The sad part of it all is that most road 
accidents are preventable They can 
be foreseen and their damage 
potential minimised. 

Make Loss Prevention a way of life. At 
home, on the road, at the factory and 
office. We, at LPA, are committed to 
the prevention and minimisation of 
losses But we can only offer our 
help. You must act 


Prevent losses? promote prosperity. 





IP*\ LOSS PREVENTION ASSOCIATION OF INDIA LTD. 

(Soorwond by th> General Insurance Indwtry) Warden Houw, Sir P M Road, Bombay 400 001. 
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gionit loyalties, all Accelerating the 
rccs of national disintegration. 

There are a number of articles on topi- 
|pl subjects like ‘Battle of Succession" 
[fjMorarji versus Shastri), split in the Com¬ 
munist party consequent on India-China 
ftyar in 1962, ‘Tlie Great Split’ in the 
[pongress in 1969, Total Revolution" of 
ffayaprakash, and ‘The Second Freedom 
Struggle" after the emergency of 1975-77. 
||fhe author has also described the elec- 
jfcoral victory of the Janata party and its 
[rapid disintegration. He has observed 
ijthat in spite of triumphant return of 
tlndira Gandhi in 1980, the crisis is dec¬ 
lining with rising prices and unemploy¬ 
ment* with-unresolved conflicts in Assam 
And North-Eastern region, increasing vio¬ 
lence against scheduled castes, increasing 
jcurtailment of powers of the States, 
Enormous amount of black mar¬ 
king and existence of parallel economy, 
And all-pervasive corruption and nepo- 
Jtism from top to bottom. Seeing how 
^leaders are hankering after power and 
Woncy, one becomes a cynic and is left 
{Wondering whether the country has any 

^future at all! 

§ 

i 

I The Way Out 

What is the way out of the deepening 
^crisis rapidly developing into a national 
ftebaos? According to E.M.S. Namboo- 
|diripad, “the perspective of developing 
tcapitalism adopted by the ruling classes 
pitas to be abandoned.” This is because, 
faccording to him, this path only leads to 
|more and more conflicts and crises. 
i According to the author, measures 
|must be taken to build a socialist society 
|and as an immediate step to achieve the 
lultimate goal of socialism, there is need 
|.to establish unity among all the anti- 
imperialist, anti-feudal, and anti-mono- 
poly parties and all the radical elements 
|in the country. Steps should be taken to 
organise peasants and workers who cons¬ 
titute the majority. According to the au¬ 
thor, this requires “consolidation, expan¬ 
sion and growth of radical political parties 
j and organisations above all, those of the 
1 Communists and Socialists.” Failure to 
t take these steps would lead to “all-round 
: crisis with no possibility of way out.” 


reftiti like * chtbAidti 
took place with hardly any critical ana* 
lysis expected from a Marxist leader of 
his stature. 

India with its vast poor peasantry and 
working class population provided the 
most fertile ground for communism. 
Communist party had a band of dedica¬ 
ted leaders with higher intellectual cali¬ 
bre than in any other political party 
in the country. It is possible that com¬ 
munism with its monolithic culture 
could have solved many of the problems 
in India created by caste and creed dis¬ 
tinctions, religious bigotry and linguis¬ 
tic and regional barriers. 

In spite of the favourable environment, 
why did communist party fail and why 
did communism not take root in India? 
Namboodiripad and other communist 
leaders would do well to ponder over 
this situation. 

The answer seems to be that the com¬ 
munists instead of evolving the indige¬ 
nous brand of communism with deep 
roots in the Indian soil, looked to either 
Moscow' or Peking for their inspiration 
and instruction. They tried to bring in a 
system which an average Indian felt 
alien to him. Only Gandhiji possibly was 
capable ot reorganising the entire society 
' along radical lines and in keeping with 
broad Indian ethos. That was not to be 
both because he could not carry with him 
even his favourite and life-long disciple 
like Jawaharlal Nehru and also because 
he lacked the ruthlessness necessary to 
radically reform the society. Communism 
requires bold and ruthless leaders like 
Lenin, Stalin and Mao. India did not 
throw up such a leader. 

There does not seem any possibility 
of democracy in India solving religious, 
caste, linguistic and regional problems 
successfully. 

MARKETING TOBACCO 

Cigarette tobacco commonly known 
as ‘Flue Cured Virgina’ (FCV) occupies 
a very important place in the economy 
of Andhra Pradesh which accounts for 
about 95 per cent of its total production 
in the country. Though FCV has vast 
potential market in the world, it has 



Tobacco has made an 
the general profile and nature of supply 
response of FCV tobacco* structure of 
its market, behaviour of FCV tobacco 
prices, instability in its export trade and 
reasons of such instability. On the basis 
of his analysis, the author has made a 
number of suggestions for improving the 
marketing efficiency in the case of this 
commodity. 

it is observed that among all types' 
of tobacco (cigarette, bidi, chewing, 
hookah and snuff tobacco), FCV tobacco 
happens to be the most important from 
the point of production, export earnings, 
excise duly and employment potentiality. 
What is of great significance in the pre¬ 
sent context of increasingly adverse inter¬ 
national trade balance is that this variety 
of tobacco has high export market poten¬ 
tial due to “its low cost-price advan¬ 
tage in the international market.” 

Source of Credit 

Commercial banks and money-lenders 
are the major sources of credit to gro¬ 
wers of this tobacco. Borrowings from 
trade and cooperative societies have been 
negligible. The rate of interest prevail¬ 
ing in unorganised money market in the 
tobacco zone ranges between 24 and 26 
per cent, though the rate of interest of 
about 35 per cent is not uneominong. 

Studies relating to cropping pattern 
of this tobacco revealed that there is 
poor cropping intensity, high dependence 
on a single crop, and general inaccessi¬ 
bility of irrigational facilities. Also,crop¬ 
ping intensity appears to bear an inverse 
relationship with the size of holdings. 

It was observed that in the case of 
this type of tobacco ihere was poor 
supply response to price changes. Ac¬ 
cording to the author, the probable 
reasons for the poor response to price 
and income changes are: (i) difficulty in 
finding an alternative use for land, (2) 
heavy investments in farm assets like 
curing barns exclusively confined to cul¬ 
tivation of this commodity. 

The study has come to the conclusion 
that the FCV tobacco market needs 
an extensive and dynamic informa- 
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iion system at all levels* and more so at 
the level of growers. This need is im¬ 
portant because of the relatively short 
season of the supply, high perishability 
of the commodity, wide ranging prices 
within the grades, and above all buyer 
concentration in the market. Absense of 
meaningful and reliable data relating 
to prices, supply and demand results in 
growers remaining in the dark in respect 
of information that vitally affects them. 
According to the author, the Tobacco 
Board and Agricultural Market Commi- 
tees are in a position to collect and sup¬ 
ply this information. This alone can 
help the growers to take better decisions 
in the market which at present is control¬ 
led by a few monopolistic buyers. 


Necessity for Grading 

There is an urgent necessity of grading 
this commodity at the level of gro¬ 
wers, if its marketing is to improve and 
help growers get a reasonable price. At 
present grading is not generally adopted 
due to uneconomical size of holdings, 
unscientific farm practices and lack of 
credit. Absence of a grading system has 
come in the way of Government's action 
in fixing minimum prices. It is suggested 
that a grading system on scientific lines 
should be adopted at the grower-level 
so that enforcement of minimum prices 
for different grades can be enforced. 
Only grading for export market has 
been made compulsory. 

The market for FCV tobacco has a 
close and inseparable nexus with ciga¬ 
rette industry which is oligopolistic in 
nature with just lour firms controlling 
about 80 per cent of total production of 
cigarettes in the country. 

These big cigarette firms control prac¬ 
tically all operations concerning leaf 
tobacco industry by establishing verti¬ 
cal integration. 

According to the author, this calls 
for measures that would improve inten¬ 
sity of competition in the market. The 
suggested measures are: improvement in 
holding power of FCV tobacco growers 
which can be accomplished by making 
credit facilities available to them; pro¬ 
viding trade credit to small tobacco 
traders; and canalising exports through 



publid agencies like the Tobacco Board 
and the State Trading Corporation. 

With the above steps and with the 
adoption of a grading system at the gro¬ 
wer-level, it should be possible to ensure 
minimum prices and market for scienti¬ 
fically graded FCV tobacco. The Tobacco 
Board which was established in 1975 
should take urgent steps along lines sug¬ 
gested above. 

Not much literature is available in the 
country on Indian tobacco and its various 
problems. This book has ably filled the 
gap and the author has suggested mea¬ 


sures which, if adopted, would enabh 
tobacco plantation to make rapid prpjj* 
ress and enable tobacco growers it, 
Andhra Pradesh in particular and l$ A 
India in general to raise their prodttj^ 
tivity, improve quality of their produ<$ 
earn high and steady income and enab$ 
the country to earn more foreign '<$($ 
change. It is unfortunate that oilseeB| 
and tobacco both of which have ye 
high potential, in domestic as well as 
export market, have continued to ‘I 
neglected for long by oi'r planner^ 
policymakers. 


Industrial Licensing 


A Guide to Industrial Licensing in India 

Iyengar Consultancy Services, P.0 
Price Rs 90. 


In a mixed economy like ours, it is 
essential that all the legal aspects of in¬ 
dustrial working are not only thoroughly 
understood but also subjected to analy¬ 
sis and review from time to time. We 
have a very wide variety of legislation to 
regulate and control the working of 
industries, of which the Industries (Deve¬ 
lopment and Regulation) Act is the most 
important. The book, A Guide to Indus¬ 
trial Licensing in lndia 9 seems to be a 
pioneering attempt in comprehensively 
dealing with several important legal 
issues that arise in the interpretation of 
the provisions of the act. 

This book, besides giving the text of 
Industries (Development and Regulation) 
Act, 1951 and Registration and Licens¬ 
ing of Industrial Undertaking Rules 
1952, provides Appendices to include 
Industrial Policy Resolutions and state¬ 
ments, press notes and notifications 
issued from time to time. 

A major emphasis is laid on 
an analysis and appraisal of the 
industrial licensing system (covered 
in part-1). The whole system of 
industrial licensing has not only been 
thoroughly discussed in its historical 
perspective but has also been analysed 
in depth. The procedures have been ex¬ 
plained, reviewed and evaluted. Two 
important topics, viz, “Foreign Colla¬ 
borations” and “Import Regulations” 
have been separately dealt with. Another 


: Edited by V. P. Arya; Published Jjj 
Box 2817, New Delhi-110 060; Pp : 

Reviewed by Satish Agarv 

key area “Small Scale Industries” coiS 
ing Government policy, validity of Ten' 
vation etc. has also been thoroughly dg§| 
with. Some thought provoking questif 
have been raised and answered too. 

The possibilities of conflicts arising) 
to existence of various pieces of legi| 
tion have been discussed with explg 
tions. Relevant lei ms and definiti <3 
common as well as ambiguous, have 1 
defined and elaborated. In a nutshell^ 
whole subject has been aptly handled 
totality, making this book a 4 mu$t* ;|| 
the executives, managers and legal $ 
suitants dealing with our induatlj 
licensing system. 

Books Received 

Economic Development : V.S, Mi 
Kalyani Publishers, 4863/2 Bharat 
Road, 24, Daryaganj, New Delhi-110 
Pp 141; Price Rs 38. 

Everybody Can Get a Job : Dr G. 

IBH Publishing Company, 412Tul| 
Chambers, 212 Backbay ReclaindU 
Nariman Point, Bombay-400021$J 
227; Price Rs 30, |jj 

Democracy in Search of EtjU^ 
Barbara R. Joshi; Hindustan Publish! 
Corpn., 6 U.B. Jawahar Nagar, 
Delhi-110007; Pp 200; Price not sh< 
Science and Technology Policy—Pti 
rities of Governments : C.A. Ti 
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Sfcapman & Hall Ltd, 11 New Fetter 
e, London EC4P 4EE; Pp 222; Price 
iot shown. 

Managers and Workers in Engineering 
vdustries: Pramod Vcrma; Academic 
ook Centre, 10 Walkeshwar, Ambawadi, 
^ftmedabad-380 015; Pp 141; Price Rs 

Handbook for Writers and Editors : S. 
rinivas Kao, Academic Book Centre, 
hmedabad-380 015; Pp 123; Price 
.s 25. 

Profile of Labour : Pramod Vcrma; 
Rcademic Book Centre, Ahmcdabad- 
$80015; pp 139; price Rs 35. 


Change Agents in Family Welfare : 
Pramod Verma & TV Rao; Academic 
Book Centre, Ahmedabad-380 015; Pp 
125; Price Rs 15. 


impact of Economic Development on 
Industrial Relations: Pramod Verma; 
Academic Book Centre, Ahmedabad- 
380015; Pp 166; Price Rs 20. 


international Marketing Management: 
R.L. Varshney and B. Bhattacharyya; 
Sultan C hand & Sons, 23, Darvaganj, 
New Delhi-110002; Pp 484; Price R* 
25. 

Economic Planning : Mamatha Patunkar; 


Sultan Chand & Sons, <23 Diryaganj, 
New Delhi-110002; Pp 558; Price Rs 
22.50. 

Capital Issues: The Law and Metho¬ 
dology: K.R. Javeri, 26F Napean Sea 
Road, Bombay-400 036; Pp 134; Price 
Rs 60. 

The India of Our Dreams: MV. 
Kamath: India Book House, Himalaya 
House, 23, Kasturba Gandhi Marg, New 
Delhi-1; Pp 220; Price Rs 25. 

Business Law Computer: S. Vedantha 
Desikan; 6 V.V. Koil Street, Madras- 
600086; Annual Subscription Rs 225. 







Potential for Leather Footwear Industry 


Leather footwear industry has a special 
significance in India as it provides em¬ 
ployment to more than 10 lakh families 
mostly belonging to the weaker sections 
of society. India ranks first in over-all 
cattle resources and fifth in hides and 
skins availability in the world. As such, 
the leather industry has good growth 
potential. This industry has also became 
an important souiceof foreign exchange 
earning. 

There are at present 10 units in the 
organised sector with a total installed 
capacity of 208.03 lakh pairs per annum. 
Apart from this four units have been 
issued industrial licences for the manu¬ 
facture of leather footwear for a total 
capacity of 33.50 lakh pairs with export 
obligation ranging from 75 per cent to 
100 per cent. Four units have also been 
issued letters of intent for the manufac¬ 
ture of leather footwear a total capacity 
of 31.50 lakh pairs with export condi¬ 
tion of 100 per cent. Thus the present 
installed and licensed capacity addsupto 
273.03 lakh pairs in the organised sector. 
The break up is: existing units in the 
organised sector 208,03 lakh pairs, addf 
tional licensed capacity 33.50 lakh pairs 
and capacity further unproved (letters of 
intent issued) 31.50 lakh pairs. 

The production of leather footwear 
in the organised sector during the last 
few years has been as under ‘ 


Year 

In lakh pairs 

1973-74 

146 

1974-75 

138 

1975-76 

154 

1976-77 

157 

1977-78 

131 

1978-79 

130 

1979-80 

131 


The production of leather footwear 


in the organised sector is more or less 
constant and th^re is practically no in¬ 
creasing trend. The production during 
1977-78 and 1978-79 was on the lower 
side, due to adverse industrial relations 
in the industry. The overall capacity 
utilisation during 1979-80 works out to 
less than 70 per cent. 

The import of leather footwear is 
banned. Leather footwear is a highly 
export oriented industry. The exports 
of leather footwear by the organised se- 
loi during the last few' years has been as 
under: 


Year 

Value 
(In Rs Lakhs) 

1973-74 

1,042 

1974-75 

r 1,603 

1975-76 

1,910 

1976-77 

3,003 

1977-78 

| 1,746 

1978-79 

| 2,336 


The development of leather footwear 
stands reserved for the small-scale sector. 
Leather Shoes, Leather Shoe Upper 
Closed, and Leather Sandals and Chap- 
pals, have been brought under the list of 
industries which are exclusively reserved 
for development in the small-scale sector.* 

Theie is ordinarily no scope for crea¬ 
tion of additional capacity in the organi¬ 
sed sector. However, in line with the 
Government's policy of encouraging ex¬ 
ports of leather footwear and other leather 
products schemes envisaging 100 per 
cent exports, less rejections not exceed¬ 
ing five percent, are being considered on 
merits for issue of industrial licences. 

The organised sector has an important 
role to play in the proper development 
of cottage and small-scale units by as¬ 
suming responsibility for providing tech¬ 
nical know-how, quality inputs and mar¬ 


keting outlets abroad, foreign col%i 
boration is being considered for lQfij 
per cent export-oriented proposals 
the manufacture of leather footwear. ] 

The main raw material for footweaj 
industry is finished leather and adequa^l 
capacity for manufacture of finished 
leather from semi-finished hides anq 
skins has already been created in 
country. Small quantities of crinde.^ 
shoe dressing material required for tl&si 
manufacture of leather footwear 
however, being permitted for imp< ' 
under OGL. 

The Government has taken a numl 
of measures with a view to increasi 
availability of leather in the domest 
market. Export of semi-finished leath$ 
was brought under quota system and 
quota for export of semi-tanned leathli 
was reduced. Similarly, steps have bfpj 
taken for conversion of available selto$ 
finished leather indigenously into finish^ 
leather. Again, with a view to helpiqX 
small tanners, the Government has et$ 
couraged setting up of common facility 
centres. Imports of machinery, etc. tffi 
quired for the manufacture of fmishfi 
leather and leather goods is permitted 
under OGL to actual users. Similar! 
imports of raw hides and skins dp 
important vegetable products suc&$ 
wattle extract continue to be under OGJ* 


NOTICE 
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Problems and 



! 1. The Sugar Industry has, 

‘year after year, steadily gone 
ttfown. Over 60% of the units 
;are sick by all accepted 
'Standards. Over the years 
ithey have moved from the 
(joint stock into the State or 
[the Central sectors but they 
Continue to be sick. In many 
teases they got sicker. 


2. The cooperative sector 
jjwith more modern equipment 
land of recent origin is scarcely 
ibetter. According to the 
[Chairman of Maharashtra 
lajya Sahakari Sakhar Kar- 
:hana Sangh Ltd., 35 new 
Cooperatives in that State are 
mlso sick and have a carry-for- 
[ward loss of over Rs 45 crores. 
51 cooperatives are reported 
lo have defaulted on their 
obligations to Financial Insti¬ 
tutions. This is despite crores 
bf Rupees having been doled 
but in one form or the other 
by the State Governments. 


3. What have been the 
auses of such sickness is 
Odecd a question that should 
lave troubled the minds of all 
Concerned particularly that of 
lie Government, since ti e 
industry is fettered with all- 
embracing regulations and 
lontrols, some applied by law 
|nd others—like the State 
governments determining the 
Sane prices-without the sanc- 
|on of law. While the situa- 
u>n has been drifting year 
Sfter year, it is indeed a matter 
if regret that there was no 
erious effort on the part of 
.ie authorities to remedy it 
^rlicr on. 


* 4. It is for the first time 
lat some action has been 
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initiated in that the need for the cost figures and less red caution has to be taken that 
assistance to old and smaller ink when the calculations are the new capacity created 
units has been recognised who made, is imperative. yields the desired production 

have been allowed an addi- and it does not remain idle, 

tional levy price. The deci- 7. The other factor causing and does not make the neigh- 
sion of the Government to sickness in the Industry is the bowing factory idle, 
constitute a Development inadequacy of cane develop- 

Fund for rehabilitation, menl activities specially in the 9. Sugar cane production in 
modernisation and cane deve- North where the State Govern- 1980-81, according to Govern- 
lopment purposes is also a ments, according to expert ment figures was 152 million 
step in the right direction, bodies like the Sen Commis- tonnes, equal to the crop in 
While these measures arc s * on * have failed to provide 1978-79 when we produced 
indeed of great significance to tlie necessary infra-structure. 58.4 lakh tonnes with an 
the Industry and should help As recommended by another installed capacity of 59 lakh 
its stabilisation in future ex Pert body, Pasricha Com- tonnes. Last year the capa- 
years, there is yet a variety of mittee, to accelerate cane deve- city had increased to 63 lakh 
factors which need wgent lopmcnt activities effective tonnes. The cane was there, 
consideration if further spread Participation of the Industry The capacity was there. Yet 
of sickness in the Industry has be ensured by appropriate we produced only 51.4 from 
to be avoided, measures. the same quantity of cane. 

. We should, on a safe reckon- 

5. The most important Indiscriminate licensing j n g ? have produced 63. We 

problem has been that of cane of new units inclose proxi- t hus lost 12 lakh tonnes 
price for which the Bhargava m,t y cx,st ing units SU g ar The that would 

Commission evolved a long without and regard to the have produced this additional 
term solution in the shape of availability of cane is yet SU g ar was turned into gur and 
the Bhargava formula, which another and perhaps the most ^handsari. 40% of the sugar 
was a more updated form of significant factor spreading jn case was consigned to 
the old Kidwai concept of sickness. As a result, while f ire ^ use( j as f ue j with such 
basically changing the rela- the number of units over the additional sugar output we 
tionship between the cane y ears k as 8 one U P> the crus h would have not only avoided 
grower and the factory from P er unit k aS come down V T ° m sugar imports which cost the 
confrontation to partnership, gressively. The problem is Exchequer Rs 100 crores in 
Unfortunately, State Govern- that tlie State Governments f orc jg n currency, but exported 
ments have vied with one are v ^ n £ w * t b eac b other for at i east 5 hikh tonnes earning 
another in killing this concept, sponsoring more and more f orc jg n exchange of approxi- 
They continue to enforce un * ts ma inly on political ma t e Iy Rs 250 crores. 

State -advised” prices with- considerations. All the 10 

out any regard to the paying Joint stock units in Maha- 10 . In the current season 

capacity of the Industry, rashtra, which were known 1981-82, most State Govern- 
Unless this basic lacuna is ^ or efficiency, have been ments announced cane prices 

remedied and the Bhargava rendered sick because of the even before the levy prices 
formula is allowed to operate, l° cat i°n of new units in their were announced. Under the 
it would be difficult to ensure close proximity. The sick- circumstances it is the normal 
economic viability to the ness is fast spreading amongst duty of the Central Govem- 

Industiy on a long term basis. { ^ c newer cooperative fac- ni ent to maintain free market 

tories installed in the State prices at which the Industry 

6 . It is equally important an d also in other States. This a bi e to get a return deter- 

that the Industry is assured of will only add to inflationary m i n ed by the High Level 

an economic price structure, pressures in our economy. Committee. Government after 
A more liberal attitude with Undeniably, adequate pre- Government have acknow- 
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of a buffer stock to guard 
against future shortfalls in 
production. Way back in 
1965, the Sen Commission 
quantified the figure as 12 
lakh tonnes against the total 
production of 35 lakh tonnes; 
30% of the production. The 
modalities of this buffer need 
to be finalised without delay 
since it involves godown space, 
bank finance (including the 
finances for building storage 
space if founa necessary) and 
other factors which cannot be 
improvised at short notice 
with all the will in the world. 

11. It is heartening that wo 
have again resumed exports. 
All we seem to have succeed¬ 
ed in doing so far is that our 
lapses of the past have been 
condoned. There is need for 
India to take the initiative 
and build up a momentum to 
bring about some basic 
changes in the International 
Sugar Agreement. There *is 
need to provide for a global 
buffer, with effectiveness in it. 

12. A suitable scheme of 
excise rebate concessions on 
late crushing be finalised and 
announced soon. The scheme 
be made broad based by re¬ 
cognising the nil base, failing 
which a vast majority of the 
factories will not be able to 
avail of the concession and 
the orderly disposal of surplus 
cane may pose a serious pro¬ 
blem. 

13. The Sugar Undertakings 
(Taking Over of Management) 
Act 1978 was passed with the 
specific objective of main¬ 
taining production and for 
avoiding undue hardship to 
cane growers. It has, indeed 
taken us by great surprise, 
when the Government amend¬ 
ed the said Act extending the 
period of take over by further 


been 

applied uniformly. However, 
now that the Act has been 
extended, it is hoped that it 
will be applied judiciously and 
for minimum possible period, 

14. In order to encourage 
new units and expansion pro¬ 
jects, the Government of India 
have announced a scheme of 
incentives for them. However 
undue delays are taking place 


i& lie processing of incentive 
claims because a highly time 
consuming procedure has been 
laid down. In so far as the 
new factories are concerned, 
Government is permitting 
incentive releases on a provi¬ 
sional basis. Similar treat¬ 
ment be given to expansion 
projects by allowing incentive 
releases on a provisional basis 
pending finalisation of the 


cases. In case however this 
is not found feasible, it be¬ 
comes imperative that the 
expansion cases are finalised 
preferencially and as expedi- 
tiously as possible, by simpli¬ 
fying the procedure. 

(Adopted from the Presidential 
Address of Shrj D.D. Puri, delivered 
at the 48th A.G.M. of the ISMA 
held at New Delhi on 3rd February* 
1982). 
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Indian Oxygen Limited 


Chairman's Statement 



RUSSI MODY 

The following is the Statement 
made by Mr Russi Mody, Chair¬ 
man, Indian Oxygen Limited , at 
the Forty-seventh Annual General 
Meeting of the Company held on 
9 February 1982 

The Annual Report for the 
year 1980/81 has been with you 
for some time. I don't have much 
to add. In my statement last 
year I had said that we could 
look forward to more prosper¬ 
ous years ahead The 1980/81 
results have, I hope, set the 
trend for future achievements 
by the Company. All ot you 
must be happy with the perfor¬ 
mance for the year, the total 
dividend recommended and the 
proposal for the issue of bonus 
shares to be considered at the 
Annual General Meeting 
* 

Mr M A Sreenivasan is 
known to many of you He is the 
only one still with us from 
amongst the distinguished 



gentlemen who comprised the 
first Board of the Company on 
its conversion into a public 
limited company in 1958. In his 
capacity as a Director and later 
from 1975 as the Vice-Chairman 
of the Board in all the 25 years 
of his association with the 
Company he has made very 
useful contribution both inside 
and outside the Board Room. 
Mr Sreenivasan has decided not 
to seek reappointment on his 
retirement by rotation at the 
Annual General Meeting. Mr 
R C Hcskclh-Jones joined the 
Board of the Company in 1988 
and until his resignation from 
the Board on 10th February 1981 
following his retirement from 
executive offices in The BOC 
Group has been a great source 
of help and guidance for the 
Company We shall ail miss 
these two veterans. I wish to 
record our deep appreciation of 
the very valuable services both 
of them have rendered to the 
Company. 

Mr Ray Bowdery joined the 
Board on 23rd March 1981 and 
this is the first Annual General 
Meeting of the Company he is 
attending He brings with him 
great experience in the field of 
industrial gas business through¬ 
out the globe and I extend a 
warm welcome to him. 

The performance of the 
Company in 1980/81 can easily 
lead to complacency. I, how¬ 
ever, do not see any scope for 
that The rate of additional 
investment in productive assets 
and consequently the rate of 
growth of the Company has to 
be accelerated for achieving 
sustaining satisfactory results. 
Your Board »:> fully conscious of 
the challenge before it and a 
number of proposals have been 
developed for increase in the 


Company's activities. Some of 
these proposals are under active 
consideration of the Govern¬ 
ment. In the meantime a sub¬ 
stantial breakthrough in the 
field of Cryogenic Plant has 
been achieved by securing 
orders for two 250-tonne Oxy¬ 
gen Plants for the TISCO 
modernisation. Work on this 
project is progressing well. A 
project for building a new 
R & D Centre near Calcutta at a 
distance of about 15 kms 
from Oxygen Hou r ? has been 
taken up in hand. The first 
phase of the project is due to 
be completed before the end of 
this year when we shall not 
only be able to improve on our 
already worthwhile performance 
in R & D, we shall also be able 
to undertake R & D work of 
relevance to other companies 
in The BOC Group particularly 
for the companies in the third 
world countries. 

In our country today no in¬ 
dustrial unit or business can 
function divorced from the eco¬ 
nomic realities of the times and 
therefore it is necessary to say 
a few words about this. Last 
year has seen some further 
encouragement of the industrial 
sector. The laws of economics 
so long neglected are once 
again putting pressure on the 
policies governing industry and 
development. Let us hope that 
the more realistic trends notice¬ 
able in the attitude of the 
Government towards industry 
will be accelerated in the years 
ahead and that industry will be 
allowed to get along with its 
primary function of producing 
goods for the country in ever 
increasing measure Enlightened 
entrepreneurs have a great deal 
to contribute towards tne nation's 
prosperity and Government 
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should encourage rather than 
inhibit them. 

Our growth, both in the 
pubiic ana private sector, more 
so in the latter, is still being 
inhibited by a plethora of con¬ 
trols and an out of date bur¬ 
eaucracy whose thirst for ad¬ 
ministering these controls is 
insatiable. It would be difficult 
to single out any one control as 
being more inhibiting than 
others, but I think I would not 
be far wrong if I were to single 
out the MR TP Act as one pos¬ 
sibly more responsible than 
others So far the only restric¬ 
tion this Act has been able to 
impose is on the economic pro¬ 
gress of the country and the 
sooner this is realised the better. 
Speedy action under the law 
should take care of irresponsible 
entrepreneurs and not controls, 
permits and licences. 

Although I have always been 
an advocate of a fair deal for 
labour and have strongly suppor- ^ 
ted labour's right to strike, after 
all other avenues have been ex¬ 
hausted,! cannot but lend strong 
support to the legislative action 
taken by the Government to 
control disruption in industrial 
activity, especially in the core 
sector. Whilst businessmen, in¬ 
dustrialists and managers must 
not take unfair advantage of this, 
labour leaders must also realise 
that by unrealistic demands and 
frequent interruption of work, 
they should not be allowed to 
sacrifice the interests of the 
country. 

However, a lot remains to be 
done. We can never really 
achieve the economic heights we 
desire unless we first stop fool- * 
ing ourselves. Day after dav the 
newspapers carry stories how 
targets have been reached and 
records have been broken in the 
fields of industrial activity. 
What is not made clear how¬ 
ever is the manner in which 
these targets are set and by 
whom. Surely in a poor country 
like ours, which can ill afford the 
thousands of crores which are) 

tt i 1 


being spent on industrial deve¬ 
lopment, the only target to be 
achieved should be the installed 
capacity of the unit. Anything 
less than that is not an adeq¬ 
uate return on the investment 
made. It grieves me to see the 
thousands of crores being plan¬ 
ned as further inputs into indus¬ 
tries without the existing 
capacities being utilised to the 
maximum. 

In my statement last year I 
had mentioned about the Com¬ 
pany's intention to undertake 
certain community welfare acti¬ 
vities. As a first step in this 
direction two mobile clinics 
have been put in service in 
Calcutta. These vans are equip¬ 
ped for clinical examination and 
diagnosis by qualified doctors, 
supply of general medicines and 
simple surgery to start with. I 
hope this effort will be a fore¬ 


runner of greater efforts by all 
of us to mitigate the suffering of 
the poorer sections of our 
society. 

Everything that a company 
achieves is due to its men. In 
this we have indeed been fortu¬ 
nate. Our workers, supervisors 
and officers have displayed a 
high sense of responsibility and 
zeal in the performance of their 
duties and these have led to the 
excellent results obtained. I am 
quite sure the shareholders 
would join the Board in thanking 
and congratulating them on 
their efforts. 


Calcutta 
9 February 1982 

Note: This docs not purport to 
he a record of the proceedings of 
the meeting. 


HIGHLIGHTS OF PERFORMANCE 



Year ended 
30 Sept 

1981 

Year ended 
30 Sept 
1980 


Rs lakhs 

Rs lakhs 

SALES 

7794 

6190 

PROFIT BEFORE TAXATION 

960 

455 

PROVISION FOR TAXATION 

625 

260 

PROFIT AFTER TAXATION 

335 

195 

DIVIDEND DISTRIBUTION 

164 

123 

EARNINGS PER SHARE 

Rs 4.08 

Rs 2.38 

DIVIDEND PER SHARE 

Rs 2.00 

Rs 1.50 







STATE OF THE 
ECONOMY 


Improvement in Port 
Facilities 

The Min:siry of Shipping and 
Transport has formulated poli¬ 
cies for improvement of major 
ports. For the first time after 
October 1977. the congestion 
at all the major ports dis¬ 
appeared from April-May, 
1980. Except Bombay all the 
ports are novV free from 
congestion surcharge. The 
congestion in Bombay port 
reappeared in March-April, 
1981 because of a twenty-day 
strike towards the end of 
February, 1981 by the emp¬ 
loyees of forwarding and 
clearing agents. Bombay 
port is designed to handle 
about 6 million tonnes of 
general cargo (other than 
POL) but presently the port is 
working at a saturation point 
and it actually handled 8.5 
million tonnes during 1980-81. 
There is no cushion in the 
dock system to expand the 
facilities to cope with the 
increasing traffic demands, ft 
is now proposed to take up 
the development of Nliavu- 
Shcva Port across Bombay 
Harbour to ease the position 
in Bombay port. 

Madras port has completed 
100 years of its eventful exis¬ 
tence and has celebrated its 
Centenary by setting an ambi¬ 
tious target of handling 12 
million tonnes of cargo during 
the current financial year 
against 10.45 million tonnes in 
1980-81. In the first 7 months 
(April to October) the port has 
already handled an average of 
one million tonnes of cargo 
per month. A number of 
development schemes have 
been sanctioned lo make this 
port one of the best equipped 
ports in the country. The 
port has provided a capital 
outlay of Rs 54.18 crore on 
various schemes which have 


been planned for execution 
during the 6th Plan period. 

In the Sixth Five Year Plan 
(1980-85), greater emphasis 
has been laid on moderni¬ 
sation of the existing port 
facilities and construction of 
additional berths to meet the 
expanding needs of the coun¬ 
try. A sum of Rs 531 crorc 
has been provided for this 
purpose. Rs 177 crorc will be 
spent on continuous schemes 
and Rs 354 crore arc earmark¬ 
ed for new schemes. In the 
last one year or so a number 
of schemes involving an out¬ 
lay of 150-200 crore rupees 
have been sanctioned. 

When the above projects and 
the proposals still under consi¬ 
deration are completed 17 
berths will be added and the 
cargo handling capacity of the 
10 major ports will increase 
by 30.25 million tonnes by end 
of 1985-86 i.c. from 101.31 
tonnes to 131.56 million 
tonnes. 

In keeping with the world 
trend the container traffic in 
India has been growing steadily 
during the last few years. As 
against only 4353 containers 
handled by the major Indian 
ports in 1975-76 the number 
has risen to over 1.40 lakh 
containers in 1980-81, of these 
Bombay port alone accounts 
for over one lakh containers. 
The figure for the first seven 
months of the current financial 
year (April to October 1981) 
indicate that the ten major 
Indian ports are now handling 
over 15,000 containers per 
month. 

Perspective Plan for 
Airports 

The International Airports 
Authority of India (IAAI), 
a public sector unit of the 
Ministry of Tourism & Civil 
Aviation, has drawn up a 10- 
Year Perspective Plan for 



national airports at 
Bombay. Calcutta and Madras. 
The plan, estimated to cost 
Rs 400 crores, covers the 
period 1980-90. On comple¬ 
tion it will increase the ope¬ 
rational and passenger areas 
and will also add to the facili¬ 
tation equipment at the air¬ 
ports. 

IAAl has, since its inception 
in 1972, invested a capital of 
Rs 80.43 croies at the four 
international airports of which 
Rs 11.51 crores were spent on 
equipment and Rs 68.92 crores 
on expansion works. The 
airport at Bombay accounted 
for Rs 34,95 crores followed 
by Delhi Rs 28.75 crores, 
Madras Rs 8.84 crores and 
Calcutta Rs 7.89 crores. The 
four international airports 
handled a traffic load of 107 
lakh passengers and about 
1,90,000 metric tonnes of 
international cargo during 
1980-81. Projections of tra flic 
at these airports in 1985-86 
arc 213 lakh passengers and 
over 3 lakh metric tonnes of 
international cargo. 

The airport at Bombay will 
be handling 63.3 lakh inter¬ 
national and 45.6 lakh domes¬ 
tic passengers in 1985-86. The 
airport at Delhi will be equip¬ 
ped to handle 30.9 lakh inter¬ 
national and 28.9 lakh 
domestic passengers. Airports 
at Calcutta and Madras will be 
geared up to serve 4.6 lakh 
and 3.5 lakh international and 
21.2 lakh and 15 lakh domestic 
passengers respectively. 

Public Sector 
Under-takings 

Public sector undertakings 
under the Department of 
Industrial Development pro¬ 
duced goods valued at Rs 
2942.92 lakhs being 100.05 per 
cent of the target ol Rs 
2941.18 lakhs dunng Decem¬ 
ber 1981. This shows an 
increase of 42.09 per cent over 
that of December 1980 (Rs 
2071.03 lakhs). The monthly 
production excludes produc¬ 
tion of Hindustan Salts Ltd, 
which is engaged in a seasonal 
industry and whose produc- 
* tion is valued at Rs 1.53 


The cumulative production 
during the nine months of the 
current year (1981-82) was 
valued at Rs 21900.76 lakhs, 
97.13 per cent of the target of 
Rs 22547.23 lakhs. This was 
48.75 per cent higher than 
the production of Rs 14722.98 
lakhs in the corresponding 
period last year. Following arc 
the details of some of the 
public sector undertakings 
in terms of the targetted levels 
of production, actual produc¬ 
tion and percentage achieve¬ 
ment during the month under 
review: 

Cement Corporation of India 
Ltd: The production of Rs 
468.26 lakhs in December 
1981 was 115.28 per cent of 
the largct ofRs 406.16 lakhs. 

It was 170.90 per cent higher 
than the production of Rs 
172.85 lakhs in December 
1980. The cumulative pro¬ 
duction during the nine 
months of the current year 
(1981-82) has been valued at 
Rs 3359.63 lakhs, 91.64 per 
cent of the target of Rs 
3666.07 lakhs and 119.07 per 
cent higher than the produc¬ 
tion of Rs 1533.57 lakhs in 
the corresponding period last 
year. 

National Instruments Ltd: 

The unit is manufacturing 
various types of instruments. 
The production during the 
month has been of Rs 30.68 
lakhs, 113.16 percent of the 
target of Rs 27.11 lakhs and 
29.88 per cent higher than the 
production of Rs 23,62 lakhs 
in December 1980. Cumu¬ 
latively, the production during 
the nine months has been of 
Rs 244.34 lakhs, 105.13 per 
cent of the target of Rs 232.41 
lakhs and 35.63 per cent 
higher than the production 
of Rs 180.15 lakhs in the 
corresponding period last year. 

Cycle Corporation of India 
Ltd: The production during 
the month has been of Rs 
139.00 lakhs, 112.09 per cent 
of the target of Rs 124.00 
lakhs and 33 65 per cent 
higher than the production of 
Rs 104.00 lakhs in December 
1980. Cumulatively, the pro¬ 
duction during the nine 
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been of R$ 1248.00 lakhs, 

110.44 per cent of the target 
of Rs 1130.00 lakhs and 55.80 
percent higher than the pro- 
duction of Rs 801.00 lakhs in 
the corresponding period last 
year. 

Hindustan Cables Ltd : The 

production in both Rupnarain- 
pur and t Hyderabad units 
during the month has been of 
Rs 884.28 lakhs, 100.61 per 
cent of the target of Rs 878.91 
lakhs and 80.82 per cent 
higher than the production of 
Rs 468.31 lakhs in December, 
1980. Cumulatively, the pro¬ 
duction during the nine months 
has been of Rs 5949.95 lakhs 
93.00 per cent of the target of 
Rs 6398.04 lakhs and 61.59 
per cent higher than the pro¬ 
duction of Rs 3681.95 lakhs in 
the corresponding period last 
year. 

Instrumentation Ltd: The pro¬ 
duction both at Kota and Pal- 
ghat units during the month 
has been of Rs 250.80 lakhs, 
100.32 per cent of the target 
of Rs 250.00 lakhs and 42.38 
per cent higher than the pro¬ 
duction ofRs 176.30 lakhs in 
December 1980. Cumulatively, 
the production during the nine 
months has been of Rs 1920.71 
lakhs, 1 J0.19 per cent of the 
target of Rs 1743.00 lakhs and 
29.87 per cent higher than the 
production of Rs 1478.86 lakhs 
in the corresponding period 
last year. 

Tobacco Floor Price 

The Union Government has 
approved the recommendations 
of the Agricultural Prices Com¬ 
mission for a support price for 
farm grade F-2 YFC (virgine 
flue cured) tobacco for 1981- 
82 crop to be marketed in 
1987 at Rs 8.50 per kg for to¬ 
bacco grown in light soil. This 
is against the existing price of 
Rs 8.25 per kg. 

The Government also fixed 
Rs 8 per kg (as against Rs 7.75 
per kg) for tobacco grown in 
black soil. The support price 
for other variety of tobacco 
will be determined in the light 
of normal market price diffe¬ 
rential. 

This decision has been taken 
keeping in view the cost of 
production and transportation 


dehrnad and 
supply. It also takes into con¬ 
sideration the need for en¬ 
couraging VFC tobacco culti¬ 
vation in light soil. 

Industrial Relations 
Panel 

The Union Government has 
set up a committee to examine 
the Central Industrial Relations 
Rules with a view to expediting 
procedures. 

Meanwhile, the State Labour 
Departments have been asked 
to set up industrial relations 
monitoring cells, strengthen 
their conciliation and adjudi¬ 
cation machinery., and also set 
up labour information gather¬ 
ing cells. 

However, a few State 
Governments like Maharash¬ 
tra, Madhya Pradesh and 
Rajasthan have set up com¬ 
mittees to expedite procedure 
before labour courts. The 
Centre has also circulated the 
Maharashtra report to all the 
State Governments for their 
consideration. 

Apart from this, with a view 
to strengthening industrial rela¬ 
tions machinery three new posts 
of Regional Labour Commis¬ 
sioners have been created at 
Chandigarh, Gauhati and Ban¬ 
galore. Eleven posts of Assis 
tant I abour Commissioneis 
have also been created. There 
is a move to create more 
labour courts so that adjudica¬ 
tion cases can be expedited. 

With the setting up of five 
industrial committees for 
industries like plantations, 
cotton textiles, jute, chemicals 
and engineering, the Centre is 
examining the need for calling 
the Indian Labour Conference. 

Prices of Metals 
Reduced 

The official pricing commit¬ 
tee for the fixation of consu¬ 
mer prices for non-ferrous 
metals marketed by MMTC 
has reduced the prices of five 
imported metals, while raising 
the prices of nickel by as much 
as Rs 2.40 lakh per tonne. 

The new prices, which cainc 
into effect from February 1, 
envisage a sharp reduction 
of Rs 5,000 per tonne in the 
case of tin to Rs 2.35 lakh per 


tonne from the earlier price of 
Rs 2.40 lakh per tonne. 

The committee has reduced 
the prices by Rs 500 per tonne 
each in the case of electrolytic 
copper wire bars to Rs 30,800 
per tonne and continuous cast 
copper wire rod to Rs 37,300 
per tonne. 


trolytic high grade seine at 
16,700 per tonne and special ( 
high grade zinc at Rs 16,800 | 
per tonne stand reduced . by 
Rs 300 per tonne each. 

While the prices of pig lead 
remain unchanged, the prices 
of nickle squares, cathodes, : 
pellets and Nickel briquettes, 
stand raised to Rs 87,000 and 


Likewise the prices of elec¬ 


DEPARTMENT OF ATOMIC ENERGY 

Directorate of Purchase and Stores 


On behalf of the President of indin, the Direi'tor, Directorate of Purchase 
and Stores, Department of Atomic Energy, Bombay-400 001 invites' 
tenders as detailed below : 

1. DPS : HWP : ELK , 1259 due on 24.2.82. Multi co.c solid copperff 
conductor. HR, PVC insulated, evtiuded PVt nmei sI.cm ilier, copper Jl 
tape screened, PVC bedded galvanised steel wire aimourcd and overall PVOi 

shenthed rnntinl r.nnfoiminn i<, - l i ,.wi .... ....... 


‘1 


I —. * > ' v a . V. ... IV. - - 

sheathed connol cables confoiming to IS : 1554-Pi. I and as per tender 
specification. 18 KM. 

2. DPS ; BAKC IKE : 4022 due on 12 3 82. Con boiled linic spray 
developer unit for developing exposed photo-sensitive coated printed circuit 
boards as per purchaser’s specification. 2 Nos, 

2. DPSiRRC: POL : 131 due on 15 3.82. txpoxy Paints-53001 
Lilies and Thinner -520 Litres. 

4. DPS : BARC : IKE ; 4038 due on 22 3 82 Electronic platforms 
balance having weighing range of 4,000 gms. readability ol 0 J gin with 
accessories as per purchaser’s specific:!iron. 1 No. 

5. DPS : NAPP : PPED : MlA : 60 due on 24.3 82. Temperature 
Recorders with 6 and 12 points. II Nos, 

6. DPS : BARC"; IEE ; 4034 due on 24.3.82: Single Pen X-Y r recorder 
having response time equal to or bericr than 0 5 sec as per purchaser’s i 
specification. 1 No. 

7. DPS : BARC : IEE : 3J49 due on 29. i 82. Sibata rapid surfaced 

area measuring appamlus as per purchaser's specification 1 No. ' 

8. DPS : BARC : IEE : 4U54 due on 29 3 82. A low cost capacitance . 
manometer system for the measurement of absolute vacuum in the ranged 
as per purchaser s specification. Psvo scusoisq. | electronic control unit. "H 

9. DPS : BARC : MlA : 15946 due on 30.3.82. Ditect Reading pH 
meter. Digital range 0.00 in J 1.99 m .01 pH units, Accuiacy ± Of pH ■ 

3 Nos. 9 

10. DPS : KAPP (PPED) : MTL : 24 due on H.3 82. Manufacture; „ 

inspection, testing, tropical export packing & guarantee of cupronickel 
plates, baffle plates and lie rods & sliding rods as pci lender specific**'' 
tion. Qty. 394 Nos. 1 ;; 

11. DPS : NFC : FUR : 103 due on 1.4.82. Procurement of mild:-I 
steel sections, submission of detailed labiicjiion drawings & fabrication of< 
‘U* type storags racks as per draw ng and tendei specifications. 42 Nos. $ 

12. DPS : PPED : MTL : 24 due on 2 4.82. Manufacture, inspection! 

testing & supply of aluminium bronze/forged and proof machined bars ar- 
per tender specification. Appiox Qty. 27 Nos to 81 Nos. “ , / 

13. DPS : AMD: CAP: 537 due on 7.4 82. Petrol Gcneiator of| 
2,5 KW light weight and portable as per purchasers specification. I No. 1 

Tender documents priced Rs. It) each for items 2, 4, U to 9; Rs. 2sl 
each tor items 5, 12 and 13, Rs. 15 each toi items 3, 10 and JI; Rs. 50 foci 
item 1 and General conditions of contracts priced 50 P, to all items can b©$ 
had from the Finance and Accounts Qjjicer, Department of Atomic Energy I 
Directorate of Purchase and Stores. 3rd Flour , Mohtta Building . Pulton Roattl 
Bombay-400 00 /, lx tween 10 a. in. to l p m. on ai: working days except ojS ; 
Saturdays. Import Licence will he piovidcd only if the 11 cm* arc not uvafFi 
able indigenously to all items except items l, J, i, <) and II. Tenders wijp 1 
be received upto 3 p.m on the due date shown above and will be opened 
at 4 p.m. on the same day. The tight is reserved to acceptor reject 
lowest or any tenders in past or full without assigning any reasons. v " 

davp 645(457)8 F 
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I Rs 83,000-per tonne respecti- 
iyely reflecting an increase of 
1 Rs 2000 per tonne. 

[ Rupee-Pound Exchange 

I The RBI has announced on 
[ February 5, a downward revi- 
I'sion of the rupee by 0.K7 per 
^cent in relation to the pound. 
>:The spot buying and selling 
I rates are so fixed as to give a 
middle rate of Rs 17.20 per £ 

Hcompared with previous rate 
j' of 17.05. The new buying and 
i selling for spot delivery are: 

' Buying £ 5.8275 per Rs 100 
" (Corresponding to Rs 17.16 per 
sterling). Selling £ 5.8005 per 
Rs 10Q, (Corresponding to Rs 
, 17.45 per sterling). 

Coal Movements 

After achieving an all time 
record of loading 10,662 wagons 
s of coal a day during the month 
of December 1981 the railways 
■registered a further improve¬ 
ment and loaded about 11,000 
wagons a day during the first 
fortnight of January 1982. 
Loading of foodgrains on the 
Northern Zone averaged 1563 
i wagons a day during the fort¬ 
night as compared to 1469 


wagons during the previous 
fortnight. The overall daily 
loading during this period was 
32,782 wagons. As part of its 
campaign against ticketless 
travel the railways conducted 
5077 special checks during the 
period. Over 72,000 persons 
were detected travelling either 
without ticket or with impro¬ 
per tickets and a sum of 
Rs 13.34 lakhs was realised as 
railway dues. In addition a 
sum of Rs5.03 lakhs was realis¬ 
ed on account of unbooked 
luggage. In all 8052 persons 
were prosecuted. Of these 
3554 were sent to jail. 

Rural Development 
Programme 

Rao Birendra Singh, Union 
Minister for Agriculture, Co¬ 
operation and Rural Develop¬ 
ment informed the Parliamen¬ 
tary Consultative Committee 
of his Ministry recently that 
the Government were firm in 
their decision to amend the 
Land Acquisition Act and 
would bring forward a Bill in 
the ensuing session of the Par¬ 
liament. This was stated by 


him while referring to the 
demand of some members for 
amendment of the Land Acqui¬ 
sition Act to remove anomalies 
in the existing legislation. Re¬ 
ferring to the observations 
made by the members regard¬ 
ing the working of the Nation¬ 
al Rural Employment Pro¬ 
gramme, the Minister stated 
that it was obligatory for the 
States to give one kilogram of 
foodgrains per head per day as 
part of the wages. He added 
that assistance would be given 
to the States under this pro¬ 
gramme only if they follow 
these instructions. 

The members urged the 
Minister to ensure greater 
benefits to the rural people 
under the Integrated Rural 
Development Programme 
(IRDP). Rao Birendra Singh 
informed the Committee that 
the programme was being 
monitored very closely by the 
Ministry and the Slates. He 
added that the Minister of 
State, Mr Balcshwar Ram was 
holding discussions at the 
Stale levels to ensure that the 
programme was being implc- 


Some of the members com¬ 
plained of the difficulties being 
experienced by the people in 
obtaining credit from the banks 
under IRDP. It was pointed 
out that some Branch Mana¬ 
gers were still asking for secu¬ 
rity for loans even upto 
Rs. 5000 despite instructions 
to the contrary by the Reserve 
Bank. The Minister said that 
the matter had already been 
taken up with the Reserve 
Bank which has assured that 
all efforts would be made for 
the implementation of this 
decision. Rao Birendra Singh 
informed the members that 
meetings were being held 
with the Banking Division of 
the Ministry of Finance and 
the bankers to ensure adequate 
credit availability to the bene¬ 
ficiaries. He added that the 
credit for the Integrated Rural 
Development Programme 
would be available despite any 
move for a credit squeeze. 

It was pointed out by some 
members that while identifying 
the beneficiaries some of the 
real poor section of the people 
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Birendra Singh stated that as 
per instructions of the Minis¬ 
try, Gram Sabhas were to be 
involved in the selection of the 
beneficiaries. He added that 
his Ministry would take steps to 
ensure that these instructions 
were followed properly. The 
Minister said that opportunity 
would also be given to the local 
residents to file objections. The 
Minister observed that there 
was lack of awareness in the 
rural areas about the IRD 
programme and the assistance 
available to the rural people. 
He said that a publicity cam¬ 
paign should be launched in 
collaboration with all the 
States to acquaint the masses 
of the benefits available under 
the various schemes for rural 
development. 


BHEL Township 

The State owned Bharat 
Heavy Electricals Limited have 
decided to build a self-contain¬ 
ed office cum township com¬ 
plex in Delhi. The foundation 
stone of the proposed complex 
was laid by the Union Minister 
for Industry, Mr Narayan Datt 
Tiwari, on December 25, 1981. 

The project aims at extend¬ 
ing assistance in relieving 
mounting pressure on accom¬ 
modation in Delhi required 
both for office and residential 
purposes. BHEL have a strength 
i ( in Delhi of 2000 employees 
’ working in eleven offices spread 
over 9 different locations. All 
the 2000 employees arc residing 
in far flung areas throughout 
the length and breadth of 
Delhi. The offices are spread 
over different parts of Delhi. 

The first phase of the pro¬ 
posed project envisages cons¬ 
truction of 500 houses along- 
with other community faci¬ 
lities and an office complex for 
Management Development 
Institute. Housing construc¬ 
tion is being given priority as 
a welfare measure for the 
employees of all categories 
working in Delhi. Due to 
acute shortage of housing and 
unprecedented escalation in 
* rent and cost of transport the 
employees and their families 
have been facing severe pro¬ 
blems. Provision of housing 
near about the office complex 


will provide to them consider¬ 
able relief. The township and 
office complex will be construc¬ 
ted on a total area of 40 acres 
of land—30 acres for township 
and the rest for office complex. 
The estimated cost of houses 
of different categories range 
from Rs 33,000 to Rs 1,50,000. 

20-Point Programme 

A Standing Committee of 
the Civil Supply Ministry is to 
monitor speedy implementa¬ 
tion of the new 20 Point Pro¬ 
gramme to ensure efficient and 
effective distribution of essen¬ 
tial commodities. The 16- 
member Committee, headed 
by Mr A.K. Majumdar, Secre¬ 
tary, CiviJ Supplies, besides 
senior officers of the Ministry, 
includes representative of the 
Departments of Food, Coal 
Industry, Textile, Petroleum 
and Planning Commission. 
Managing Director of National 
Cooperative Consumers Feder¬ 
ation, Director General of 
Indian Standards Institution, 
General Manager of Super 
Bazar and Commissioner Civil 
Supplies of Delhi Adminis¬ 
tration. In addition to the 
above Secretaries and Commis¬ 
sioners of Civil Supplies from 
two States and Union Terri¬ 
tories will also be invited to 
attend the meeting by rota¬ 
tion. 

The Committee would perio¬ 
dically review the progress of 
the implementation of the 20 
Point Programme and suggest 
ways and means for its im¬ 
provement and realisation of 
the targets expeditiously. The 
Ministry has initiated measures 
to draw up a detailed action 
plan for strengthening and 
streamlining the public distri¬ 
bution system and expansion 
of fair price stops. 

States' Overdrafts 

The combined overdrafts of 
15 States more than doubled 
to Rs 1,136.24 crores by 
January 15, 1982 compared to 
just Rs 535.90 crotes on March 
31. 1981. The highest over¬ 

draft was accounted for by 
Rajasthan at Rs 296.97 crores, 
followed by West Bengal at 
Rs 259.56 crores and Punjab 
at Rs 133.30 crores. 

Rajasthan has urged ,the 


Union Government to eithei 
write off its overdrafts or to 
convert them into a long-term 
loan. It had argued that it 
would be difficult to reduce 
its overdrafts following 
drought in most parts and 
floods in some parts of the 
State last year, as also the 
increasing liabilities on ac¬ 
count of payment of DA to 
its employees. 

West Bengal, which has the 
next highest level of ovet- 
drafts, argued that the level 
would come down when final 
tabulations are made. This was 
as a result of the sectional 
strike in the Reserve Bank in 
Calcutta last year which pre¬ 
cluded credit from being en¬ 
tered into the Slate Govern¬ 
ment’s account in time. 

Punjab, which comes third in 
the level of overdrats, poses a 
slightly surprising situation in 
view of the fairly steep hike 
in bus fares that had been 
effected last year. 

Of the 15 States showing 
overdrafts on January 15 this 
year, the level of overdrafts 
in only three cases—Assam, 
MP and Nagaland—declined 
compared to their levels on 
March 31 last. 

The following is the ovei- 
drafts position of the States 
as on January 15: Assam 
Rs 30.44 crores, Gujarat 
Rs 33.39 crores, Haryana 
Rs 46.19 crores, Himachal 
Pradesh Rs 13.51 crores, Kar¬ 
nataka Rs 34.86 crores, Kerala 
Rs 62.36 crores, Madhya 
Pradesh Rs 96.36 crores, 
Maharashtra Rs 75.58 crores, 
Manipur Rs 31.01 crores, 
Nagaland nill, Punjab Rs 
296,97 crores, Tripura Rs 
9.87 crores, Uttar Pradesh Rs 
12.84 crores and West Bengal 
Rs 259.56 ciores. 

Solar Thermal Energy 
Centre at Gurgaon 

A Solar Thermal Energy 
Centre is being set up at 
Gurgaon (Haryana) at an out¬ 
lay of Rs 3.25 crores and a 
foreign exchange component 
amounting to nearly Rs 3.35 
crores. 

The centre will promote 
application of solar thermal 
technologies through develop¬ 
ment and fabrication of pro¬ 


totypes, testing and standard!* 
sation, and systems engineer*] 
ing and demonstration with a 
view to accelerate utilization of 
solar erergy, mainly for deccn* 
tralized applications. 

Names in the News 

Mr K. L. Goel, Finance 
Director of Indian Oil Corpo* 
ration Ltd, assumed control 
of the newly set up Assam Oft 
Division of Indian Oil Corpot 
ration as the Director in$ 
Charge exercising power eqni| 
valent to that of Managing 
Director, IOC, with effect from 
October 14, 1981. ;;A 

Defence Material & Stores 
Research & Development 
Establishment, Kanpur ' 

Tenders arc invited from manufae^ 
turco/t’cercdialed Agents, reputed 
stockir/s and Dealcis by the Direct 
tor DMSRDK, P.B. No. 320, Kan¬ 
pur-13 for the following by 6-3-831; 
.'ll 1.30 p.m. lo be opened at 2 pm. 
on I he same day incur prem : s t&h 
Quotation should be on F.O.Rv 
Kanpur basis otherw se quotation; 
will not be accepted I.Case Noi 
LP/74/81: CARBQN-Di-OXIDB 
INCUBATOR. Qly—One No,. 
Temperature Range—5 X—50°C« 
Accuracy -± f\5 u C. Stainless steel 
inside chamber, size—72*75 cm i t 
height 4045 ems widlh and 40-45 
ems depth. Provided wi h the nozzle 
for admission of co> or other gascs,v 
The inner should have cither in built 
or provided with stabiliser. 

NOTE : Your quotation should 
besubnitted in two covers on* 
should os se'iled and should bear 
our reference and date also due date 
and outer cover should be addressed^ 
to llu Director. DMSRDE, P B No 
320, Kanpur giving our Ref No, in 
Block letters. In case quotation is, 
found without seal it will not be 
considered. Also quotation should 
be accompanied by the following 
ccrtific itc and validity of your quo¬ 
tation must be of 60 days. Failing, 
which it will not be considered. 

To, 

The President of India, 

through The Director, DMSRDE, 

Kanpur 

We agree to furn sh if required 
supplics/serviocs as detailed in the 
schedule of requirements or such: 
portions thereof as you may specify 1 
in the acceptance of Tender at the 
prices given in the said schedule in 
acc irdancc with the above condi¬ 
tions 

I/we agree to hold this offer open 

until.and shall be bound by a 

communication of acceptance des-; 
patched w thin ihc period specified 
above failing which Govt, will have , 
right to obtain it from elsewhere at 
our Cost and risk. 

Station. t . 

Date. ’ Supplier 

davp 6S6 (2 r 8/8l 
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AFFAIRS 


OCM Data Products 

DCM Data Products and 
Control Data Corporation 
have, reached an agreement 
whereby DC'M Data Pro¬ 
ducts will repiesent Control 
Data Corporation with res¬ 
pect to marketing and provid¬ 
ing certain support services 
relative to Control Data's 
large scale computer sys- 
1 terns. Through this repre- 
: sentation DCM Data Pro- 
* ducts will help bring advan- 
t ced technology into the 
country. Such technology 
will prove immensely bene¬ 
ficial in optimising opera¬ 
tions in high priority appli¬ 
cations like power, mining, 
Steel, scientific research, natu¬ 
ral resources exploration, 
energy, space research and 
education. 

Control Data is one of 
the largest computer com¬ 
panies in the world with 
approximately 60,000 em¬ 
ployees, annual revenues of 
over $4.00 billion and ope¬ 
rations in 47 countries. Its 
range of products and 
services covers virtually 
every data processing need 
—from peripherals to large 
systems and from commercial 
to highly complex scientific 
and engineering processing. 
To meet these diverse process¬ 
ing needs Control Data of¬ 
fers its CYBER/170 series 
which includes CYBER 205, 
one of the most powerful 
systems commercially avail¬ 
able today. Control Data's 
CYBERNET is world's lead¬ 
ing data services network 
with customers in USA, 
Canada, Europe, Australia, 
Japan, Africa and South 
America. A number of 
CYBER models arc already 
installed in India—at the 
National Informatics Cen¬ 
tre, the Yikram Sarabhai Space 


Centre and the Tata Institute 
of Fundamental Research. 

DCM Data Products have 
pioneered India's computer 
industry and have the ex¬ 
perience of installing and sup¬ 
porting over 500 Galaxy and 
Spectrum systems all over the 
country. With its nationwide 
network of marketing and 
support offices, DCM Data 
Products will now make avail¬ 
able the latest in computer 
technology and applications 
to r industry/educational ins¬ 
titutes/ research labora¬ 
tories all over India. 

ITC Dividend 

ITC's good operating 
results for the half-year en¬ 
ded September 30, 1981 has 
enabled its Board of Direc¬ 
tors to declare an interim divi¬ 
dend of 8 per cent (subject 
to deduction of tax as appli¬ 
cable) at the Board meeting 
held recently. Thus, the com¬ 
pany has reverted to its erst¬ 
while policy of declaring an 
interim dividend after an 
interval of eight years. This 
dividend is payable on or 
after March 19, 1982 to all 
members whose names ap¬ 
pear on the register of mem¬ 
bers on February 19, 1982. 

Overall corporate turn¬ 
over in the first six months 
of the year amounts to 
Rs 273 croies, which is an im¬ 
provement of Rs 91 crores 
over the corresponding pe¬ 
riod in the previous year. 
Continued higher producti¬ 
vity of physical resources 
and control over operating 
expenses have resulted in 
gross profit before interest 
and depreciation of Rs 13.69 
crores to be realised. Sustain¬ 
ed fiscal discipline has en¬ 
abled the considerably higher 
turnover to be supported vir- 4 
tually at the previous year’s 


net interest costs, resulting 
in profit before tax of Rs 7.75 
crores being attained. Pro¬ 
fits after tax are estimated at 
Rs 3.50 crores at the mid¬ 
way stage in the year 1981-82. 
It is significant that these re¬ 
sults have been obtained 
after the company has paid 
Rs 61 crores more in excise 
duties to the Government than 
it did for the comparable 
period in 1980-81. Foreign ex¬ 
change earnings have also in¬ 
creased by Rs 10 crores over 
the same period. 

Larsen & Toubro 

For operational and admini¬ 
strative reasons the Larsen 
& Toubro’s accounting year 
ending March 31, has been 
changed to September 30, 
and the thirty-seventh an¬ 
nual general meeting will 
take place on March 29,1987 
The working results for 
the six months period ended 
September 30, 1981 are 

very satisfactoiy and re¬ 
flect an increase on a propor¬ 
tionate basis over the six 
months period of the pre¬ 
vious year. 

The company has recei¬ 
ved the sanction from the 
Controller of Capital Issues 
for issue of bonus shares in 
the ratio of 3:5. These shares 
will be allotted bv end-Feb- 
ruary 1982 and will qualify 
for full dividend. The Direc¬ 
tors have decided to recom¬ 
mend a dividend at 9 per 
cent. On the basis of a full 
twelve month period the 
bonus-cum dividend would 
amount to 28.8 per cent as 
against 20 per cent paid for 
the previous year. The cons¬ 
truction of the cement plant 
is progressing satisfactorily 
and barring unforseen cir¬ 
cumstances it is expected to 
be commissioned next year. 

Two ships of 27,000 
DWT capacity built in 1981, 
which are being purchased 
by the company are expected 
to be delivered by March 
1982. Working results for 
the first three months of the 
year 1981-82 are as follows: 
Invoicing Rs 3,787 lakhs and 
Order booking Rs 4,966 
lakhs. Order backlog as on 
December 31, 1981 stands at 


As 175 cfores as 

Rs 134 crores twelve months 

ago. 

Automobile Corporation 
of Goa's Public Issue 

Automobile Corporation of 
Goa Limited (ACGL) will 
be entering the capital market 
on February 18, 1982 with 
a public issue of 11,50,000 
equity shares of Rs 10 each 
for cash at par, aggregating to 
Rs 115 lakhs. The object of this 
issue is to meet a part of the 
finance required for putting 
up a project for manufac¬ 
turing automobile pressed 
parts, components, assemb¬ 
lies, etc. 

The project is located at 
Honda, Taluka Satari in Goa, 
which is a notified backward 
area. The company has a 
licensed capacity to manufac¬ 
ture 7,200 tonnes of auto¬ 
mobile pressed parts/compo¬ 
nents. The project is in a 
most advanced stage and 
barring unforeseen circum¬ 
stances, the company will start 
commercial production not 
later than June 1982. Fur¬ 
ther it is anticipated that by 
the lime the shares of the 
company will be listed at 
the stock exchanges after 
finalisation of the baris of 
allotment somewhere in 
April/May 1982, the com¬ 
pany’s project will already be 
on stream. Therefore there 
is no gestation period for 
the investors. In addition to 
the above, subscribers to this 
issue would enjoy substantial 
benefit available under Sec¬ 
tion 80-CC of the Companies 
Act, 1961. 

ACGL has been jointly pro¬ 
moted by the Tata Engineer¬ 
ing and Locomotive Com¬ 
pany Limited (TELCO) 
and Economic Development 
Corporation of Goa, Daman 
and Diu Limited (EDC), 
who have agreed to partici¬ 
pate in the equity share 
capital of the company to 
the extent of 10 per cent and 
41.06 per cent respectively, 
TIZLCO has embarked 
upon a massive expansion 
programme. The production 
of commercial vehicles is to 
be increased from 36,000 
to 56,000 vehicles per year 
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in shortest possum 
period* As a result of this 
TELCO would he requir¬ 
ing pressed parts, compo- 
% neats etc. which are vital 
for the manufacture of com¬ 
mercial vehicles. 

For this purpose TELCO 
has signed a collaboration 
agreement with ACGL, salient 
features of which are as fol¬ 
lows : TELCO will con¬ 
tribute 10 per cent of the 
equity capital of ACGL. 
TELCO shall purchase 
the production of ACGL 
on a continuing basis. Ini¬ 
tially ACGL will reserve 
80 per cent of its capacity 
for meeting TELCO’s or¬ 
ders. if found necessary* the 
same will be increased to 
[ 100 per cent of installed capa¬ 
city. For setting up of 
the factory as well as for 
efficient production of the 
products, TELCO will pro¬ 
vide all necessary technical 
advice, information and assis¬ 
tance. TELCO guarantees 
that such information will be 
the most up todate. TELCO 
will provide facilities at 
its plants for training ACGL’s 
personnel. One of the most 
experienced executive of 
TELCO is already been depu¬ 
ted as the Chief Executive of 
ACGL for the day to day 
affairs. TELCO shall make 
available raw materials ini¬ 
tially required by the com- 
£ pany. Moreover TELCO 
will also supply dies, vital 
in the production of pressed 
parts7components, free of 
cost to ACGL on loan basis. 

Co-Promoter, 

The other promoter of 
the company namely EDC 
is a development bank es¬ 
tablished in 1975 by the 
Government of Goa, Daman 
and Diu which has since 
its establishment financed 
industrial undertakings in 
various sectors to the tunc 
of Rs 27.47 crores, and has 
successfully launched the fol¬ 
lowing subsidiaries. 1. Goa 
Electronic Limited, 2. Goa 
Time Movers Limited, 
3. Goa Auto Accessories 
Limited, 4. Goa Handicrafts, 
Rural and Small Scale In- 


potation Limited. 

Rajasthan Spinning 
Fares Wall 

Rajasthan Spinning and 
Weaving Mills Limited has 
fared well in the current year. 
Its turnover for the first 
quarte r (October-December 
1981) of the current financial 
year has amounted to Rs 
14.62 crores as against Rs 
11.06 crores during the cor¬ 
responding period of last year, 
an increase of over 30 per 
cent. It’s operations of the 
current year also reflect a 
significant improvement and 
its gross profit is placed at 
Rs 60 lakhs for the first quar¬ 
ter compared to Rs 141 lakhs 
for the whole of last year. 

The improvement in the 
profits has been due to the 
installation of additional cap¬ 
tive power generating capa¬ 
city. The improved working 
results have been achieved des¬ 
pite the general depression 
prevailing in the textile indus¬ 
try. In view of the current 
trend of production and turn¬ 
over, the company expects to 
achieve substantially better 
results for the current year. 
It has also completed the ex¬ 
pansion and modernisation 
programmes taken in hand, 
the full impact of which will 
be reflected in the current 
year’s working. 

The company does not 
envisage any tax liability dur¬ 
ing the current year as also 
the next year, because of the 
massive expansion plan. 

The company has taken 
up a further expansion pro- 
ramme involving installation 
of 12,852 spindles at its 
Kharigram unit at a total cost 
of Rs 8.26 crores. 

In addition to the above, 
the company has various di¬ 
versification programmes, in¬ 
volving expenditure of Rs 113 
crores. 

The company’s applica¬ 
tion for an industrial licence 
for the manufacture of port- 
land cement with an annual 
capacity of one million ton¬ 
nes is under consideration of 
the Central Government. The 
company has also made an 


Government for an industrial 
licence for the establishment 
of a new undertaking for the 
manufature of nylon tyre cord 
yarn and fabric with an 
annual capacity of 6000 
tonnes. It has received a letter 
of intent for the manufac¬ 
ture of plolyester sewing 
thread with an annual capa¬ 
city of 120 tonnes and has 
also entered into collabo¬ 
ration agreement with an 
internationally renewed Swiss 
company in the field. 

Indian Sewing Machine 

Indian Sewing Machine 
Company Limited (1SMACO) 
entered the capital market 
on February 10, 1982 with a 
public issue of 500,000 
equity shares of Rs 10 each 
for cash at par. The object 
of this issue is to achieve 
lndianisation of the com¬ 
pany as required by the 
RBI under FERA. The in¬ 
coming shareholders are eli¬ 
gible for any dividend that 
may be declared for the year 
1981. For J10 years. 
The Singer Company, 
through its subsidiary, Sin¬ 
ger Sewing Machine Com¬ 
pany, has been a part of 
Indian life and tradition. It 
was Singer Sewing Machine 
Company who introduced 
the concept of mechanised sew¬ 
ing to India. 

On completion of Indiani- 
sation, ISMACO will cease 
to be a subsidiary of The 
Singer Company but will 
be an affiliate with con¬ 
tinuing close ties. To that 
end, the company has 
entered into a Trademark 
Agreement and a Technical 
Assistance Agreement with 
The Singer Company. 
The Trademark Agreement 
enables ISMACO to conti¬ 
nue to use the well-known 
Singer trademark on its pro¬ 
ducts. The Technical Assis¬ 
tance Agreement ensures that 
The Singer Company will 
maintain its commercial re¬ 
lations with ISMACO and 
will provide technical, mana¬ 
gerial and training support 
from the world-wide Singer 
association. 

While the Corporate name 
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is dtifcnged; ISMACO wit! 
continue to offer the same 
superior standards in res¬ 
pect of the quality of the" 
product, dependability and 
service which are the hall*, 
mark of Singer tradition. The 
company’s marketing operas 
tions, wide dealer network* 
as well as its popular hire ; 
purchase schemes and ed*K 
cational services carried ou^ ; 
through service centres wilf-i 
also continue. The issued 
capital of ISMACO will he 
Rs 200 lakhs of which 4Cj|i 
per cent will be held by 
The Singer Company, 30: 
per cent has been reserved-: 
for allotment to the National 
Small Industries Corporation 
(NSIC) and the balance will 
be held by Indian directors; 
employees, business associates 
and the public. 

Tungabhadra Industries 

The Directors of Tunga¬ 
bhadra Industries have decte 
ded to raise dividend from 
15 pet cent to 16 per cent 1 , 
lor the year ended September 
1981 following better working 
results. 

On a turnover up from Rs 
43.03 crore to Rs 50,06 crore, 
the company has earned a 
gross profit of Rs 88.75 lakh 
against Rs 87.65 lakh in the 
previous year. 

With depreciation requiring 
Rs 15.63 lakh (Rs 12.32 lakh)* 
investment allowance reserve 


Department of Atomic ■! 
Energy 

Directorate of 
Purchase and Stores 
CORRIGENDUM 

Director, D. reel orate of Purchase ; 
and Stores, Department of Atomic,, 
Energy, Mohuta Building, Pal ton 
Roid, Bombay 40C00I hereby ex- 
tends the due dates of following 
tenders: 

1. DPS. T A PS. FU R: 50!: Now : 
due on r3/2/8T; Fabrication, ereC**' 
tion, painting and supply of steeM 
storage racks at Tarapur as per 
our drawing No TAI'S/SK-C-707 & 
TAPS/SK. C-708. 

2. DPS; NAPP; PPED: PPF: 
348: Nv)wdueon 26.2.82. Supply of 
Stainles, Steel Gate Valves in diflfc* 
rent siz?s us pee purchaser’s tender 
specifications: Qty— 8 Nos. 

All other terms and conditions will 
remain unchanged. 

’ davp 645 (456)/8f 
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Jb 8.10 lakh (Rs 0!Sfciakh) 
ifand taxation Rs 32.$0 lakh 
>s 47 lakh), net surplus is 
pts 32.50 lakh, compared 
jito the previous years’ Rs 
;!27.77 lakh. 

Out of this, the proposed 
Idividend on preference and 
^equity shares will absorb Rs 
“13.01 lakh (Rs 12.26). A sum 
‘}of Rs 19.49 lakh (Rs 12.21 
ilakh) is being transferred to 
&the general reserve, 
ij The company is partici¬ 
pating in a joint-venture pro¬ 
ject for the manufacture of 
[viscose staple fibre in Indo¬ 
nesia. Besides, it is diversify¬ 
ing into the manufacture of 
jsteel wire rope products in 
;Kandla, lor which it has sc¬ 
oured a “letter of intent” from 
1 the Government. 

Gammon India's Bonus 

,j The Board of Directors of 
* Gammon India Lid has 
idecided to issue two bonus 
Jsharcs of Rs 10 each foreveiv 
five fully paid-up equity 
shares. The company has made 
the necessary application to 
the Controller of Capital 
Issues and permission is ex¬ 
pected shortly. 

, Announcing this at the 
lartnual general meeting of 
the company leccntly, Mr 
James Bates, Chairman, said 
that the bonu^; shares would 
be entitled to full dividend 
foi the year in which the 
shares were allotted. Subject 
to unforeseen circumstances, 
the board would be recom¬ 
mending a dividend of not 
less than 15 per cent on the 
enhanced ordinary share capi¬ 
tal in the year immediately 
after the allotment of the 
bonus shares. 

Mr Bales told the share¬ 
holders that the company 
had total orders valued Rs 
177 crorc in hand now. This 
i$ the highest order position 
in the history of the com¬ 
pany, 

! The company’s operation 
; in India and abroad are prog¬ 
ressing satisfactorily with a 
record volume of work. The 
: performance so far in the 
current yeai is satisfactory, 
with earnings and profitability 
being maintained at previous 
I year’s level. 




irhtaft ski 
among the associated and sub¬ 
sidiary companies. Gammon 
Nirman Ltd suffered a loss. 
The company had received 
orders for further work 
amounting to Rs 11.16 croic. 
This subsidiary might show 
an improved performance 
during the current year, lie 
added. 

Ashok Leyland 

Ashok Leyland have now 
concluded all arrangements 
to finance the foreign ex¬ 
change required for their ex¬ 
pansion plans. An agree¬ 
ment for £21 million as an 
ECGD backed Project Line 
of Credit has been concluded 
with Grindlays Bank, Lon¬ 
don recently. The relative 
Loan Agreement was sign¬ 
ed at the company’s office 
at Knnore by Mr RJ. 
Shahaney, Managing Direc¬ 
tor, Ashok Leyland Limited, 
and Mr N.A. Pilis-Tucker, 
lepiesenting Grindlays Bank, 
p.I.c., London. It may be 
recalled that an agreement 
for a loan of US $ 28 million 
was signed with Internat¬ 
ional Finance Corporation, 
Washington in October 1981. 
The expansion programme is 
progressing according to 
schedule. The necessary indus¬ 
trial licence for the volume 
expansion has now been 
received by the company. 
Production during the year 
ended December 3L 1981 has 
reached 15,000 vehicles, as 
planned. 

Stepan Chemicals 

Stepan Chemicals Ltd, 
a joint sector venture of the 
Punjab State Industrial 
Development Corporation, 
for the manufacture of syn¬ 
thetic detergents and toilet 
soaps commenced production 
at Rajpura recently. 

A PSIDC spokemsn told 
newsmen that the plant was 
equipped with the most mo¬ 
dern and latest equipment, 
the only one of its kind in 
northern India, for the manu 
facture of a wide range of 
products to cater to the sophis 
ticatcd requirements of a wide 
spectrum including exports. 

He stated that the plant 
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quite some time owhtg to 
some teething troubles. The 
company had now finalised 
plans to reactivate this unit 
by undertaking processing of 
soaps and detergents for some 
of the reputed brands of manu- 
facturers in the county both 
in the organised sector and 
unorganised sector alongwith 
reviving and enlarging the 
range of' its own brands. 

He further remarked that 
with this multi-pronged 
strategy, the unit has com¬ 
menced operations at higher 
levels of capacity utilisation 
and was likely to attain the 
much-nccdcd operational effi¬ 
ciency and stability generat¬ 
ing in the process employ¬ 
ment for several hundred 
skilled and semi-skilled wor¬ 
kers from local and neigh¬ 
bouring areas. 

Indian Duplicator 

Indian Duplicator Co Ltd 
has shown improved result 
for the year ended Ocioher 
1981. Sales are up from Rs 
9.25 crore to Rs 10.99 crore 
and the gross profit has risen 
from Rs 62.24 lakh to Rs 
1.12 crore before charging 
depieciation. The company 
has provided a sum of Rs 
15.46 lakh (Rs 10.63 lakh) 
for depreciation. Profit after 
charging depieciation was 
Rs 96.85 lakh (Rs 51.61 
lakh). After making provi¬ 
sion for taxation in the sum 
of Rs 61.24 lakh, the net profit 
for the year was Rs. 36.61 
lakh against Rs 18.74 lakh in 
the previous year. The taxable 
ordinary dividend has been 
raised from 16 per cent to 
18 per cent. 

Ahmedabad Electricity 

The Directors of Ahme¬ 
dabad Electricity have dec¬ 
lared an interim dividend 
of 5 per cent for the year end¬ 
ing 1982. Last year the inter¬ 
im dividend declared was 
4 per cent and the final divi¬ 
dend was stepped up so as 
to make an aggregate divi¬ 
dend of 15 per cent per equity 
share compared to 12.5 per 
cent in respect of earlier years. 
• The first six months of the 


SM6 

tion of electricity of about 8 
per cent. The sales have shown 
increase of 25 per cent over 
the previous year. The favour¬ 
able trend in generation and 
sales is continuing in the 
second half of the current year. 

The Directors, therefore, are 
hopeful of reporting better 
performance at the end of the 
current year compared to 
the previous year. The work 
relating to the project of the 
installation of second 110 MW 
unit has already commenced. 

India Photographic 

India Photographic Co 
has reported improved work¬ 
ing results for the year 
ended Octobei 1981. Corn- 
pan’s sales have risen by 34 
per cent from Rs 10.27 crore 
in 1979-80 to Rs 13.76 crore in 
1980-81. With the gross profit 
rising by 21 pei cent from 
Rs 173.34 lakh to Rs 210.05 
lakh. The ratio of gross profit 
to sales has come down from 
16.9 per cent to 15.3 per cent. 

Aftei providing Rs 3.57 Jakh 
(Rs 3.90 lakh) for deprecia¬ 
tion and Rs 144.97 lakh (Rs 
120.44 Jakh) for taxation, 
the net profit works out 
higher at Rs 6J.5I lakh (Rs 
49 lakh;. Dividend will ab¬ 
sorb Rs 17.50 lakh (Rs 12.50 
lakh). A sum of Rs 44 Jakh 
(Rs 36.50 lakh) has been 
transferred to general reserve. 

CWS (India) 

The recession in the tea 
industry has adversely affec¬ 
ted the operations of CWS 
(India) Ltd. The trading re¬ 
sults for the yeai ended Sep¬ 
tember 30, 1981 show a heavy 
loss of Rs 80.03 lakh after 
providing for depreciation (Rs 
23.77 lakh). Investment allow¬ 
ance reserve gets (Rs 0.65 
lakh;, development allowance 
reserve (Rs 0.12 lakh) and 
agricultural income tax in 
Assam (Rs. 0.90 lakh) The 
dividend for the year under 
review has been passed. The 
crop for the year was lower 
at 60,05,562 kg as compared 
to the previous year of 
61,26,179 kg. 
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ATUL 


offers 


• Beta Naphthol 

• B.O.N. Acid 

• Chicago Acid 

• Metanitroaniline 

• G-salt 

• Gamma-Acid 

• H-Acid 
J-Acid 


Dyes Intermediates 


• J-Acid Urea 

• Metaphenelyenediamine (distilled) 

• Peri Acid 

• Phenyl-J-Acid 

• Phenyl Peri Acid 

• Rhoduline Acid 

• Schaeffer’s Acid 

• Sodium Naphthionate 

• Sulfanilic Acid 

• Tobias Acid 

• Michler’s Ketone 

• Monoethyl Aniline 

• R salt 


Unrivalled Quality • Reasonable Prices • Promised Deliveries 

For your requirements please contact: 

The Marketing Department 

THE 

ATUL® 

PRODUCTS LTD. 

India's giant chemical complex 

P.O. Atul. Dist. Valsad-396 020 Gujarat (India) 

Tel: 61 Gram: "TULA" Atul. 

Telex: 0173 232 "ATUL IN" 
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Use — Century’s Spun Dyed Yarn 

AVAILABLE IN 

Green, Peacock Blue, Apple Green, Golden Yellow, Guru, 
Red & Black in 75, 120 & t 50 Denier 



CENTURY RAYON 

Indusm Mouse, 1S9, (-iiurchg.uc Rcckimiitioiu homb.iv^ 40 os 
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I’kh 

February 10 

The Reserve Bank (RBI) has up- 
1 valued the rupee by 0.59 pci cent. With 
this revision the rupee now stands 
dearer by 10 paise The middle rate 
appreciated to Rs 17 00 from the pic- 
vious Rs 17.10. 

For the first time in 1981, the con¬ 
sumer price index for industrial wor¬ 
kers declined to 460 during December 
1981. 


Week 

The Reserve Bank Governor, Dr, 

l.G. Patel, has assailed the “onslaught” 
of economic fundamentalism in the US 
and elsewhere, which has had a para¬ 
lysing impact on world prosperity and 
stability. 

The Union Ministry for Information 

and Broadcasting has recommended to 
the Finance Ministry that customs duty 
on newsprint and licence fees for three- 
band radio sets should be abolished. 


The Planning Commission made it 

clear to the States during the finalisa¬ 
tion of their annual plans that if they 
did not cleai then oveidiafts by the 
end of March, the amounts would be 
adjusted in instalments m their Plan 
outlays. 

^ February 11 

The official wholesale price index for 
all commodities after declining for four 
months from September 1981 rose to 
278.6 (provisional) for January 1982. 


February 12 

An I8 member Council of Ministers 

nominated by Bangladesh President 
Abdus Sattar took office. 

The Railway Minister, Mr P.C. 
Sethi, has indicated that introduction 
of new trains might have to be stopped 
because of the precarious position of 
resources. 

India and Sweden agreed to expand 

cooperation in the fields of industry, 
technology and energy. 


February 13 

Assam agitation leaders said that 
the national commitment to the 1961-71 
refugees from the erstwhile East* 
Pakistan did not mean that Assam 
alone should share their burden. 

Prime Minister Indira Gandhi said 
in Bhopal that there was no proposal 
to hold mid-term elections in any State, 
but they would be held whenever due. 

Poland proposes to purchase from 
India a wide variety of agricultural pro¬ 
ducts and consumer durables worth 
several crores of rupees as part of its 
piogramme to beat the economic sanc¬ 
tions imposed against it by western 
countries. 

February 14 

India has announced the grant of a 

Rs 10-crorc Govcinmcnt-to-Govcrnment 
loan to Viet ram for 1982-83, offered 
to help exploie its mineral deposits, 
conduct geological surveys and provide 
wider facilities for tiaming and techni¬ 
cal expertise in the fields of agriculture, 
industry and railways. 

Rashtriya Swayam Scwak Sangh 
Chief Balasaheb Dcoras has alleged 
that the Jamshedpur riots commission 
report, holding him and his organisa¬ 
tion icsponsiblc for communal riots in 
April 1979, was “biased and wrong”, 

February IS 

Janata Party President Chandra- 

shekhar said that work on opposition 
unity should be expedited. 

Rice procurement crossed six mil* 

lion tonnes. 

The Reserve Bank of India is to set 

up a working group to see how best the 
banking sector can help implement the 
Prime Minister’s new 20-point pro¬ 
gramme. 

February 16 

Bangladesh has signed an agreemant 

with the Islamic Development Bank 
(IDB) for financing its import of raw 
cotton from Pakistan. 

The Process of choosing a successor 
to Mr T. Anjiah as Chief Minister of 
Andhra Pradesh began. 

Pakistan’s Foreign Minister, Mr 
Agha Shahi, resigned on health grounds. 
Retired Lt General Yakub All Khan, 
currently ambassador to France, to suc¬ 
ceed Shahi. 
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Slump in Savings and Investment 


Whatever happened to the boom in savings? From the mid- 
1970s onwards, India experienced an unprecedented rise in the 
savings-income ratio, which reached a peak of 24.4 per cent in 
1978-79. This led. to all sorts of optimistic assumptions for 
the Sixth Plan, such as a marginal savings rate of 33 per cent. 
Now we find, from the quick estimates of national income 
by the Central Statistical Organisation, that the savings rate 
has been falling instead of rising. It fell from 24.4 in 1978-79 
to 22.5 per cent in 1979-80. This was thought to be a tempo¬ 
rary phenomenon, caused by the drought. But now CSO 
figures show a further drop to 22.2 per cent in 1980-81, 
despite a strident rise of 7.7 per cent in GNP. In other words, 
the savings rate had been falling both when national income 
shrank (as in 1979-80) and when it has expanded (as in 1980- 
81), which is a worrying sign. The marginal savings ratio in 
the first year of the Sixth Plan has clearly been nowhere near 
33 per cent it seems to have been barely 20 per cent. It 
does not follow that this gloomy trend will be repeated through¬ 
out the Plan. But it is certainly cause for unease. 

It is even more worrisome to look at what is happening to 
capital formation. Gross fixed capital formation hit a peak 
of Rs 9,590 crores (at 1970-71 prices) in 1978-79. The next 
year, capital formation (at 1970-71 prices) crashed to Rs 8,853 
crores, and improved only somewhat to Rs 9,388 crores in 
1980-81, which was still well below the figure reached two 
years previously. The same picture obtains if we look at net 
capital formation adjusted for errors and omissions—-the 
figures for the three years in question are Rs 9,071 crores, 
Rs 7,440 crores and Rs 8,766 crores. There is a serious slump 
in investment right at the beginning of the Plan, and it is far 
from obvious that this is just a passing phase. IMF discipline 
means that soft methods of finance like deficit finance will not 
be available. Of course, massive foreign borrowings could 
help boost capital formation, particularly in the oil sector. 

The savings boom of the late 1970s has always been a bit 
of a mystery. Not all the learned economists of the country 
put together have come up with a convincing explanation ©f 
why a poor country like India, staggering along at a leisurely 


3.5 per cent growth, racked by the global inflation of the' 
1970s, should suddenly become a massive saver and investor^ 
Dr K.N. Raj has been asked to head a committee to look into 
the enigma. It is worth noting that the mystery extends to 
investment too. The nigger in the woodpile is the household 
sector, whose savings and investment have shown a tremen¬ 
dous increase. Some economists are under the impression 
that household savings are mainly in the form of land im¬ 
provement and house construction. This is not the real story 
at all. The real story comes into focus when we look at fixed 
investment in machinery and equipment. We find that the 
household sector in 1980-81 invested Rs 5,406 crores in 
machinery and equipment at current prices, almost as much 
as the public sector (Rs 4061 crores) and corporate sector 
(Rs 1660 crores) put together. It is the household sector, not 
the public sector, which seems to be attaining the command¬ 
ing heights of the economy. The latest figures are no fluke. 
The household sector has shown this pattern for several years * 
now, save that its predominance is increasing year after year. 
One must leave it to Dr Raj to unravel this mystery. 

There was indeed a time when the household sector 
concentrated on construction. In 1970-71, for instance, 
construction accounted for Rs 2308 crores against Rs 943 
crores for investment in machinery and equipment. But by 
1980-81, the household sector’s investment in machinery and 
equipment exceeded that in construction (Rs 5406 crores 
against Rs 5086 crores). If indeed the figures are true, one 
can only wonder why there is no corresponding spurt in pro* 
duction. Wc have been told time and again that investment in 
small industries gives a much better return, in terms of output 
and employment, than investment in big industry. Yet wc 
find that the underlying trend in both industry and employ* 
ment is subdued. Is it possible that there is a huge amount 
of black production and even black employment which is not 
showing up in official statistics? If so, the country is doing* 
far better than shown by the CSO. 

The gross fixed capital formation of the corporate andi 
cooperative sector moved up from Rs 1,785 crores in 1978-79 
to Rs 1,802 crores in 1979-80 and Rs 1,980 crores in 1980-81. 
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Ofroa t&e^harp rises in priow in tibia period, real gross inve«t- 
ment has fallen, and net investment by even more. The 
nominal rise in gross fixed capital formation of the public 
sector, from Rs 8,346 crores in 1978-79 to Rs 11,082 crores in 
1980-81, was stagnant in real terms over the two years. 

It all adds up to the old story that resources are scarce. 
We will have to husband them carefully, and deploy them 


where they are most effective. We have been concerned too 
long about the quantity of capital—we have neglected the 
quality of capital. If money is invested more wisely, we can 
have faster growth despite the shortage of funds. IMF dis¬ 
cipline means that the Government can no longer act like the 
last of the big spenders. But it also means that the Govern¬ 
ment should act like the first of the productive investors. 


Lies, Damned Lies, and Statistics 


The provisional external trade data made available periodi¬ 
cally by the Government are not only becoming more and more 
mysterious, but meaningless. The Minister for Commerce, Mr 
Shivraj Patil, revealed on Monday, at the meeting of the Con¬ 
sultative Committee of Parliament attached to his Ministry, 
that trade deficit during the eight months to November had 
increased to Rs 3,523 crores from Rs 3,306 crores during the 
torresponding period last year, following 11.4 per cent rise m 
imports and 15.4 per cent growth in exports. This, indeed, has 
come as a bolt from the blue. Only recently it had been claim¬ 
ed that as a sequel to the growth in imports having decele¬ 
rated to just around four percent from about 45 per cent a 
year ago and exports going up by 14 per cent, as against appro¬ 
ximately 5 per cent, the tiade deficit during the seven months 
to October had narrowed down to around Rs 2,923 crores 
from Rs 3,144 crores during April-Octobcr last year. The 
curtailment of the deficit by the end of August and September 
had been even more pronounced due to actual decline 
in imports. 

A sudden jump in imports as disclosed by the November- 
end data, is highly perplexing. The impact of a fairly impres¬ 
sive increase in domestic production of most of the import 
items—crude oil, fertilizers, steel, non-ferrous metals, to men¬ 
tion only a few—ought to have been felt more markedly with 
the passage of time. The effect of the imports already contracted 
too should have mitigated significantly after September. The 
depreciation of the rupee in terms of the US dollar as well 
does not explain the phenomenon: the firmness in the dollar 
had reached the peak well before November. Delayed receipts 
of data can be a plausable explanation. But judging by the 
sharp erosion in the foreign exchange assets of the Reserve 
Bank, it should not be an erroneous inference that import 
data is more readily compiled than export figures. 

The malady cannot be said to have developed only recently. 
The data concerning last year’s trade is equally suggestive of 
serious snags somewhere. The 1980-81 trade deficit is now esti¬ 
mated at Rs 5,77^.17 crores. This exceeds the first provisional 
estimate by over Rs 500 crores. Even the figure of Rs 5,711 
crores mentioned till lately has been excelled by Rs 64 crores. 
While exports during the year are now put at Rs 6,709.17 
k crores, as against Rs 6,675 crores estimated a couple of months 
ago, imports are put at Rs 12,484.34 crores, as against 
Rs 12,330 crores. The growth of exports last year is now put 
at only four per cent, while imports went up by as much as 38 
percent. Wide revisions in the provisional data obviously 


jeopardise a realistic analysis of economic trends and hamper 
corrective action. The malady needs to be arrested expe¬ 
ditiously. 

According to the provisional data, the fiisl eight months of 
the current financial year, of course, have witnessed heartening 
trends in exports of several items The exchange earnings from 
engineering goods exports have gone up by 23 per cent and 
from gems and jewellery by 24 per cent. Exports of pharma¬ 
ceuticals and cosmetics have netted 37 per cent more and those 
of leather and leather manufacture 23 pci cent more. The 
growth in the export earnings from textiles and garments has 
been around 29 per cent, in the case of wool and woollen 
manufactures (excluding carpets) 3^ p^r cent, carpets 35 per 
cent, and plastic and leather linoleum 27 per cent. Sharp in¬ 
creases have been recorded in the exports of various agiicultural 
products. These include tobacco (61 per cent), cashew kernels 
(20 per cent), processed food (31 per cent), castor oil (7 per 
cent), rice (109 per cent), sugar (87 per cent) and marine pro¬ 
ducts (27 per cent). Exports of such items as coffee, spices, 
groundnut extractions, HPS groundnuts, man-made textiles 
and jute manufactures, however, have shown a decline. 

The break-up of imports is as yet available only for the 
first half of the year. Decline has been registered mainly in 
the imports of crude oil and petroleum products, fertilizers, 
vegetable oils, chemicals, medicinal and pharmaceutical 
products, non-ferrous metals, and machinery and transport 
equipment. Imports of such items as steel, metal manufac¬ 
tures, synthetic and regenerated fibres, paper and paper board 
and cement have been larger. 

On present reckoning, it is difficult to say whether the 
current financial year will close with a somewhat smaller trade 
deficit than for the last year, although the prospects of such a 
happening have brightened up recently. The output of edible 
oils this year is expected to be around 11.2 million tonnes--! ,9 
million tonnes more than in 1980-81. The world prices of crude 
oil and petroleum products continue to show a downward 
trend. Fairly large surpluses have arisen, thanks to higher 
production and some recession in demand in textiles and paper. 
Equipment imports, of course, may tend to go up. The 
growth in the overall import bill, thus, should decelerate from 
the 11.4 per cent level, notwithstanding the recent resort to 
wheat imports. The export prospects, on the other hand, conti¬ 
nue to be encouraging. .While the unit-value realisation from 
some export items haa gone dogfa steadily, it has improved 
somewhat in the case of several other items. 
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lt/fRS Indira Gandhi has been very 
•*•” kind indeed to me and my fellow 
editors. She has declared in an interview 
with a Swedish newspaper that the 
Indian press is functioning as the Oppo¬ 
sition, and is in fact leading the Opposi¬ 
tion. 1 am waiting with bated breath 
the logical follow-up of this analysis. 

*We all know that the Leader of the 
Opposition is entitled to Cabinet status, 
and 1 do hope she will now confer this 
status on ail editors (barring, of course, 
the poor editor of The National Herald). 
We should all get palatial Government 
bungalows, chaufferod cars, and a battery 
of personal secretaries and chaprasis. 
We should get Rs 50 per day or whatever 
the latest daily allowance has been fixed 
for Opposition members when Parlia¬ 
ment is in session. We should get free 
rail passes, and be included in delega¬ 
tions to the United Nations. Hurrah 
for Mrs Gandhi. I hope Rajiv will not 
penalise me for sycophancy. 

^ Excerpts from Mrs Gandhi’s interview 
make truly astonishing reading. She 
complained that the press was function¬ 
ing as the Opposition—“it is not func¬ 
tioning as a free press”. Is she implying 
that the press must function as a wing 
of the Government in order to be called 
a free press ? Her party controls The 
National Herald . Is that too function¬ 
ing as the Opposition? Or (more credibly) 
does she not regard it as a newspaper ? 

The friendship between the Editor of 
The Hindustan Times and Mr Sanjay 
Gandhi is too well known to require 
elaboration. Has he too been function¬ 
ing as the Opposition? The Times oj 

^India once declared that Sanjay Gandhi 
was the most important leader India had 
seen since Mahatma Gandhi. Was this 
newspaper also functioning as the Oppo¬ 
sition ? 


In any case, even if there are journals 
run by Opposition parties, how do they 
cease to be part of the free press? Freedom 
of speech means that all persons and orga¬ 
nisations are at liberty to express their 
opinions, including political parties. 
Mrs Gandhi’s party runs The National 
Herald. The Communist Party of India 
runs Patriot . The Bharatiya Janata Party 
runs Organiser. And the list goes on. 
Every one of those journals is part of 
the free press. They all have their biases 
(Mrs Gandhi is certainly right in this). 
But the public is free to choose from a 
variety of views, and this is what charac¬ 
terises a free press. 

/Criticising the coverage of newspapers 
^in her interview, Mrs Gandhi declared 
that “their reporting is absolutely base¬ 
less”. Oh really ? Are all the lengthy 
reports on Mrs Gandhi’s daily doings 
baseless ? Arc all the Government 
handouts that arc religiously regurgitat¬ 
ed in the press baseless ? 

Certainly there are errors in reporting. 
To a certain extent this is inevitable in 
a business where so much information 
has to be collected and written within 
hours. But it is also true that Indian 
journalists do not have a tradition of 
cross-checking information before publi¬ 
cation. And the lack of specialisation 
on the part of many journalists can lead 
to howlers on topics they are not familiar 
with. Mrs Gandhi would be quite justi¬ 
fied in asking the press to pull up its 
socks. But what she is now doing is lo 
accuse newspapers of telling lies in order 
to help Opposition parties. This is 
hogwash. 

Certainly the press reports lie. As 
recently as February 13, Mrs Gandhi 
told reporters in Bhopal that there was 
no move to change the leadership in 


Andhra Pradesh or any other State. This 
was a lie—it had already been decided to 
axe Mr Anjiah. And the press faithfully 
reported the lie. Mrs Gandhi did not 
lake the press to task for publish¬ 
ing the lie. 

¥n the campaign preceding the State 
■“•elections in June 1980, Mrs Gandhi and 
Sanjay persistently accused the Janata 
Party of running down the country’s 
reserves of foreign exchange. This was 
a lie—the reserves went up in the Janata 
phase. And yet the press reported the 
lie time and again. Mrs Gandhi did not 
castigate the press for publishing this 
lie, or her many other lies. She only 
objects when the press publishes lies 
told by the Opposition. 

She has accused the press of reporting 
only disasters and things that go wrong— 
“They don’t admit that anything good 
has happened.” This is a gross exaggera¬ 
tion, but has a kernel of truth. Things 
that go wrong are news. Things func¬ 
tioning normally are not news. If Mrs 
Gandhi breaks her neck tomorrow, that 
will be news. If Mrs Gandhi does not 
break her neck tomorrow, that will not be 
news. If the Grand Trunk Express is derail¬ 
ed, that is news. If the Grand Trunk Ex¬ 
press reaches its destination safely, that 
is not news. The public wants to know 
about disasters. It is not interested in 
reading that all is normal. Despite this, 
newspapers have plied them with endless 
Government statistics on the improve¬ 
ment in infrastructure, in food produc¬ 
tion, in industrial production and in oil 
exploration. Has Mrs Gandhi never been 
shown all these reports ? Or does she 
want that nothing but such Government 
press releases should ever be published ? 

—Swaminathan S. Aiyar 
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Facts you should know about 
the Press crisis today-4 

Question: 

What can the Government do to ensure speedy progress of 
the Press ? 

Answer: 

Plenty! For a start, recognise the Press as a priority industry. 
Help reduce basic production costs, and liberalise import 
policies for newsprint, specialised requirements and 
machinery. And, liberalise and soften terms of long-term 
lending by financial institutions to the Press. 



The facts: 

The development of the 
newspaper industry in India has 
been severely hampered by 
spiralling costs of newsprint, 
ink, freight, labour etc. 

Hence, the Government must 
introduce measures to mitigate 
the economic burden. A 
reappraisal of the import duty 
policy is imperative. 

Also, the production of 
indigenous newsprint needs to 
be strengthened in terms of 
quality, quantity and competitive 
price. This way our dependence 
on imported newsprint will be 
considerably lessened. 

Presently, the industry has out¬ 
dated equipment while the rest 


of the world enjoys the fruits of 
modern technology. Massive 
imports of the latest equipment 
for phototypesetting, 
transmission of news, 
procssing and printing are 
needed for modernisation. 

There must be relaxation of 
duties on all these items. 

The Government could even 
consider easy long-term loans 
from financial institutions for 
purchasing equipment as the 
capital requirements are huge 
compared to the resources 
available. 

These and other measures 
would ensure rapid growth of 
circulation, important for India's 
economic progress. 


The Press, a vital force. Strengthen it. 


Issued by : 

The Indian & Eastern Newspaper Society. 



Dr. P.R. Brahmananda 


In his seminal work on Modern Banking 
in India, Dr S,K. Muranjan perceived 
certain peculiarities in the relation bet¬ 
ween different interest rates; he noticed 
that contrary to received empirical evi¬ 
dence in literature, according to which 
the long-term rate of interest should be 
higher than the short-term rate of in¬ 
terest, in India, the short-term rate of in¬ 
terest was always higher than the long¬ 
term rate of interest. I have termed this 
as the ‘Muranjan Paradox'. And what a 
gem of a paradox it is. 

^ 1 I hope to throw some light on this 
paradox which seems to have persisted in 
India almost throughout the post-Second 
World War period. Obviously, Dr 
Muranjan *s researches pertained mostly 
to the pre-Second World War period. 
That an empirical hunch of his should 
have held true in the post-Second World 
War period as well, points to the unfad¬ 
ing light thrown by the rare gem which 
he discovered. 

Muranjan Paradox 

I am going to discuss the Muranjan 
Paradox as part of the theme of Interest 
. Policy. 

I shall first make some observations, 
very briefly, on the theory of the rate of 
interest which I have been trying to work 
out. I have tried to refashion the early 
classical theory in the light of modern 
contributions to classical economics and 
of contemporary developments in growth 
theory. My treatment has bypassed the 
great Keynesian upheaval and the neo¬ 
classical reactions thereof. This exercise 
leads me to the concept of an ‘optimum 
interest rate’ which can be a norm for 
policy. Thereafter, I shall present some 
empirical evidence regarding the behavi¬ 
our of different interest rates in India 
during the post-Second World War 
period. I shall then contrast this behavi¬ 
our with that which has been observed 
in other countries during the same period. 
After making an effort at computing the 
optimum nexus of interest rates for the 


current phase of the Indian economy, 1 
shall outline the major goals which in¬ 
terest policy should achieve; 1 shall 
follow this up with an outline of the 
nature of the policy changes required in 
India. 

Interest Theory 

Let me begin with the interest theory. 
To take the classical economists first, the 
rate of interest (always the long rate) 
was deemed by them as almost identical 
with the rate of profit of capital invest¬ 
ment. The rate of profit on capital in¬ 
vestment would tend to be different in 
different industries (or different lines) 
depending upon certain circumstances 
peculiar to industries. Nevertheless, one 
could think of a mean level of the rate 
of profit. The rate of interest pertained 
to the return on loans about whose return 
of the principal and scheduled payments 
of interest one could be certain. 

In other words, there was no complete 
uncertainty surrounding principal and 
coupon interest whereas both return on 
investment in capital and the reimburse¬ 
ment of the capital sunk in the invest¬ 
ments could be matters subject to con¬ 
siderable uncertainty. Hence the rate of 
profit on capital investment would tend 
to be higher than the rate of interest on 
loans. If we consider the entrepreneuri¬ 
al function as being characterised by a 
mixture of uncertainty-bearing and of the 
ability of realisation of innovational pos¬ 
sibilities, the rate of profit would be 
higher than the rate of interest depending 
upon the ‘entrepreneurial incentive differ¬ 
ential.’ The latter of course would in¬ 
clude a premium for uncertainty bearing 
and a generalised stream of ex-post quasi¬ 
rents flowing from the sequence of inno¬ 
vations (Schumpeter). We are here refer¬ 
ring to capital investments which arc 
medium and long-term affairs. The inte¬ 
rest on loans which corresponds to this 
would also have a similar dimension. 

It is usual to take the yield(s) on 
Government bonds as a proxy for pure 
interest though we must admit that there 


is some liquidity advantage accruing to 
bonds. The yieid(s) on bonds would 
theoretically be less to the extent that 
the liquidity is greater. In other words, 
if a bond is a bond, the yield on such a 
bond should be the pure interest compo¬ 
nent. In the Classical period, Govern¬ 
ments were accustomed to borrow from 
the public during periods of war. and to 
a smaller extent, during norma! periods 
too. At that time, the question of 
nnnctisjlion of Government loans was 
not important and the Government had 
to compete with the non-Government 
sector in the loans and issues market. 
The individual who lent to the Govern¬ 
ment would keep the alternative of the 
rate of profit on capital investment as a 
measure of the opportunity cost of the 
loan he was making to the Government. 

Linear Relation 

It is in this sense that the long-term 
rate of interest had a hearing on the 
rate of profit on capital investment. The 
Government had to pay the interest dues 
by means of tranfers to itself from the 
public through taxes. Taxes had to come 
from the surplus of the community* The 
difference between income and the de¬ 
frayals needed for maintenance of labour, 
inventories and fixed capitals is the sur¬ 
plus. The same surplus was also a source 
of excess consumption and savings for 
accumulation of capital. One could es¬ 
tablish therefore a sort of a Incur ref¬ 
lation between the rate of profit on capi¬ 
tal investment and the rate of interest. 

The rate of profit on capital invest¬ 
ment thus has a necessary relationship 
with the growth-rate of the economy and 
the behaviour of the distribution shares 
as between profits and wages (and rents). 
If the distribution shares are deemed to 
be constant, and a constant proportion 
of profits is saved and savings out of other 
incomes deemed unimportant, wc can 
establish a linear relationship between 
the rate of growth of economy and the 
rate of profit. If the distribution shares 
arc becoming adverse because of dimi- 
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nishing returns, the growth-rate would 
be falling through time as also the rate 
of profit. So, too, would the rate of in- 
interest be falling. If increasing returns 
to capital are in operation, even assum¬ 
ing distribution shares to be con tant, 
the rate of profit would be rising, as also 
the rate of interest. In case the distri¬ 
bution shares are moving in favour of 


■■ , w 

capital, and if such a change is once¬ 
over, the rate of profit would go up as 
also the rate of interest. But if the dis¬ 
tribution share is continuously moving 
in favour of capital, the late of profit 
and the rate of interest both would be 
moving up. 

At this point let me elaborate a bit 
on the relation between the growth rate 


in capital investment is a rate obtained 
by dividing the profits accruing from 
the investment by the amount of sucf? ' 
investment. There are two elements here: 
first, the technical net productivity of 
the investment and second, the share of 
profits in the net product. The latter dep¬ 
ends residually upon the share of wages. 





Interest Policy in India 




Year 

Call money ^ 
rate 

Bank Rate 

Treasury 
bill rate 

Deposit 

Rate 

Rate of profit 
on net worth 
of large 
companies 

Variable 

dividend 

yield 

Average interest 
paid by 
companies on 
borrowings 

Yied on 
Govt, 
bonds 

0) 

(2) 

O) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

1950-51 

0.77 

3.00 

— 

1.62 

7.70 

5.20 

3.37 

3.15 

1951-52 

1.55 

3.19 

— 

1.73 

9.60 

5.05 

3.56 

3.39 ‘ 

1952-53 

2.43 

3.50 

2.22 

2.29 

5.70 

6 02 

4.51 

3.66 

1953-54 

2.58 

3.50 

2.45 

2.30 

6.80 

6.07 

4.32 

3.64 

1954-55 

2.53 

3.50 

2.53 

2.58 

7.80 

5.09 

4.04 

3.67 

1955-56 

2.95 

3.50 

2.52 

2.55 

9.10 

5.01 

4.23 

3.74 

1956-57 

3.44 

3.50 

2.53 

3.03 

8.80 

5.68 

2.98 

3.99 

1957-58 

3.30 

3.94 

2.53 

3.63 

6.50 

6.88 

4.68 

4.18 

1958-59 

2.92 

4.00 

2.52 

3.59 

7.10 

6.27 

5.04 

4.13 

1959-60 

3.02 

4.00 

2.59 

3.53 

10.50 

4.37 

5.34 

4.05 

1960-61 

4,09 

4.40 

2.65 

3.44 

10.90 

4.88 

5.10 

4.06 

1961-62 

4.15 

4.00 

2.58 

3.98 

9 90 

4.67 

5.50 

4.16 

1962-63 

3.92 

4.13 

2.42 

3.99 

8.60 

4.85 

5.50 

4.49 

1963-64 

4.02 

4.50 

2.34 

4.00 

9.30 

4.90 

6.00 

4.66 

1964-65 

4.32 

4.87 

2.72 

4.87 

9.30 

6.58 

6.60 

4.80 * 

1965-66 

6.38 

6.00 

3.50 

6.00 

8.90 

6.49 

7.00 

5.46 

1966-67 

5.08 

6.00 

3.50 

6.00 

9.10 

6.01 

7.20 

5.57 

1967-68 

4.61 

5.02 

3.48 

5.96 

7.30 

6.41 

7.30 

5.45 

1968-69 

3.95 

5.00 

3.00 

5.50 

7.00 

5.31 

7.90 

4.99 

1969-70 

4.28 

5.00 

3.00 

5.50 

9.50 

4.49 

7.80 

5.48 

1970-71 

6.58 

5.25 

3.08 

5.63 

10.60 

4.31 

8.40 

5.53 

1971-72 

5.16 

6.00 

3.50 

6.00 

9.70 

5.00 

9.10 

5.63 

1972-73 

4.00 

6.00 

3.50 

6.00 

9.30 

5.38 

9.40 

5.62 

1973-74 

8.25 

6.83 

3.91 

6.00 

11.70 

5.59 

9.03 

5.74 

1974-75 

13.74 

8.33 

4.49 

6.50 

13.70 

3.93 

11.00 

5.39 

1975-76 

10.47 

9.00 

4.60 

8.00 

8.40 

5.43 

12.28 

6.47 

1976-77 

10.91 

9,00 

4.60 

8.00 

8.30 

6.14 

12.72 

6.47 

1977-78 

8.76 

9.00 

4.60 

8.00 

8.80 

6.47 

12.87 

6.46 

1978-79 

7,84 

9.00 

4.60 

6.00 

11.50 

5.66 

12.19 

6.73 

1979-80 

8.49 

9.00 

4.60 

6.00 

— 

5.88 

— 

6.98 “ 

1980-81 

S.27 

9.00 

4.60 

7.00 

— 

- 

— 

7.49 





. 7.00 
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as upon the Wage- 
rate, given the technically fixed labour 
requirements. If the wage-rate is given 
* Worn labour supply, convention, bargain¬ 
ing etc, technical productivity becomes 
important. However, if society desires 
a higher growth rate it may so arrange 
its affairs as to keep the wage-rate lower 
than otherwise. Interest policy becomes 
here an active element; by keeping in¬ 
terest higher, firms are encouraged to 
adopt technical improvements more 
quickly; and wage-bargains too will lead 
to a lower wage-rate. Interest policy in a 
sense also becomes a normative incomes 
policy. The raison d'etre of a higher 
interest rate is a higher profit rate and 
this implies a higher profits’ share, a 
I ^higher savings-to-income ratio; further 
technical productivity levels will be 
higher. A higher interest rate also imp¬ 
lies lower scope for unproductive ex¬ 
penditures including at the Government 
level. Thus on all counts by moving up 
the interest rate, the system tends to 
move up the growth rate too. The same 
results can be obtained by policy deci¬ 
sions covering the profit rate. 


Normative Angle 

The New Classical attitude to the in¬ 
terest rate issue is thus based very much 
on a normative, social angle. It keeps 
open the possibility of a higher growth 
rate conditional upon social, technical and 
even some structural changes in the sys¬ 
tem. In this respect it is very different 
from the Neo-classical angle. 

Let us apply the above theory to a 
developing economy. Here, there are no 
constraints on the supply of labour, but 
certainly there are constraints on the 
side of capital, fixed and circulating. In 
an open economy there can also be an 
exchange constraint. There is enormous 
scope for technological modernisation. 
Natural resources are deemed to be 
abundant. In this context of atypical 
developing economy in literature, we 
should find that, (a) tic rale of profit and 
the rate of interest both should be higher 
in relation to their levels in developed 
economies, (b) both the rates should be 
rising through time, and (c) the gap bet¬ 
ween interest and profit should be tend¬ 
ing to become narrower as the markets 


get widened, information is getting better 
diffused, monopoly advantages are dis¬ 
appearing, risk aversion is being over¬ 
come, etc. Further in a developing eco¬ 
nomy, in the initial phoses of develop¬ 
ment, until some unspecified length of 
time which may be assumed to be fairly 
long, at any point of time, the future 
prospects should be one of a rising rate 
of profit on capital investment and cor¬ 
respondingly a rising rate of interest on 
loans. There is always some higher in¬ 
terest path attainable through which 
policy can move up the growth rate it¬ 
self through changes mentioned earlier. 
The path itself will be rising through 
time. 


Relevant Shape 

If the above analysis is valid, since 
through time ihc prospect is one of a 
forward rising profit rate and interest rate, 
the extent of such a rise being greater, 
the more distant the period we reckon in 
future we get the relevant shape of the 
yield curve in an economy. The yield 
curve has the interest rates on the y axis 
and the time span of the different loans 
on the x axis. The yield curve should be 
forward rising. 'Ihc shorter the future 
span, the lower the rate of interest and 
the longer the future span, the higher 
the rate of interest. This is so because 
the shorter the future span, the lower the 
rate of profit and the longer the future 
span, the higher the rate of profit. We 
assume changes due to the movement to 
the optimum level of the interest path 
mentioned in the previous paragraph. 
Such a movement would be a once-over 
affair. 

The forward rising yield curve should 
thus be considered as reflecting the yield 
pattern in the typical developing eco¬ 
nomy. 

At this stage, let me refer to the 
Keynesian or rather Neo-Keynesian 
version of the yield pattern made famous 
by the contributions of Hicks, Lutz et.al. 
According to this school, referring 
largely to conditions in a developed 
economy, the future is highly uncertain; 
the more distant the future, the more 
uncertain the outcome. Under these 
conditions, the commitment of funds over 
a longer and longer time span in future 


has to compensate for a greater and 
greater measure of uncertainty. Natu¬ 
rally, the yield curve would be forward 
rising here also, The shorter the time- 
span, the lower the rate of interest; the 
longer the time span, the higher the rate 
of interest. Uncertainty here may itself 
be due to the uncertainty about the 
future of the rate of interest. If people 
expect a liquidity crisis to occur in the 
future and such a probability is stron¬ 
ger and stronger as the more wc look 
into the distant future—the longer term 
rate will have to be higher than the 
short-term rate primarily for the above 
reason. The prospect of a liquidity 
crisis cannot be unrelated to the pros¬ 
pect of recessions, depressions and busi¬ 
ness failures. In other words, so long 
as people are uncertain about high levels 
of the marginal efficiency of capital as 
obtaining in future, and expect high 
levels of speculative liquidity preference 
continuing in future, interest too will be 
affected. 


Capital Shortage 

I am not going into the question | 
whether the Keynesian (or the post- ,] 
Kcycnsian theory) of the yield curve is 
right. I think there are some difficul- ; 
ties in accepting it as relevant in the i 
post-Second World War period in the 
developed countries. The classical 
theory of a developing economy has 
greater relevance in the post-Second 
World War period even for developed 
countries, because this has been a period 
of relatively high and sustained growth. ; 
The picture throughout has been one of 
capital shortage. Of course, there has 
been a high and rising rate of inflation 
in many countries and this has affected < 
the interest rates. If we abstract from \ 
the eff ects of expected rate of inflation, : 
there is no doubt that the basic theory 
we have outlined flowing from New V 
Classical economics explains the be- 
haviour of interest very accurately in the . 
post-Second World War period even in 
developed countries. Developed and less l} 
developed economies are both developing V 
but somehow the later term has been 
applied to less developed countries. - 

Let me now introduce the effects of 
inflation upon the rate of interest. I 
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shall continue with the reference frame 
of a developing economy. For the 
present we may assume that the re¬ 
ference frame tentatively holds true both 
for developing poor economics and for 
post-War developed Western economies. 
We continue to operate in the non- 
Keynesian world. 

How does inflation affect the rate of 
interest and the yield pattern? Inflation 
as a persistent phenomenon was un¬ 
known during the Classical period. We 
have to go to Irving Fisher for guidance 
regarding the effects of persistent in¬ 
flation on the rate of interest. In a 
remarkable feat of analysis, Fisher 
demonstrated that the nominal rate of 
interest, i.c. the observed rate of interest 
in the market, would exceed the real 
rate of interest by the extent of expected 
rate of inflation. If the expected rate of 
inflation is constant, the nominal rate of 
interest would be higher than the real 
rate approximately by the extent of the 
expected rate of inflation, but the yield 
pattern should broadly be unchanged. 

However, if the expected rate of infla¬ 
tion is itself forward rising, i.e. in other 
words, if at each point of time people 
expect the future rate of inflation to be 
higher, the nominal yield pattern would 
again become forward rising. However, 
if the rate of inflation is falling, the 
longer the time span in future, the nomi¬ 
nal yield curve should not be to that 
extent forward rising; it may even 
be forward falling. In other words, 
the expected inflation rate adds a new 
dimension to the behaviour of interest. 

A Generalisation 

We can now generalise the theory of 
interest in a more or less closed eco¬ 
nomy. 

The rate of interest on long-term loans 
is a function of, (a) the expected (or in 


inflation. We may further break up the 
growth-rate into its sources: (a) the 
behaviour of the savings to income 
ratio, and (b) the behaviour of the 
capital-output ratio. In an open econo¬ 
my, we have to permit room for the 


effects due to the 
terms of trade and to 
capital inflows. 

Let us now recapitulate the above 
factors one by one : 

(i) The rate of interest is directly re¬ 
lated to the savings to income ratio and 
inversely to the incremental capital-out¬ 
put ratio (1COR). 

(ii) The rate of interest is inversely 
related to the share of wages in national 
income and directly related to the share 
of prolits in national income. If the 
share of profits is rising through 
time, the rate of interest too would be 
moving up. 

(iii) The nominal rate of interest is 
directly affected by the expected rate of 
inflation; if the expected rate of inflation 
is going up, the rate of interest too 
would be going up, and if the expected 
rate of inflation is going down, the rate 
of interest too would be going down. 

(iv) If the terms of trade arc deterio¬ 
rating, the rate of interest will be going 
down, and if capital inflows are getting 
adversely affected, we should expect the 
rate of interest to be going down; this 
is because the growth-rate and the ICOR 
would both be jmfavourably affeettd. 

The Yield Curve 

How is the yield pattern affected by 
all the above? To the extent that 
through time the savings to income 
latio is rising, the ICOR is falling, the 
profit share is rising, terms of trade are 
improving and capital inflows arc grow¬ 
ing, the long-term rate of interest will be 
above the short-term rate. The yield 
curve would be forward rising. In 
the opposite cases, the yield curve will 
not be forward rising and perhaps 
forward falling. If the expected rate of 
inflation is rising to boot, the yield curve 
would he forward rising all the more and 
if the expected rate of inflation is falling 
through time, on that score, the yield 


rising. 

We may now notice that the behaviour 
of interest, and the yield pattern itself 
are affected by a complexity of factors, 
some working in one direction and some 
in the other. In a developing economy. 


to inflation, the long-term rate should 
be rising, and the yield curve should jp? 
forward rising; at the same time, all the 
interest rates should be moving up in 
time—the long-term rate by a higher 
proportion than the short-term rate. 

I have referred earlier to the Muranjan 
Paradox. Muranjan seems to have 
thought that in a developing economy, 
the yield curve should be forward rising, 
but to his surprise, he found that it was 
forward falling. The empirically observ¬ 
ed long-term rates were lower than the 
short-term rates. This, he thought, was 
contrary to what was being observed in 
developed countries and what should 
have been obtained according to theory.. 
I may mention at this stage that ths< 
same phenomenon seems to have been 
holding true in the post-Second World 
War period also. The paradox has 
therefore got embedded in the Indian 
system. 

Optimum Rate 

I now turn to the quest for the 
optimum rate of : ntercst. The optimum 
is by definition a policy norm. At any 
given point of time given the policy 
goals, assuming these are reasonably 
consistent, there will be an optimum 
long rate of interest. What then are the 
policy goals in a developing economy? 
In the first place the economy must move 
up the non-inflationary savings-to-income 
ratio to a feasible, socially tolerable 
level and, as far as possible, through 
negative and positive incentives. Second 
the upward savings ratio must occur 
such that there is harmony between 
micro-effects of individual distributions 
and their micro-effects. 

What the individuals separately con¬ 
sider as savings or as investment is not 
necessarily so from the society’s angle. 
Individuals in India like to utilise 
their actual or financial resources to buy 
land sites, gold, commodities expected to 
be in short-supply etc. If aggregate supp¬ 
lies are given and fixed, the macro-effect 
of individual decisions is a rise in the 
values and prices of these assets. 

If the habit of purchases of these assets 
is a time-honoured practice, a hang over 


some conditions, the desired) growth 
rate, (b) the behaviour of distributive 
shares, and (c) the expected rate of 


curve will not be to that extent forward 


deterioration 
movements 


n the 
in the 


** 


it *e ab*tract from t^'cbirinibuloin 


EASTERN ECONOMIST 


452 


FEBRUARY 19 , 1982 



y /,A' ■ 

from bag established stationary condi¬ 
tions, the general prospect consequent 
^ upon the improvement of money and/or 
real incomes of the people, or of the 
relatively affluent sections, is one of an 
excess demand for these assets. Their 
relative prices will be higher than would 
have been the case otherwise; since these 
(their relative prices) too will be expect¬ 
ed to go up through time, there will be 
an own-rate of return on the holding 
of these assets. Certainly people may 
resort to these assets as an inflation- 
hedge. But this is not what I am driving 
at. Irrespective of the prospect of 
inflation , there will he a real liquidity 
premium on the holding of the above assets 

I have served such a premium as a 
r premium arising from the quest for 
liquidity-cum-security-for real ‘liquidity’ 
if i may mix the two words. The liqui¬ 
dity premium is a very important element 
in a country like In Jia. I have estimated 
elsewhere that this is about three per cent. 

A three per cent real liquidity premium 
means that by itself cash invested in the 
assets referred to earlier can hope to 
earn three per cent. If we are prepared to 
pay three per cent on cash and still assure 
monetary liquidity to cash, we can 
make some of it retain its monetary 
form. We can hold down the demand 
for land sites, gold, commodities etc. 
of course if we have to see the cash 
* retaining its monetary form for social 
savings, we have to pay pure interest. 
The latter is a payment for savings, both 
in a micro and in a macro form. But 
the liquidity premium is paid to prevent 
cash from being used for holding assets 
like land, gold etc, whose supplies are 
socially fixed. 

Resort to Hoarding 

In the very short run under scarcity 
conditions, the liquidity premium takes 
the form of hoarding of commodities. 
Since hoarding refers to scarce assets 
and goods, the liquidity premium is a 
premium to prevent hoarding. 

So the optimum interest rate's first com¬ 
ponent is the liquidity premium. The 
A second component is the expected growth 
rate of real income, The third compo¬ 
nent is the expected rate of inflation. I 
have referred earlier to the second and the 
third components. I must now turn to 


the extremely important fourth compo¬ 
nent. This is none other than the addi¬ 
tional inducement offered to savers, actual 
and potential, to increase these savings 
so as to cause the growth rate itself to 
go up. 

The measure of this inducement 
depends upon two factors, (a) the desir¬ 
ed increment in the savings-to-incomc 
ratio after the interest rate is adjusted for 
the three other factors , and (b) the pro¬ 
portional elasticity of the savings-to- 
income ratio in respect of (proportional) 
change in the rate of interest. Suppose 
the initial savings-to-income ratio is 20 
per cent, the initial interest rate is about 
14 per cent, and the proportional elasti¬ 
city is say 0.5, if we want the savings 
ratio to g) up by 10 per cent that is move 
it up to 2- per cent, we have to raise the 
interest rale by 20 per cent of its value, 
that is to make its level equal to 19.6 per 
cent. The higher the proportional e’asti- 
city of savings, the lower will have to be 
the extent of rise in the interest rate and 
vice versa. 

Theoretical Component 

We thus have the four theoretical com¬ 
ponents going up to make the optimum 
rate of interest. These are (a) the liqui¬ 
dity premium (RLP), (b) the expected 
growth rate (EXG) (c) the expected rate 
of inflation, (EXP), and (d) the incentive 
margin in policy to jack up the interest 
rate, or simply the growth policy margin 
(GPM). The optimum rate (ROP) is a 
sum of RLP, EXG, EXP and GPM. 

ROP—RLP H-EXG+EXP + GPM+U 
The last term ‘U’ takes into account the 
provision for contingency factors. 

The optimum rate of interest we have 
discussed above may not always get es¬ 
tablished as a matter of laissez-faire con¬ 
ditions. In periods with high tempo of 
innovation and undi5t social conditions 
very favourable to the propensity to ac¬ 
cumulate, the long rate may be close to 
the optimum rate In developed coun¬ 
tries the liquidity premium is generally 
very low. Stocks of goods are abundant, 
exchange availability is easy, individuals 
have large per capita assets and high con¬ 
sumption standards. The portfolio choices 
concern primarily yield-generating assets 
from the angle of the economy. 


These conditions do not bold in less 
developed countries, at least till a late 
stage in development. Further the ex¬ 
pected inflation rate may be getting pre¬ 
vented from being reflected in the yields 
as Government bonds. Government 
policy may be to keep the yields low. 
This will further encourage a shift to scarce 
assets like land, gold and goods. More¬ 
over the policy channels may not like to 
offer incentives to savers. Inflationary and 
forced savings paths may be pursued. 

Unaligvted Interest 

In less developed countries as a 
result of all this, the observed rate of 
interest at the long end will be very much 
out of alignment with the theoretical 
optimum rate. For example in India 
currently the optimum rate may be work¬ 
ed out as follow- : RLP is about 3 per 
cent, EXG is about per cent, EXP. is 
about 9 per cent. These three yield a 
nominal rate of about 15J per cent or so. 

The policy margin as in the example 
given earlier may be kept at between 4 
per cent to 5 per cent. Thus the long-term 
rate in India should be about 15 to 16 
per cent whereas the optimum may be 
about 19 to 20 per cent. The bond-yields 
arc about 7 per cent. The profit-rates on 
companies is about 20-22 per cent gross 
of corporation tax. Net of such tax the 
profit rate in companies is about 11-12 
per cent. 

The yield is roughly one-half of the 
relevant market-optimum long rate; if the 
social optimum is computed as above 
the yield is only 1/3 of what should ob¬ 
tain. The short-term rates nexus, if we 
take the call rate, the lending rate to 
companies, SBI Hundi rate etc, would be 
about 12 to 14 per cent. The relevant 
long-term rate as noted earlier would be 
around 15 to 16 per cent. If the autho- 
ritiei had not created captive markets for 
their borrowing programmes and had not 
severely constrained the portfolio choices 
of banks, Governments and financial 
institutions, theMuranjan paradox would 
have disappeared. The paradox is a re¬ 
sult of highly inappropriate monetary 
policy. I shall revert later to the needed 
changes in interest policy. 

* {To be concluded) 

(This is an edited extract from Dr. $.K. 
Muraiyan Memorial Lecture.) 
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Economic Analys is 

Prospects for South-South Cooperation-11 

Swaminathan S. Aiyar 


Ai*ari irom producer groups, re¬ 
gional and sub-regional groups of the 
Third World have come together for 
economic cooperation. Typically, 
such cooperation includes tariff pre¬ 
ferences for each others’ goods, and 
proposals for joint ventuies (not 
many of which actually fructify). In 
some cases clearing unions have been 
established to facilitate pa>ments. A 
few agreements aim at free trade 
within the region, and some have 
actually achieved this (such as the 
Andean Group). Others aim at a 
common external tillin', free move¬ 
ment of labour and capital, common 
investment in infrasti ueture foi the 
region as a whole, at a common in¬ 
dustrial and investment policy, and on 
tax matters. Table HJ gives list of 
various sub-regional groups which 
have come together for economic co¬ 
operation. 

Unfortunately, the results have been 
far from impressive. One of the 
groupings has actually disintegrated — 
the f ast African Community. This 
was a compact group of three nations, 
with a common tradition of adminis¬ 
tration, communications, railways and 
posts, and had the best posable 
credentials for continuing cooperation. 
Yet it broke down for political 
reasons -the three nations are on bad 
terms with one another, a phenomenon 
which marks large chunks of the Third 
World. 

Political disagreements are not the 
only cause of moribund agreements. 
India, Yugoslavia, Egypt, the three 
key leaders -if the non-a'igned bloc in 
the 1960s, came together in 1%7 with 
an extensive tripartite agreement for 


cooperation. There was the maxi¬ 
mum possible political will and good 
intentions in signing the agreement. 
Yet it came to naught because there 
were not sufficient economic comple¬ 
mentarities in the three economics. 
Later the political outlook of the 
three nations also changed, and the 
tripartite agreement is a dead docu¬ 
ment today. Another example of this 
is the RCD agreement between Turkey, 
Iran and Pakistan. 

On the other hand the Andean 
Common Market has become a reality, 
and represents a success. In this 
group Venezuela is supplying oil at a 
concessional rate to impoiting coun¬ 
tries. There is a common external 
taiiff. This group has come to grips 
with a problem that is commonplace. 
The formation of a trading area with 
tariff preferences confers the maximum 
benefits on countries of the region 
which have a strong economic base 
and are established exporters. Back¬ 
ward countries of the region find it 
very difficult to get commensurate 
benefits. The Andean Group has 
overcome this hurdle by permitting 
higher customs duties in the less 
developed nations, and giving them a 
longer time-table for abolishing such 
duties. 

Other groupings have not been able 
to come to such agreement. ASEAN 
is an example of a group with power¬ 
ful political ties, but a free common 
market is out of the question as 
Singapore would swamp the other 
members with industrial goods. A 
few joint industrial projects have 
been proposed in each of the ASEAN 
countries to try and give a fair share 


to each. But a customs union is not 
even regarded as an objective. 

The Central American Common 
Market did in fair measure achieve 
the goals of a common external tariff 
and free internal trade. But the 
region is now ravaged by insurrection 
and war, and there is great political 
friction which has naturally had its 
impact on economic cooperation. 

CARICOM is a group of Carib¬ 
bean nations which have had a fair 
amount of success in cooperation, 
mainly in agricultural items and pro¬ 
tection from outside imports. It has 
brought about agreements on rice, 
edible oils and other agricultural 
goods which ensure that production 
within the region will be given pre¬ 
ference over outside imports, thus 
increasing the self-sufficiency of the 
region. 

Regional trade agreements of 
this nature cannot be regard¬ 
ed as unmitigated blessings. When 
this sort of closed shop is set 
up, there is unquestionably a trade 
creation effect within the region. But 
there is also a trade diversion effect- 
countries of the region are obliged to 
accept high-cost imports from within 
the region instead of low-cost imports 
from outside. The net result is bene¬ 
ficial only if the trade creation effect 
offsets the trade diversion effect. 
There is no guarantee that this will 
happen. And even where trade 
creation is substantial, it will always 
be offset partially by trade diversion. 
Thus the success of an agreement 
must not be measured simply by in¬ 
creased trade. It is quite possible to 
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have trade increases through diversion 
which result in a net fall in welfare. 

However, it must be said that 
regional cooperation offers a, good 
way of enlarging markets and making 
it possible for small and weak econo¬ 
mies to reap economies of scale 
through mass production. This is 
true of both agricultural and manu¬ 
factured products. To have real 
meaning, such groupings should also 
provide for free movement of labour 
and capital. In practice, these latter 
measures are even more difficult to 
achieve than the former. National pride, 
national vested interests and national 
goals cannot easily be subordinated 
to regional interests and goals. The 
theoretical advantages of economic 
integration have not been teaped in 
proper measure because of political 
pulls within developing nations. It is 
far from clear that they will be able to 
make substantial mutual concessions. 

Global trade between countries of 
the South has shot up in the 1970s. 
This was due in very small measure 
to regional or sub-regional coopera¬ 
tion. It was due, above all, to 
OPEC. Skyrocketing trade figures in 
such circumstances can hardly be 
taken as evidence of successful co¬ 
operation. They can more appro¬ 
priately be called successful exploita¬ 
tion. It is true that the boom has 
not been a one-way traffic. Oil-import¬ 
ing nations have also been able to 
sell much larger quantities of their 
goods to OPEC. But in welfare 
terms, this frequently represents a 
net loss. If India is now exporting 
17 kilos of tea to buy one barrel of 
oil whereas it used to export three 
kilos of tea for the same purpose, it 
is a bad joke to pretend that the big 
increase in trade figures represents a 
positive development for India. 

Having made this important quali¬ 
fication, it is necessary to say that the 
scope for South-South trade is far 
greater today than it was 20 years ago, 
and looks like growing. This is 
mainly because of the emergence of 


complementarities which did not exist 
earlier. Once upon a time, the phrase 
‘‘developing countries** was synony¬ 
mous with “poor countries'*. Today 
the developing countries include the 
two richest nations in the world in 
terms of per capita income - the 
United Arab Emirates and Kuwait. 
They also include, of course, the least 
developed countries, at the veiy op¬ 
posite end of the spectrum. There 
is the group of newly industrialising 
countries—YugosJavia, Mexico, South 
Korea, Brazil, Singapore, Taiwan, 
India—check by jowl with nations 
with virtually no industry at all. 
There are countries with large sur¬ 
pluses of manpower, like Bangladesh, 
Pakistan and Tndia, while countries of 
the Persian Gulf suffer from a labour 
shortage. 

The Third World now includes a 
very wide range of countries indeed, 
In some ways this makes cooperation 
difficult. The interests of the richest 
nations of the South are not the same 
as those of the poor ones. However, 
the diversity has also thrown up 
economic complementarities which 
make it possible to have a vast 
increase in economic exchanges. 

Exporters of agricultural goods are 
having a field day in the Persian Gulf, 
where demand is high, quality and 
health regulations are minimal, and 
where there is no protectionism at all. 
The newly industrialising countries 
have succeeded in winning large scale 
contracts, both for complete projects 
and equipment. And they have manag¬ 
ed to sell consumer goods on a large 
scale to the oil-rich nations as well. 
The demand for labour in the Gulf 
has sparked off massive immigration 
from the poor Arab States, the Indian 
sub-continent and even Africa and 
South-East Asia. Remittances from 
workers abroad to developing nations 
totalled 24 billion dollars in 1980 
(World Development Report), which 
was almost as much as the entire aid 
from the North. This figure includes 
remittances from workers in Europe 
and America. Even if one deducts 


these remittances, the flow from the 
oil-rich countries remains massive. 

However, future prospects are by no 
means very bright. We have now 
entered an era of oil surpluses, and 
many OPEC nations are going to run 
short of cash. There is bound to be 
a cutback on construction artd projects 
in the Gulf for at least some years to 
come. There will be less cash for the 
purchase of consumer goods, and less 
demand for labour. 

Even in the medium term, when, oil 
prices may recover, a word of caution 
is necessary. In the first flush of oil 
wealth, many countries went in for 
massne imports of consumer goods. 

But the next stage in their develop¬ 
ment will be to start producing these 
goods themselves. And once this hap¬ 
pens, protectionist shutters will come 
down. This had already started hap¬ 
pening in Iran from 1977 onwards. So 
far it has been a happy coincidence 
that most oil-rich countries have been 
so backward as not to have facilities 
for manufacturing consumer goods, 
and their willingness to import has 
thrown up complementarities. Once 
these nations start manufacturing 
goods, many complementarities will 
disappear. This is unlikely to be com¬ 
pensated for by new complementarities 
in high technology industries, where 
the North will have the edge for de¬ 
cades to come. 

On the other hand, opportunities for 
technology transfer and manage¬ 
ment contracts may keep growing. 
Much has been written about appro¬ 
priate or intermediate technology. It 
has been argued that the newly indus¬ 
trialising countries have developed 
technologies which arc more appro- X 
priate for the Third World than the X 
know-how of the North. This notion 
is vastly exaggerated. The number of t 
new technologies evolved in the South $ 
are extremely limited in number. There t 
has been a certain amount of adapta- J 
tion of Northern technology, often in % 
the direction of labour-intensity. But J 
the availability of cheap skilled labour I 
is by no means typical of all Third X 
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Table III 

Selected Economic Groupings ofLDC’s 



Organisation 


Latin American and 
Caribbean 


Member States 


Date of Main Provisions of Agreement 

Establishment 



1. Latin American Free 
Trade Area (LAFTA) 


2. Andean Common 
Market and Commu¬ 
nity (ACM) 


t 


Bolivia, Chile, Colombia, 1960 
Ecuador, Peru, Argentine, 

Mexico, Paraguay, Uruguay, 
Venezuela, Brazil 


Bolivia, Chile till 1976, 1969 

Colombia, Ecuador, Peru, (Cartagens 
Venezuela. Agreement : 

Venezuela 
Joined in 
1973 


i 

t 


l 


3. Central American 
Common Market 
(C ACM) 


4. Caribbean Commu¬ 
nity (CAR 1 COM) 


Costa Rica, El Salvador, I960 

Guatemala, Honduras* 

Nicaragua. (Honduras, 
while still officially a mem¬ 
ber has reimposed tariffs 
on other members 

Antigua, Barbados, Belize, 1973 

Dominica, Granada, Guya- (Treaty of 
na, Jamaica, Montserrat, Charuaramas) 
St. Kitts-Nevis-Anguilla. succeeding 
St Lucia, St Vincent, Trini- CAR1FTA ’ 
dad and Tobago. < 1968) 


Free Trade Area leading to establishment of Latin 
American Common Market by 1985. Distinguishes 
relatively developed countries (Argentina, Brazil 
Mexico), less developed countries (Colombia, Chile, 
Peru, Venezuela). Less developed and under¬ 
developed members can obtain preferential treat¬ 
ment from others and have a longer timetable for 
reduction of tariffs among LAFTA members. 
No comon external tarilf. Joint industrial planning 
through complementarity agreements whereby pro¬ 
duction is shared among countries. 

Common external tariff by 1980: Internal free 
trade by 1981. Boliviaa, Ecuador (less developed 
members) have longer time-table tor removal of 
customs duties. Common policy on foreign invest¬ 
ment stipulates 51 per cent local control within 
15 years (20 years for Bolivia, Ecuador) of initial 
investment. Andean Development Corporation 
(1967) serves as common development bank. Agree¬ 
ments on merchant shipping and on treatment of 
migrant workers. 

Commong external tariff and internal free trade 
(largely achieved), intra-regional trade increased 
tenfold (1963-73). Aims at common customs ad¬ 
ministration, fiscal policy, industrial policy etc. 


Common external tariff and protective policy aga¬ 
inst imports from outside. Common scheme for 
incentives for industry envisaged. Joint planning 
in agriculture, aiming at greater self-sufficiency 
and intra-regional trade, covers most items pro¬ 
duced in the region for regional consumption. 
Slower timetables forintegration of less-developed 
members (all those except Guyana, Jamaica, 
Trinidad and Tobago, and Barbados). Caribbean 
Development Bank (1970) lends to public and 
private development projects. 


Africa 


l 5. East African Commu- Kenya, Tanzania, IJganda. 1967 

l nity (EAC) fit Jias now 

► 


Intra-Community free trade, modified by transfer 
taxes’ (internal import duties) imposed by deficit 
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Organisation 


Member States 


Date of 
Establishment 


Main provisions of agreement 


broken down) countries (Uganda and Tanzania against Kenya). 

Common external tariff inherited and adopted 
from colonial administration. Common exchange 
control, posts, railways, harbours and shipping 
and airlines administration through independent 
regional corporations. 


6. Economic Community Dahomey, the Gambia, 
of West African States Ghana, Guinea, Guinea- 
(ECOWAS) Bissau, Ivory Coast, Libe¬ 

ria, Mali .Mauritania, Niger, 
Nigeria, Senegal, Sierra 
Leone, Togo, Upper Volta. 


7. Union Douanier at 
Economique de 1 ’ 
Afrique Centrale 
(UDEAC) 


Cameroon, Central African 
Republic, Congo (Brazza¬ 
ville), Gabon. 


8. Communaule’ Econo- Ivory Coast, Mali, Mauri- 
mique on FAfricque tania, Niger, Senegal, Up 


deFOuest (CEAO) 


per Volta (Observers: Be¬ 
nin, Togo) 


9. Maghreb Permanent Algeria, Morocco, Tunisia. 
Consultative Committee 


1975 Staged reduction to zero of internal customs duties 
and establishment of common externa! tariff by 
1990. Free movement of labour and, ultimately, 
of capital. Harmonisation of agricultural, industrial 
economic and monetary policies and promotion 
of joint agricultural, marketing, research, and 
agro-industrial projects, together with schemes for 
joint development of infrastructure. Elimination 
of interstate disparities in development: establish¬ 
ment of ECOWAS fund for co-operation, compen* 
sation, and development. 

i 1966 Customs union with common external tariff, with 
preferences for EEC and Trench African* coun¬ 
tries. Common investment code. Common central 
bank based in Paris. All countries members of the 
Franc Area. 

1974 Customs union with common external tariff. Joint 
(formerly West policies to be developed on transport and com- 
African cus- inunicat ions, cattle and beef, industry trade, tou- 
toms union— rism, etc. Intra-Community free trade in manu* 
UDEAO) factures. Community Development Fund to be 
established. Common central bank based in Paris, 

1964-70 Permanent intergovernmental committee aiming 
at strengthening Maghreb cooperation. In abeyance 
since 1970. 


10. Association of South Indonesia, Malaysia, Phili- 
East Asian Nations ppines, Singapore, Thailand 
(ASEAN) 


Middle-East 

11. Regional Cooperation Iran, Pakistan Turkey. 1964 

for Development (RCD) (collapsed) 


No customs union. Gradual relaxation of har¬ 
riers to regional trade. Joint negotiations with other 
countries (e.g. EEC) and within GATT. Private 
sector consultation through Chambers of Commerce 
and Industry. Joint highway projects, tourist pro¬ 
motion. Consideration of Asian shipping line. 

Intergovernmental discussion and cooperation 
in fields of industrial cooperation (joint regional 
agreements on establishment of certain industrial, 
transport (RCD) shipping services on internal 
routes), joint public/private enterprise, trade ex¬ 
pansion. No common taiiff or free-trade area. 


Surce : Trade and Developing Countries, Morton and Tulloak. 
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t World nations. It h not true at all 
T of the Gulf. Indeed, the oil-rich 
X countries have a lot of capital and 
X very little skilled labour, and Indian 
X adaptations would be totally irrelevant 
X for them. Capital intensive and high- 
X ly mechanised technologies are favour- 
♦ ed by most oil-rich countries. There 
J arc of course smaller, poorer countries 
T which lack the finance or markets to 
X set up economic-sized factories, and 
X in their quest of import substitution 
X want to set up smaller, sub-optimal 
X equipment more cheaply than the 
X North. While there is fair scope for 
X expanding such exports* the funds at 
% the disposal of poorer countries for 
X such projects is limited. 

X There arc certain areas where devc- 
X loping nations have mastered the use 
j of local raw materials for producing 
X goods, and this could be an important 
instrument for the transfer of techno¬ 
logy and equipment. For instance, 
India is so short of traditional raw 
materials for making paper that it has 
developed all sorts of non-traditional 
materials like grass, paddy straw and 
mesta. This could be appropriate for 
other developing nations lacking the 
usual softwood for paper. Sudan is 


l 

t 

t 

t 

t 

t 

t 


planting jojoba on hundreds of acres. 
This is a plant which produces hydro¬ 
carbons which can substitute diesel 
oil, and it grows on semi-arid lands 
where little else flourishes. If Sudan 
can establish the viability of jojoba, 
it could transfer this know-how to 
other Third World nations. It is pos¬ 
sible to enumerate several such exam¬ 
ples. But at the end of it all, these 
examples pale in comparison with the 
scope for transferring know-how from 
the North to the South. 

Here again we must repeat the re¬ 
frain that South-South cooperation is 
a supplement to North-South co-ope¬ 
ration, and not a substitute for it. 
There is an overwhelming case for 
going ahead with South-South coope¬ 
ration. But it would be unrealistic to 
ignore the considerable political diffi¬ 
culties that stand in the way of co¬ 
operation. And it would be unwise 
to exaggerate the value of such co¬ 
operation, which can only be develop¬ 
ed gradually over a long period. This 
must be regarded as an independent 
objective on its own, and not a reac¬ 
tion to the stalemate in the North- 
South dialogue. Indeed, a look at the 
actual figures suggests that it is a mis¬ 


take to write off Nortlj-South ties. 

While fresh aid commitments are 
falling, there is still so much in the 
pipeline that disbursements are at 
a level which does not call for des¬ 
pondency. By the time the pipeline 
dries up, there is at least a chance 
that the economies of the North 
would have recovered from their 
present woes, and perhaps have 
jettisoned anti-welfarist leaders like 
Ronald Reagan and Margaret Thatcher. 
Even on trade, the picture is by no 
means gloomy save for a few items 
like textiles and footwear. The Tokyo 
Round tariff cuts and non-tariff mea¬ 
sures could offset partly or even wholly 
an increase in protectionism in other 
sectors. And it is a saving grace that 
many countries of the North are at 
least embarrassed by the rise of pro¬ 
tectionism, and seem inclined to re¬ 
verse it when their economies improve. 

It is, therefore, premature to write 
off North-South cooperation and harp 
on South-South tics. Both are neces¬ 
sary. And it is quite possible that 
after a short interregnum, the Third 
World will get more out of North- 
South cooperation than the South- 
South variety. —( Concluded ) 
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Industry and Growth 


At a recent seminar oiganised in Bombay 
by the National Institute for Training 
in Industrial Engineering (N1TIE) on 
‘Industrial India—Growth strategies in 
perspective’ Mr. Ramakrishna Bajaj, 
the well-known industrialist, delivered 
an interesting address. It deserves atten¬ 
tion since it highlights some of the majoi 
issues on the subject and also suggests 
concrete steps to achieve the desired 
objective of spurring industrial progress. 
They may not be quite novel or inno¬ 
vative. Nevertheless they help in getting 
some clarity in pushing with the tasks 
ahead. 

Even at the outset, it is belter if it is 
understood that development does not 
depend only on economic factors. It is 
an outcome of the interplay of a variety 
of factors —political, social and cultural. 
This has to be kept in view. In the indus¬ 
trial Held the country has no dcubt ac¬ 
quired during the last 30 years adequate 
capability, competence and technologi¬ 
cal sophistication to be ranked among 
the ten most industrialised nations in the 
world. It should also be gratifying that 
we have the third largest scientific and 
technical personnel after the USA and 
the Soviet Union, though how far it is 
put to the proper use may be debatable. 

Realising the Objective 

The question, however, remains that in 
spite of the tremendous potential for a 
broadbased, sustained and rapid eco¬ 
nomic advance, we have yet to go a long 
way in realising the objective. Basic ame¬ 
nities like pure drinking water, medical 
care or shelter arc denied tc an overwhelm¬ 
ingly large majority of the people. The 
problem of unemployment is becoming 
more and more intractable. About 48 
per cent of our people s ill live below the 
poverty line and this percentage has been 
increasing. T he economy is constantly 
plagued by the scarcity of one essential 
commodity or the other, necessitating 
imports of a variety of items ranging 
from edible oils and sugar on the one 


hand to cotton, cement and paper on the 
other. We have the slowest pace of eco¬ 
nomic development in the world. 

Though the size of the country and 
its population do not allow any proper 
comparison with any other country, it 
has to be stated that India's annual 
growth rate during the last 30 years 
has been languishing around 3.5 per 
cent. Japan during the same period 
has been able to attain an aveiagc annual 
economic growth of about JO per cent 
till recently. Taiwan also was able to 
achieve an average annual growth rate 
of 9 per cent in the 70s. We are ttailing 
behind not only Japan and Taiwan, but 
also other small countries in South East 

T.T. Vijayaraghavan writes 
from Bombay 

Asia such as South Korea, Singapore 
and Hongkong in the economic race. 
For example, our exports are less than 
half in value of those of each of these 
countries. 

The question naturally arises as to 
why with such abundant natural and 
human resources, we are lagging so be¬ 
hind in development. Mr Bajaj conten¬ 
ded that the high growth rate in the 
SE Asian countries was due to certain 
common characteristics. They arc; 
(i) minimum direct regulation of the 
economy by Government; (ii) harmonious, 
dose and cooperative relationship bet¬ 
ween Government and business; and 
(iiij their economic policies are output- 
oriented and not guided by ideological 
or political considerations. Jn India on 
the other hand in the name of socialism 
statist policies have been adopted con¬ 
ferring a very active and interventions 
role on Government. Thus Government 
expenditure has reached the staggciing 
height of Rs 35,000 crores, i.c. 27 per 
cent of our naliona! income (as against 
12% in Japan). Of this, about 
17 per cent is spent on feeding the bureau¬ 


cracy, leaving only about 10 per cent \ 
for planned development in the public’ 
sector. A soriou* consequence of ex¬ 
cessive Government control is the peiv 
vasive bureaucratic culture. Diiatoriness 
has become endemic indecision-making.: 

Vested Interest in Delay 

This delay hinders growth, breed®/ 
corruption and ultimately creates / 
vested interest in ensuring delay in de¬ 
cision-making. Jt is now acknowledged) 
that all leading business houses, and: 
even State Governments, have to mainff 
tain liaison officers in Delhi just to keep; 
track of the files and speed up theiT 
movements, if possible. The Federation, 
of Indian Chambers of Commerce 
Industry (FICCI) brought out recent}^ 
an illuminating study, “Cost of Time’? 
(published in this journal) giving detailed^ 
figures of cost escalations and loss oft 
production resulting from the delays itt?: 
commissioning a selected number of: 
projects. The point is, apart from the 
delay it entails, every Government regu¬ 
lation or control necessitates an adminis*/ 
trative set up for its implementation and: 
results in pushing up Government ex¬ 
penditure as well as cost of business ope¬ 
ration, both of which are ultimately passed 
on to the consumer in the form Of 
higher taxation or increased prices. The 
Birla Institute of Scientific Research, in 
a study points out that “the adminis* 
trative superstructure, built up to imple¬ 
ment the plethora of regulations whic(r 
surround the country’s economy cost the 
taxpayer as much as Rs 412 croics cal-.' 
culated on the basis of the Central Bud¬ 
get provisions of 1978-79“. It is reckon.-' 
ed that the total cost of Central and 
State Governments on mere adminia* 
tration of I he; e regulations should today 
cx ce c d Rs 1000 era rc s pc r yc a r. 

The regulatory efforts arite from a 
basic misttust of the private sector—* 
especially the so-called large houses and j 
the MRTP companies in particular, tt 
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|$ undeniable that a m/ cable portion 
jjbf our total industrial production origi¬ 
nates from these companies and they 
Constitute the most dynamic segment of 
Our industry. If these companies arc not 
'given requisites fieedom and facilities to 
Cxpand, we will not he able to increase 
OUr production speedily and substant¬ 
ially, or avails ourselves of the eco¬ 
nomies of scale which are assential to 
/make our products competitive, price- 
wise and quality wise. Mr Bajaj gave 
his own pcrsoncl experience. The exist¬ 
ing total licensed capacity of Bajaj Auto 
j Ltd for 2 and 3 wheelers is 2,05,000 and 
[ the company has also reached this rale 
: of production. Lt is, thcrcfoie, trying to 
i obtain Government's permission to cx- 
1 pand its existing capacity by 3 lakh per 
\ year to meet the growing domestic dc- 
| mand and also increase its exports. All 
this is in the national interest, but the 
i Government has not yet been able to 
• grant it so far. The sufferer is the haias- 
t sed consumer for whom a scooter is a 
j cheap and convenient mode of transpoit, 
j It is also ama/ing that while these huge 
; houses are debarred from expanding 
, production, many of the goods they 
.‘.produce are being imported at much 
v higher prices. These include items like 
i cement, paper, fertilisers, caustic soda, 
l aluminium and edible oils. In many of 
J these we have in fact si/eable production 
potential. 

t 

Conductive Atmosphere 

j Though we have a vast reservoir of 
[ technical talent, the absence of conduc¬ 
tive atmosphere reduces the opportuni¬ 
ties for gainful application oflhese quali¬ 
ties. The result has been the vast 'brain 
; drain' which we have been witnessing 
, According to a recent study of the Woild 
Health Organisation, with about I5,(K)() 

, trained physicians outside the county, 
India is the world's largest donor of 
medical manpower and has suffered an 
investment loss of S144 million, since 
training each physician involves an in¬ 
vestment of 1°600". 

Mr Bajaj was. therefore, right in sug¬ 
gesting that the time had come to recon¬ 
sider the entiie development strategy 
and find out how to make our economy 
more efficient. The most urgent task 


today is to create a climate which will 
help step up production and produc¬ 
tivity speedily. It is recognised that ideo¬ 
logies have now been overtaken by tech¬ 
nological development as the famous 
theory of convergence developed by 
Professor Galbraith shows. There is no 
point in placing artificial restrictions 
on the productive capacities of the 
so-called larger houses. These have 
to be removed if export drive in the 
competitive international market is to 
make any sense. Similarly, Mr Bajaj 
suggested that the concept of “licensed 
capacity" which lias become a “sacred 
cow" for Government departments which 
tend to look upon “excess" production 
as something illegal, should be discar¬ 
ded. 

Prime Task 

Second Mr Bajaj urged we should 
undertake a thorough review of exist¬ 
ing controls arid regulations and try to 
dismantle those governing production, 
prices and distribution as they tend to 
perpetuate shortages. This is evidently 
one of the prime tasks of Mr L.K. Jha, 
who is looking into the task of reform¬ 
ing the economic administration. The 
basic criterion that should be applied 
while examining the utility of any con¬ 
trol or regulation should be that the 
benefits of the regulation to the consu¬ 
mer should be at least as great as the 
costs involved. Only those controls and 
regulations that are consistent wile this 
criterion could be retained, which others 
should be replaced by a set of informal 
guidelines to be implemented through a 
system of voluntary but organised self- 
discipline. 

The third aspect relates to the restruc¬ 
turing of our fiscal policies since taxa¬ 
tion itself has become a major disincen¬ 
tive to growth and a major factor in fuell¬ 
ing inflation. High rates of direct taxes, 
according to Mr Bajaj, become a barrier 
to wTiat is called “taxable economic acti¬ 
vity", as they force a si/eablc sector to 
participate in the “parallel economy" 
or seek “untaxable" areas. Though this 
may be controversial there is a case for 
analysing the problem in depth. Apart 
from direct taxes4here is need for res¬ 
tructuring indirect taxes also since they 


are not 

on the lower income groups, a point 
forcibly brought out by the Jha Commi^ 
ttee some time ago. 

Lastly, Mr Bajaj touched on a very 
vital issue, namely increasing workers* 
productivity. Today he said “there is 
growing lawlessness in the labour field 
and traditional or responsible trade 
union leaders are being eclipsed by a 
new brand of leaders who are not much 
bothered about the economics of the 
enterprise and have specialised in 
inciting workers by giving high hopes 
and unrealistic promises. The Govern¬ 
ment also appears to be helpless in the 
face of the rising tide of this populist 
trade unionism." For long, emphasis^ 
has been on the concentration of power 
in management and the need for break¬ 
ing it. But nobody imagined the poten¬ 
tial mischief of the concentration of 
power in irresponsible trade unions. 
This is an issue that calls for serious 
thought and remedial action. 


Tea Talks 


The five-day UNCTAD-sponsored meet¬ 
ing of the main tea producing countries, 
held in New Delhi last week, has failed 
to arrive at an agreement on the regula¬ 
tion of supplies of this beverage in the 
international market. Although the 
participants, which included Argentina, 
Bangladesh, Burundi, China, India, Indo¬ 
nesia, Kenya, Malawi, Mauritius, 
Mozambique, Papua, New Guinea, 
Rwanda, Sri Lanka, Tanzania, Uganda, 
Vietnam and Zimbabwe, reiterated their 
tarlier accord that every exporting coun¬ 
try would be subjected to discipline with 
regard to production and restraint in 
respect ol export growth consistent with 
the supply management scheme, they 
failed to come to any understanding on 
the basis for the allocation of export 
quotas. The past production levels were 
not considered a suitable criterion for 
the purpose. Quite a few countries wanted 
such factors as planned increase in acreage 
under tea and the volume of value added 
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teas to be taken into account while fixing 
the quotas. 

■> It was, however, accepted that exports 
of less than 10,000 tonnes per annum 
should not be subjected to any quota 
restrictions. At the instance of' some 
African countries, including Kenya, it 
was also decided that special considera¬ 
tion should be given to those tea export¬ 
ing countries the production of which 
had been temporarily disrupted by ad¬ 
verse weather conditions or natural cala¬ 
mities. With a view to maintaining ex¬ 
ports of quality teas, it was agreed that 
minimum export standards for black tea 
should be incorporated in the proposed 
international tea agreement. Another 
decision taken was that exporters should 
refrain from shipping all sorts of sub¬ 
standard teas, including tea waste, stale 
teas and contaminated teas. 

The need for further promotion of tea 
consumption in the existing as well as 
the new markets, of course, was empha¬ 
sised. The cost of such promotional acti¬ 
vities is to be borne by both the tea ex¬ 
porting and importing countries. 

Sorting Out Differences 

Further consultations are proposed to 
be held by the major tea exporters in the 
near future to sort out the differences on 
the criteria which should govern export 
quotas so that some useful outcome can 
be ensured at the Geneva meeting in May. 
It is, however, difficult to say how far 
these fresh endeavours will prove fruitful 


general terms of trade are gradually 
worsening against them. Mere promo¬ 
tional activities will not be of much 
help. 

An agreement on regulation of exports 
through the discipline of quotas, 
course, will be the first step only towards 
matching world supply and demand. 
Buffer stocking operations will have'o he 
arranged to iron out fluctuations in sup¬ 
ply because of the vagaries of weather. 
The evolving of a mechanism for buffer- 
stocking too is not going to be an easy 
proposition. 

Indo-Swedish 

Cooperation 

Indo-S wl d isi i economic cooperation 
can be expected to receive a fillip 
from the last week's New Delhi visit 
of the Swedish Prime Minister, Mr 
Thorbjon Falldin. Mr Falldin and Mr 
Nils G. Asling, the Swedish permanent 
Under-secretary of State for Foreign 
Affairs, had wide-ranging talks with 
Prime Minister Indira Gandhi and the 
Union Minister for Industry, Mr N.D. 
Tiwari A delegation of leading indus¬ 
trialists from Sweden, which also visited 
New Delhi at the time of the sojourn of 
Mr Falldin, had fruitful discussions 
with Indian business organisations and 


explosives and chemicals, electrical cq- 
uipment, agriculture and food processing, 
bio-medical engineering, printing machi¬ 
nery and packaging equipment. Collar 
boration is to cover setting up of joint : 
ventures in third countries. Swedefundj 
will be establishing an office in India J 
with a view to promoting Indo-Swedish j 
ventures. k 


Soft Loan 


Veiy significantly, the credit of Rs 250H 
crorcs for a 400 MW Ihcrmal power pro*,i 
jeet has been offered on very soft terms*! 
It will carry an interest of only 2/3 pqjjj 
cent per annum and will be repayable! 
over a long peiiod on the lines of ttoe| 
funds available fiom the IDA. 


In the energy sector. Indo-SwedisM 
cocpciution i expected to be very usefttj^ 
in such respects as (a) export of £oft|f 
waie by Sweden with special reference tqf 
systems design and technology; (4 
using India as a hardware manufacturing 
base by the Swedish industry for 
country projects; (c) reduction of Ira PM 
mission losses (Sweden has done a goo<§ 
deal of R & D work in this field); (#§ 
bulk transmission of power at high voB 
tage; (e) updating of existing eapacitie| 
through modifications at various powe;| 
stations; (f) improving of managemei^j 
in construction industry to cut down th|[ 
time taken for the execution of the prdiS 
jeet: and (g) harnessing of new' and renew¬ 
able source of energy. A joint working 
group on energy has been proposed t$ 


in view of the hardening trend in world 
tea prices as a sequel to a drop of about 
15 million kgs in the output of Kenya. 

Tea production, undoubtedly, is not 
very price-elastic in the short run. Some 
buoyancy in the prices at the London 
auction, therefore, should be expected for 
some time to come. Yet the need for 
evolving expeditiously a regulatory 
mechanism, which should help match sup¬ 
ply in the world market with demand, 
cannot be over-emphasised. A steady 
increase in the unit-value realisation can 
be ensured for the exporting countries, 
all of which are developing ones, only 
through regulation of supplies in a judi¬ 
cious manner. Not only the flow of eco¬ 
nomic assistance to them is becoming 
more and more uncertain but also the 


officials. Several Swedish experts on 
energy had talks with the Union Minis¬ 
try of Energy as well as with the Asso¬ 
ciation of Indian Engineering Industry 
which had organised a two-day Indo- 
Swedish symposium on the subject. 

Two concrete results of Mr Falldin’s 
visit have been (i) an offer by Sweden 
to make available Rs 250 crores credit 
line for setting up a 400 MW theimal 
station at a location to be decided by 
the Government of India, and (2) pro¬ 
viding Swedish assistance to the tunc 
of Rs 45 crores for a social forestry pro¬ 
ject in Tamil Nadu. In general, Indo- 
Swedish cooperation is envisaged to be 
enlarged a great deal in such fields as 
engineering, metallurgy, energy, forestry, 
transport and communication, industrial 


be set up. ; i 

in mctalluigy, the transfer of tec^ 
nology includes the three new processed 
developed by Sweden for direct redtfc^ 
tion of steel—plasma, L-red and ln-red 
technologies. India has shown intei$A 
in all the three processes. The mqs§ 
promising, however, is considered tp b§j 
the In-red process because of its ability 
to use iron ore of a relatively low A 
content and non-coking coal. 

In regard to trade, Sweden has I*!# 
out promise of increasing imports froiii 
India. It enjoys a very favourable balance 
in its trade with India,exporting annual^ 
goods worth Rs 100 crores and import¬ 
ing goods worth about Rs 50 crores. 
No specific new items, however, have 
yet been identified for this purpose. Swe* 
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den considers India a good base for sett- 
ing up joint ventures tor catering for not 
only the Indian requirements but also 
those of West Asia and South-East 
Asia. 

The increased cooperation between the 
two count!lcs in industry obviously will 
call for increased flow of assistance from 
Sweden. C uncutly, Swedish assistance is 
in the form of grants. But to facilitate 
increased flow of funds, the possibilities 
of making available additional assis¬ 
tance or suppliers' credits on conces¬ 
sionary terms is to be considered. 


Wastage in Concrete 
Construction 


Tmiki.ari two extiemes ol engineering 
construction practices. The latest tech¬ 
nology of developed countries is made 
use of by leading construction companies 
to good advantage; at the other end pri¬ 
mitive construction practices continue 

from the time when cement Twas first in¬ 
i' 

troduced. Of course this is common 
to other aspects of Indian life as well: 
the bullock cart still co-cxists with the 
jet plane and a modern flat co exists 
with a hut m a slum. Construction prac¬ 
tices reflect technology appropriate to 
each function and a hybrid technology 
has come to stay, said Mr S.G. Rama- 
chandra, President, the Institution of 
Engineers (India). 

Mr Ramachandra was inaugurating a 
four-day International Seminar and Ex¬ 
hibition on Modernisation of Concicte 
Construction (ISEMCC) recently orga¬ 
nised in Madras. The seminar was 
sponsored by sixteen organisations con¬ 
cerned with a wide range of construction 
activities and supported by the United 
Nations Centre for Human Settlements 
Committee on Science and Techno¬ 
logy in Developing Countries, United 
Nations Development Programme, the 
Council of Scientific and Industrial 
Research and the British Council. It 
vas attended by some 540 delegates 
vhich included from abroad. The 
sminar discussed in si* sessions a wide 


range of subjects concerning modernisa¬ 
tion of concrete construction. Detailed 
discussions were held on mixing, handling 
and placing of concrete; forms, moulds 
and scaffolding; reinforcement and fab¬ 
rication: concrete accessories; concrete 
chemicals; new concrete products; pre¬ 
cast concrete production techniques; 
lightweight concrete; concrete repairs; 
techniques and services; training, test¬ 
ing and control services. 

The presentation of reports on the 
state of art on the various subjects 
pointed to the colossal wastages suffered 
through lack of attention to modernisa¬ 
tion and also to the long leeway to be 
made in this vital area. The size of the 
problem is indeed staggering, In the 
Sixth Plan, for instance, over Rs 40,000 
crores will be spent on construction. 
Half of this will be on buildings and 
structures. Yet there is absolute anarchy 
in this field. Though the National Build¬ 
ing Code was finalised over a de¬ 
cade ago, State Governments and munici¬ 
pal authorities are not still in a hurry to 


S. Viswanathan writes 
from Madras 


implement this. The Indian Standards 
Institution has evolved the standards for 
ready-mixed concrete as early as 1956. 
Yet the wasteful and time-consuming pro¬ 
cess of each contractor collecting aggre¬ 
gates and mixing concrete on his own 
continues. The Organising Secretary, Mr 
Zacharia George, ruefully mentioned: 
“Jn design and construction unfortunate¬ 
ly there is no interface. One often tend¬ 
ed to block the work of the other. As 
late as 1981, not aq ounce of ready- 
mixed concrete had been used in 
Madras" 

Mr Ramakrishna referred to the basic 
malaise : “Very large value contracts in¬ 
variably relate to public projects . . . The 
Government system works on regulation 
and audit and contracting work conti¬ 
nues to be done on the lowest cost basis”. 
Dr V.C. Kulandaiswamy, Vice-Chancellor 
of the Anna Technology University of 
Madras, underlined the primitiveness 
in practices leading to lot of wastage; 


"We do today's job with yesterdays 
tools/' Dr Kulandaiswamy also high¬ 
lighted the other deficiency in the Jndiarf 
set up: though the pool of scientific per¬ 
sonnel is very large and there are over 
800 research institutions in the country, 
there is no evidence of a scientific tem¬ 
per. There is great deal of interest in 
invention and innovation and unfortu¬ 
nately the third vital area of diffusion of 
knowledge is neglected. There is, thus, 
a wide knowledge gap within the country 
between the place where knowledge is 
generated and where it should have been 
distributed. 

Per Capita Consumption 

It was slated that though India was t 
the fifth or sixth largest producer of 
cement in the world, per capita con¬ 
sumption of cement is about a half of 
the world average of about 125 kg. The 
seminar highlighted the fact that much 
of the protracted delay in construction 
and consequent escalation of cost up¬ 
setting national development plans is 
due to outmoded methods of construc¬ 
tion. The seminar referred to the several 
modern concepts in construction techno¬ 
logy which can be adopted with profit 
in India. These include wider use of 
slip forms and lift forms; pumping of 
concrete at the rate of 80-100 m 3 /day 
per machine at heights; supply of con¬ 
crete to match the pumping; accuracy in ** 
surveying for lines and levels for such 
structures through the use of electronic 
and laser equipment; faster methods of 
quality control and non-destructive test¬ 
ing; reinforcement fabrication using 
workshop facilities; specialised shops for 
fabrication of moulds and forms; use of 
chemicals to accelerate, retard, and finish 
concrete to suit new demands; use of 
new types of cements; new types of con¬ 
crete like ferrocemcnt, fibre reinforced 
concrete... 

The chairman of the organising com¬ 
mittee Mr M. Ramaiah, in his welcome 
address deprecated the disorganized state 
of the construction! ndustry and its failure 
to get high quality work. "Often eco¬ 
nomy is sought to be achieved by sacri¬ 
ficing quality,” he said. There was no 
formal training of construction personnel 
to realise the full potential. Testing faci- 
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titles to check and control quality arc 

^ not widely available. The result is pre¬ 
dictable: poor quality and low producti¬ 
vity. Mr Ramaiah said that it was a 
misnomer that labour in developed coun¬ 
tries was cheap. He said that 1 the la¬ 
bour components in the construction 
industiy is not different between develop¬ 
ed and developing countries. 

Crucial Areas 

The seminar helped focus attention on 
some crucial areas. Important among 
these is the training of the huge man¬ 
power that will be required by the in¬ 
dustry. It is computed that in the next 
five years about three million skilled 
workers will be needed by the construc¬ 
tion industry. But so far little attention 
has been paid to training these. It was 
stated that out of 400 industrial training 
institutes in the country, hardly about six 
have provision for taking in candidates 
for training in building construction. Un¬ 
fortunately the demand is not high even 
for these. There was also reference to 
the vast gap between the structure of 
civil engineering course and the needs 
at the site. Several participants referred 
to the need for making the civil engineer¬ 
ing course more application-oriented. 
A major recommendation of the seminar 
is the setting up of a Construction In¬ 
dustry Training Board which would take 
care of the massive training require¬ 
ments. 

The seminar also referred to the im¬ 
perative need for modernisation for the 
sheer size of the economies involved. 
“There arc some thirteen engineering de¬ 
partments in Madras City engaged in 
civil construction work. Per day these 
together need some 200 cubic metres of 
concrete. These departments can pool 
their requirements and set up one or 
even two modem concrete batching 
plants that will make available ready- 
mixed concrete. These will help elimi¬ 
nate the enormous wast iges involved in 
the collection of aggregates like sand, 
stone... and there will be very significant 
economies and improvement in the 
quality of concrete”, said Mr Zacharia 
George. 

There was also need for standardisa¬ 
tion and specialisation. Dr Ramaiah re- 
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ferred to the tendency in civil construc¬ 
tion field for everybody to do everything. 
An organisation can concentrate on the 
supply of reinforcements to the custo¬ 
mers' requirement. Another can specia¬ 
lise in supplying shutter and forms... 
Such specialisation can contribute to 
improving the speed and quality of con¬ 
struction 

There was enormous wastage of timber 
in scaffolding: the quality of shuttering 
is poor. Often one finds a lot of water 
leakage in the shuttering for concreting. 
If only a degree of standardisation is 
brought about in this, for instance in the 
sizes of door* and windows, by using 
modular bricks...a lot of wastage tan be 
eliminated. 

It is a pity that even agencies engaged 
in large construction projects such as 
State Housing Boards and Slum Clear¬ 
ance Boards (in Tamil Nadu these to¬ 
gether construct something like 5000 
houses and 4000 tenements in a year), 
continue to persist with primitive prac¬ 
tices. On the on? hand one finds the 
most modern technologies that are 
avidly pursued. The Structural Enginccr- 
ing Research Centre for instance hits 
facilities and equipment including the 
computer to take to design and testing of 
complicated structures. Yet these have 
by and large remained grossly unused by 
the men on the spot. It was a pity that 
seminars of the type organised with so 
much care and preparation should have 
been allowed to by-pass by the thousands 
ofeivil engineers actively engaged in con¬ 
struction jobs. 


Development Strategy 
for Bihar 


Thi. Association of Indian Engineering 
Industry (Eastern Region) has recently 
issued a report, containing several sug¬ 
gestions for accelerating Bihar’s indus¬ 
trial development. The Association has 
focussed attention on the State’s acute 
poverty despite its immense natrual 
resources and stressed the need for an 
integrated approach to enable it to 
achjeve a more rapid growth of its 


economy. It has recommended that; 
special attention should be given to the 
promotion of electronic industries as 
well as those which will manufacture the 
necessary equipment snd spare parts 
required for coal and other mineral 
based units. It has also called for the 
vigorous expansion of the agro-based ■ 
industries. \ 

The Association lias proposed that 1 
the Bihar Government should set up a ( 
high-powered industrial development j 
council, consisting of senior persons from j 
industry, tcclmociats and officers of the J 
departments concerned. But it is not] 


.■f 

R. J. Venkateswaran writes ] 
from Calcutta 



clear how exactly will this C ouncil be 
able to impart dynamism to industrial 
growth. However high-powered it maf4 
be, it can hardly provide the necessary] 
stimulus to industrial development andft 
diversification so long as constraint^; 
like low power generation. Jack oij 
transport facilities, and redtapism a|j 
the various levels of administration^ 
continue to persist in an acute form*! 
The Association has referred to th# ; 
lack of an atmosphere congenial for; 
industry to flourish. T his is quite tnityj 
But the formation of a Development) 
Council is not going to improve thtf 
climate for investment. The Govern*; 
mentof India has set up Development; 
Councils for a number of major indus-. 
tries. But it is in the industries fot< 
which such Councils have been const!* 
luted that sickness has been raor$, 
severe and widespread. 

The Association has rightly empha¬ 
sised the need to give high priority to 
the development of engineering export# 
from Bihar and, foi this purpose, it h£$ 
pleaded for the modernisation of plaii| 
and equipment of the industrial united 
But exports cannot be promoted in tho 
absence of a sound industrial base an4 
adequate infrastructure. The export 
performance of the engineering industries 
of the Eastern Region has been given a * 
great deal of publicity in recent years. 
But most of these exports have beet) 
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|from West Bengal. The other States of 
the Eastern Region afe yet to assume 
importance in the export trade. The 
PEngineering Export Promotion Council 
should give particular attention U the 
i promotion of exports from Bihar where 
there is a large potential. Apart from 
^ engineering, the other industries in the 
State, including the agro-based ones, 
should be given necessary facilities and 
' incentives to seek foreign markets for 
ji their products. 


! Thc Association has urged the Bihar 
Government to deal with the difficulties 
of the small-scale industries with more 
j sympathy and seriousness, it has pointed 
pout that while the State Bank of India 
it charges interest at 13 per cent on the 
|advances given to the small-scale units 
r for limits above Rs 20 lakhs the other 

i 

* 

it 


public sector banks levy 14 per cent. 
The small units have been facing pro¬ 
blems arising from the lack of testing 
machines of their own and therefore the 
Association has suggested that the State 
Government should sanction them loans 
to buy such equipment. The Govern¬ 
ment should examine these proposals 
and take appropriate action so that the 
existing small units can improve their 
profitability and new ones will be en¬ 
couraged to come into existence. The 
public sector banks should also play 
a more positive role in promoting 
the growth of the small sector. Besides 
providing financial assistance ptomptly 
on reasonable terms, the banks should 
show initiative in helping the small units 
to introduce modern technology. They 
should also take note of the warning 
signals of the impending sickness and 


adopt timely measures to prevent it. 

The Association has said that the 
Bihar Government should set up a 
separate department for dealing with the 
problems of the small scale and cottage 
industries. But in many States where 
such separate departments have been in 
existence, industries in these categories 
continue to face severe hardships in 
getting raw materials, finance and other 
facilities. This does not, of course, 
mean that a separate department is not 
necessary for Bihar. What is pointed 
out is that this will be of little help to 
the small-scale and cottage industries 
unless the Government effectively weeds 
out corruption and the administration is 
fully geared to the tasks of development. 
Meanwhile, the Association should see 
to it that the Bihar Government imple¬ 
ments its proposals as far as possible. 
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Window on the World 


Federal Reserve Under i 

«Mdhl,8 n New York CrOSS^rC ^ 


Scapegoating is a familiar phenomenon 
in public life. Whenever something goes 
seriously wrong, politicians are, as a rule, 
ready to deflect the blame away from 
them; the “mea culpa” attitude is some¬ 
thing virtually unknown to them. The 
Federal Reserve Board, as the custodian 
of the nation’s monetary policy, makes an 
ideal target of attack whenever the eco¬ 
nomy runs off the track. Money is, al¬ 
most always, too tight or too loose; and, 
similarly, interest rates are either too 
high or too low. 

Since December 1980, the interest rates 
have remained in the stratosphere, with 
the prime rate fluctuating between a high 
of 21.5 per cent and a low of 15.75 per 
cent. This record high interest rates for 
a record length of time is now blamed 
for the recession which is clearly under 
way and is still deepening. Predictably 
enough, the Fed has been caught in a 
crossfire, perhaps more mercilessly than 
before, although the attackers themselves 
are, oddly enough, arguing at cross pur¬ 
poses. 

Some Congressional leaders have been 
complaining for some time that the Fed 
policy was aggravating the recession. 
Last December this complaint was perso¬ 
nally conveyed by the Senate Majority 
Leader Howard Baker to the Fed Chair¬ 
man, Paul Volckcr. Around mid-January, 
Rep. Jack Kemp, the zealous advocate 
of supply-side economics in Congress, 
bluntly called for Volcker’s resignation. 
Two recessions in two years should be 
enough, charged the New York Republi¬ 
can, adding scathingly that the seven Fed 
members “are cheering 8.9 per cent un¬ 
employment” and striving for economic 
stagnation in order to slow inflation. 

In a press conference held about the 
same time. President Reagan publicly 
chastised the Fed for being too loose, oof 


too tight. The two-month “upsurge” in 
the money supply sent “the wrong signal 
to the money markets,” said the Presi¬ 
dent. In reply to a further question as to 
whether he wanted the Fed Chairman to 
stay or go, Mr Reagan ducked the issue 
and rather conspicuously refrained from 
giving him the customary endorsement. 

Treasury Secretary Donald Regan 
stepped up the criticism, declaring that 
the Fed’s tools for controlling the money 
supply need to be “sharpened, redeployed 
and made more precise”. Echoing the 
President’s remarks, he argued that the 
“uneven pattern” of money supply growth 
had kept the financial markets in a ner¬ 
vous state. 

Many economists—in the academic 
and business world, also some within the 
administration—have warned, for quite 
some time, that the Fed’s tight money 
policy was setting the stage for a steep 
recession. 

Confused Debate 

In the confused debate that has develop¬ 
ed over the Fed policy truth has become 
a casualty. The Fed’s recent record has 
been far from perfect, but it is being cri¬ 
ticized mostly for wrong reasons. The 
administration’s headlong plunge into 
supply-side economics with deep and pre¬ 
mature tax cuts that ushered in a new 
era of $100-billion budget deficits, has 
imposed an unprecedented burden on the 
Fed and the financial markets. This folly 
has been a major cause of today’s trou¬ 
ble, though the administration is doing 
its best to defend its own economic 
policy. To crown it all, there has been 
the gospel of monetarism which has cast 
its withering spell on the administration 
as well as the Fed. And this has duly 
infected the financial markets which are 
by now fully attuned to the weekly 


money-supply figures emanating from ihi 
Fed and react to them instantaneously. 1 
The absurd length to which monetarism 
has pushed this nation is well illustrat&f 
by what has happened in the last couplJ 
of months. In the first week of Januafj 
the nation’s basic money-supply—reoeiij 
tly rechristened as Mj which is composes 
of cash in circulation plus all kinds Of 
checking accounts—showed a jump Of 
$8.8 billion. As soon as the figure caiw 
out, both short and long-term interest* 
spurted and the bond market tumbled! 
This is the ” wrong signal” sent to tfcif 
financial markets for which Presides 
Reagan criticized the Fed. J 

Since November M t rose at an annual 
rate of 13 per cent, well above the FcOT 
2.5 per cent to 5.5 per cent target tanfm 
for 1982; much of this was accounted fbl 
by the big jump of $9.8 billion in thi 
single week ended January 6. Prima fack| 
in recent weeks money has been growiu 
at double the top rate of the Fed’s targfll 
range; and it is sharply higher than ttarf 
rate of money growth in the July-Octobei 
period, which, accorting to Treasutj 
Secretary Donald Regan, amounted tej 
a meagre 2.7 per cent. 

i 

Statistical Aberration 

Sober-minded economists are notundiil| 
disturbed by these figures. The January S 
jump in money, according to them, wu 
mainly a statistical aberration. ButCrJ 
oddly enough, the administration, bdl 
cause of the monetarist hue it wears, to©M 
a different view and invested it with fagl , 
greater significance than it deserved. Eve^| 
within the Fed itself, some members wer<ji j 
scratching their heads and publicly ex| 
pressing disappointment, even bewilderj 
ment, over the November-Decembe^ 
money growth. 

'‘This is a quite extraordinary expand 
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I I sion in the last couple of months/' says 
Fed member Charles Parice. He could 
not recall a period of Similar growth in 
the demand for money with “what ap¬ 
peared to be a weakening economy’*, “We 
are confused", says another member, Mrs 
Nancy Teeters, hy the money growth 
since, in the last quailer of 1981, the 
nation's output <>i goods and services, 
according to the official figures, shrank 
\ at a 5.2 per cent annual rate after in fla¬ 
il tion. And she intoned, “We are in a hell 
{ of a fix at this point. 0 To tighten money 
| would he ‘ politically painful”, and she 
5 did not like 8. ( ) per cent unemployment 
■■ and plant closings. 

I 

A Blunt Instrument 

| “Monetary policy is a blunt mstru- 
\ menf\ say s Chairman Volckei. He is 
;! certainly right. In fact ft js lar blunter 
f than his actions would imply. Indeed, 

3 one might go further and say that the 
: Fed's failure to recognise, and explain, 
Ithe limitations of the money figures it 
[{publishes every week has been a major 
icauscoftiu unholy confusion cxperienc- 
|ed in recent yea is. 

Former fed Chairman Arthur Burns 
first in trot! need, veiy reluctantly and 
under pressuic from Congress, the policy 
of fixing and publicly announcing target 
ranges for the growth of money in ad¬ 
vance for a whole year, with mid-course 
borreeti tis v\hen warranted, lie did so 
because some influential Congressmen 
who had turned into monetary experts 
tlmost ovet night and had detected a spe- 
dal virtue in the method followed by the 
Bundesbank ol West Germany, believed 
hat such a policy would introduce more 
Jay light into the fed's operations, make 
.t more accountable to the public, and 
ilso conduce to a more stable monetary 
Policy I hey underestimated the damage 
that excessive puhli-, exposure might do, 
especially Imw politicians and money- 
Jjnarkci specuiatots might use the fluctua- 
jjhons in nv>ne\ supply to serve their own 
i|ndSand thereby make il even more dilfi- 

I "suit for the fed to aitend to its highly 
sensitive task of money management. 

Dr Burns was fully aware of the risks 
nvolvcd, yet he had to bow to the Cong¬ 
est. The asiutc doctor therefore made 
skilful compromise, cleverly ensuring 
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for the Fed a kind of privacy in public 
light. He introduced a whole scries of 
Ms and fixed whatever targets he consi¬ 
dered desirable for each, fleeting from 
one to the other as circumstances 
demanded, amending them suitably every 
six months or so, thus propitiating the 
masters, yet doing virtually what he in¬ 
tended to do as the head of an autono¬ 
mous body. He stooped to conquer, 
and did so quite successfully. Not that 
Dr Burns was immune from criticism ~ 
given the very nature of its job, the Fed 
in fact can never be immune. But, by 
and large, he managed things rather 
well. The secret of his success lay in 
the fact that he had his eyes firmly fixed 
not only on the Ms he played with, but 
also on the price level, on interest rates, 
and on the dollar. 

Bad to Worse 

Things changed rather radically after 
Dr Burns left the Fed. In particular, the 
importance of maintaining a strong dollar 
was overlooked; some key officials even 
saw a virtue in a depreciating currency; 
and the sinking dollar became a power¬ 
ful engine of inflation, both at home and 
abroad. As things went from bad to 
worse, the monetarists began clamouring 
for the adoption of their brand of magic 
cure. 

In summer 1979 President Carter, 
faced with one of the recurrent dollar 
crises, appointed Paul Volcker as Fed 
Chairman, and this served as a tranquili¬ 
zer for the financial markets. But the 
lull did not last long. Another crisis 
flared up in late September. On the 
evening of October 6, 1979, a Saturday. 
Mr Volcker took a giant step towards es¬ 
pousing monetarism as official Fed 
policy. He unpegged the federal funds 
rate - which had hitherto been directly 
regulated by the Fed and which had 
served as the benchmark for all other 
rates sent it afloat, and decided to fix 
his attention almost exclusively on con¬ 
trolling the money supply while allowing 
the interest rates to find their own levels. 

It was an unmitigated blunder. For it 
ushered in an era of wildly fluctuating 
interest rates. 

Paul Samuclson, M.i.T. Professor and 
a Nobel Laureate fn economics, once 


4 called ti» Fed a ’’ 

with one eye fixed on the money supply 
and the other on interest rates. This oft-^ 
quoted remark has given rise to a lot of 
controversy. To monetarists it signified 
a lethal flaw; and they used it to press 
the Fed vigorously to forget interest 
rates and to concentrate singlemindedly 
on the money supply, allowing it to grow 
at a steady and moderate rale. In this 
crusade they were joined by powerful 
financial interests whose zeal, needless to 
say, sprang neither from objective pur¬ 
suit of scientific truth nor from altruistic 
motives. Their stepped-up lobbying 
campaign paid off. What they failed to 
get from wily Arthur Burns they finally 
managed to extract from a less wary 
successor. And as noted above, in Octo¬ 
ber 1979, they booked their firs" specta¬ 
cular victory. 

However, Mr Volcker's embrace of 
monetarism, though it smacked of whole- 
hoggerism, was somewhat tempered in 
practice, if only because no central 
banker can turn a completely blind eye 
to what happens to the financial markets 
and the interest rales. Such deviations 
attracted the wrath, and taunts, from 
leading monetarists who. from time to 
time, fired their volleys or hurled their 
barbed shafts against the Fed. All in 
all, the year 1980 was marked by extreme 
volatility both of interest rates and money 
supply. 

Forging Shackles 

TI eti came the election victory of Mr 
Reagan. The monetarists were elated; 
the road to their paradise now lay clear. 
After all, his long-recognised economic 
guru was—and still is - none other than 
Milton Friedman, the apostle of nine¬ 
teenth-century-style laissez-faire and of 
the crudest brand of monetarist dogma. 
Friedman’s disciples were soon installed 
in key positions within the administra¬ 
tion; and spearheaded by Beryl W. Sprin- , 
kel, Under Secreta»y of the Treasury for 
Monetary Affairs, they proceeded to 
forge stronger shackles for the Fed. Mr 
Sprinkel went the length of almost bully¬ 
ing the Fed in public, sought to lay down 
the rules for its operation, and practi¬ 
cally forced it to keep a tighter lid on % 
money supply which was then expanding; 
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* warworn® rapid x«c; msiEmp* 
^vas alarmed by his aggressiveness where 
e was nicknamed, “Beryl, the Peril.” 
After a public row that threatened to 
unsettle the markets, the Fed and the 
administration came to a tacit under¬ 
standing that the Fed would slow down 
the money supply and would also refrain 
from criticising the official fiscal policy 
even though it threatened to produce 
huge budget deficits, while the adminis¬ 
tration in its turn would make no public 
comments on the Fed's monetary policy. 
This de facto surrender of its autonomy 
was both unfortunate and unwarranted. 
The truce it bought with it proved costly 
and shortlived. 

, Slack in Economy 

For example, late last spring when in¬ 
flation was perceptibly coming down, 
there was an excellent opportunity to ex¬ 
pand the money supply and to bring 
down the interest rates to a more toler¬ 
able level. There was enough slack in 
the economy with a jobless rate of over 7 
per cent and plant utilisation around 75 
per cent—to justify such a move; it could 
have been done without refueling infla¬ 
tion; and it was an obvious duty of both 
the Fed and the administration to reas¬ 
sure the public on this point. The oppor¬ 
tunity was thrown away. Under the pres¬ 
sure exercised by Beryl-the-Peril, the Fed 
kept the money growth much too tight; 
and as a result, the interest rates stayed 
skyhigh. There is little doubt that this 
was the most potent, proximate cause for 
plunging the economy into a new reces¬ 
sion. 

With this the Fed-Administration truce 
has collapsed. A fresh round of bicker¬ 
ing has ensued between the two; and as 
the recession deepens, the bickering in¬ 
evitably gains in sting. When the mark¬ 
ets reacted with deep distrust rather than 
euphoria for the Reagan programme, the 
Tisasury began to press the Fed to step 
up the money growth which, it complain¬ 
ed, was below the already-accepted 
target range. Earlier, the growth of 
money supply was too “rapid”, later it 
was too ‘ slow”, and more recently it has 
been called too “erratic”. 
k By now it is abundantly clear that the 
Reagan economic recovery plan has been 



stabbed in the back-^by its own archi¬ 
tects! Despite all its follies—budget 
butchery, tax-cut orgies, headlong plunge 
into long-range fiscal commitments--the 
plan might have been salvaged in its essen¬ 
tials by resumed growth without having 
to wade through another deep recession. 
It is the monetarist Reaganites who, 
from within the administration, gave it 
the coup de grace. 

What has gone wrong is crystal clear, 
except to those who act deliberately 
blind. The Fed was not established to 
serve a Friedmanite fad. There is no 
virtue, but a great deal of naivete - and 
irresponsibility- in hooking up a three- 
trillion-dollar economy to M r A, Mj-B, 
M 2 or, as is now the case, to M|; all of 
them are, though in varying degrees, 
volatile, elusive, “guess-timated”, subject 
to corrections, and misleading. Indeed, 
the very concept is ridiculous. It is like 
trying to tame and guide an elephant by 
its tail. 

It is also fatally wrong on another 
count. For, what matters most for the 
economy is not the quantity of money , 
howsoever defined, and its growth, but 


THr oviikwhi l ming Socialist victory in 
France last June not only ended a thirty 
year period of right of centre Govern¬ 
ments but also began an economic 
reversal of the currently fashionable 
regime of monetary deflation in Western 
Europe which concentrates on curbing 
inflation whatever the economic conse¬ 
quences—massive unemployment and 
decline in output. President Mittcrand 
had been voted into office on a pledge of 
a shift in policy towards growth from the 
bitter medicine of monetarist counter- 
inflation. The new economic orientation 
involved the boosting of economic acti¬ 
vity and the creation of more jobs to 
reduce unemployment by means of a 
redistribution of income. His most 
controversial measures were reflation 
and nationalisation. 

Reverting to the Keynesian doctrine of 
demand management, which had been 


its price, that is, interest rates , If the Fed 
must act as a “one-eyed” animal, then it 
must concentrate on interest rates and 
try to keep them as stable and as reason¬ 
able as possible, both in the short and 
the Jong term, while regulating the supply 
of money and credit to achieve this over¬ 
riding objective. 

In the leal world, however, the Fed 
has to act as a many-eyed animal. It 
musl adequately lubricate the wheels of 
the economy with money and credit; it 
must protect the integrity of the currency 
and therefore keep inflation in check 
and maintain a fairly stable rate of ex¬ 
change; it must also act as the “lender 
of lust resort” if a crisis strikes. These 
are mandatory responsibilities of the Fed. 
To ignore them and to concentrate on 
M-chasing is tantamount to a grave 
default. Thisi s precisely what has hap¬ 
pened to the Fed, especially under the 
stewardship of Chairman Paul Volcker, 
How and when it will be put back on the 
right track is by far the most burnnig 
question that faces the United States 
economy today. But so far there is no 
sign of an answer on the horizon. 


the dominant policy in the Western 
world in post-war years till the shift to 
monetarism and supply-side economics, 
lie gave a stimulus to the recovery of 
private consumption by raising the 
minimum wage in three stages : by JO 
per cent in June last year and additional 
3 per cent in September and 2,4 per cent 
in November. To cushion the impact 
on employers (and thereby curbing infla¬ 
tion) he reduced the employers’ social 
security contributions. Other refla¬ 
tionary measures were higher social secu¬ 
rity benefits and family allowances. On 
ihe price front he took a number of 
measures to freeze, temporarily control 
or set a limit to increases on prices of 
mass consumption goods and public 
utility charges. But the price freeze was 
not applied to industrial products. 

One of the most controversial measure 
was the enlargement of the public sector 
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; by nationalising indititries (most of which 
were ailing) and banks. Two main steel 
■, plants, U si nor and Sacinor, accounting 
for 80 per cent of steel production, were 
taken over. These in line with other 
West European steel plants had been los¬ 
ing heavily. Their nationalisation was 
completed by the Government by con¬ 
verting special loans extented to them 
from 1975 to 1981 into shareholdings 
which gave the Government 95 per cent 
of the share capital. 1 ive other major 
industrial complexes, making chemicals, 
pa rac he mi cals, construction materials, 
electrical and electronic engineering and 
the armament depaitments of Dassault 
and Mati a were nationalised. Together 
these companies have a working force 
of 760,000. In the finance sector 36 
banks with aggregate annual deposits 
of more than 1 billion francs per annum 
were nationalised. But these arc much 
smaller than the three big banks nationa¬ 
lised much earlier. After the latest 
takeover 85 to 90 per cent of the banking 
activity, with a work force of 200,000, 
came under Government control. 

In fiscal and financial policy, taxes on 
top brackets of income v\ere raised and 
a wealth tax is under consideration. 
Control of inflation was based on a 
reduction in the amount of liquidity in 
,|he economy by setting the target for 
money supply growth at less than that 
of nominal GDP and to hold the Govern¬ 
ment borrowing requirements to less 
than three per cent of the GDP. 

Employment Pact 

The measures to create more jobs in 
the public sector were by creating new 
civil service posts, subsidising house 
building and youth employment and in 
the private sector by tax incentives. The 
strategy is based largely on investments 
particularly in the building sectoi which 
is set to grow by 35 per cent represent¬ 
ing more than a quarter of non-defence 
capital spending. In the private sector 
thq main method is ‘‘the national employ¬ 
ment pact’'. These are intended to 
encourage firms to take on more workers 
by offering them a 50 per cent exemption 
for one year on the firm's social security 
contributions upon recruitment of young 
people, single women and long-standing 


unemployed of mom than 45 years of 
age and total exemption for the recruit* 
ment of young apprentices. As the 
Govenment has already given a boost to 
consumption, the increased demand 
would encourage growth in output and 
more employment. The Government 
estimate is that these measures would 
create half a million new jobs. Other 
measures include reduction of statutory 
working week from 40 to 35 hours bet¬ 
ween 1981 to 1985 and increase of paid 
annual leave from 4 to 5 weeks. Initially 
these measures had caused alarm in the 
private banking and industrial sectors. 
Billions of francs were smuggled abroad 
by the rich mostly to Switzerland. 
Monetarists warned that the shift in 
policy would result in hyper-inflation. 

Government's Response 

There were also other adverse internal 
developments. The French Constitu¬ 
tional Council a right wing body 
chaired by a Gaullist which acts as a 
supreme court, asked by the Opposition 
parties to make a ruling on the Nationali¬ 
sation Act supported their view that 
compensation was inadequate to the 
nationalised banks and industries. The 
Council’s verdict also clearly showed 
disapproval of the new socialist style 
economy. The Government response 
was to draft a new formula for compen¬ 
sation which in fact would result in 
thousands of shareholders receiving 
less than the original proposals 
which had been rejected by the 
Council. The Government intends to 
push the measures through Parliament 
in which it has an overwhelming majority. 
If the Council once again rejects the 
new formula, there will be moves to 
revise the Constitution. 

The second internal upset was the 
defeat of the Socialist candidates in 
four parliamentary elections, the four 
seats in cjnstitucncies near Paris going 
to the Opposition candidates. It was 
acclaimed as a superb triumph by Gaullist 
leader, Mr Chirac, and as the beginning 
of disillusionment by Mr Giscard, the 
former President. In fact, the defeats 
were caused by a high abstention rate 
in Communist areas arising from Com¬ 
munist disapproval of a slow-down in the 


from the Social Democratic wing of like 
Government. The Communists are allied 
to Mitterand’s Socialists and have fot# 
seats in the Cabinet. But the Socialists 
on their own have an overall majority in 
the Parliament. The defeats will not 
affect Mitterand who has been elected 
for a 7 years term and may indeed lead 
to a quickening of Socialist reforms. 

Significant Development 

A more significant development is the 
approval, though qualified of the French 
Socialist Government programme by the 
OECD, the Organisation for Econo¬ 
mic Cooperation and Development, 
whose 24 members, including USA, 
Canada, the West European countries,* 
Australia and Japan are the most deve¬ 
loped and richest in the world. In its 
economic survey 1981-82, published on 
Fcbiuaiy 2, the OECD says that the 
shift in policy towards growth rather 
than counterdnflation will result in a 
moderate growth. It says that “in 1982 
and the first half of 1983 recovery in 
output which got under way in the 
second half of 1981 (when Mitterand 
administration took office) will continue 
with annual GDP growth running at 
round 2.5 to 3 per cent”. At the same 
time the rate of unemployment will steady 
this year and inflation slow down in 
comparison with 1981. The external 
deficit this year will he between 5 to 
5.1 billion francs which is still less than 
one per cent of France’s GDP. 

The prospects of faster French eco¬ 
nomic growth compared with the mone¬ 
tarist USA and UK is a severe blow to 
the economic fundamentalism of Presi¬ 
dent Reagan and Mrs Thatcher which 
has caused and is still causing immense 
damage to the private sector industry 
and swelling unemployment in their 
countries. 

The French example of giving priority 
to employment has been now followed 
by West Germany, Europe’s key 
economy. Chancellor Schmidt obtained 
Parliamentary approval on February 5 
and a vote of confidence for a massive 
job creation package expected to produce 
more than half a million jobs. The 
reflation envisaged is DM 40 billion 
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which is to be partly financed by a one 
jper cent increase in the Value Added 
fax. The package includes 10 per cent 
in investment allowance on capital 
expenditure on movables such as 
machines, an increase in low interest 
rate, credits for small and medium sized 
companies and for public expenditure 
on the environment and increased 
Government spending in the building 
and energy saving sectors. An additional 
DM 400 million is earmarked for 
combating youth unemployment by 1985. 
West German unemployment has been 
growing rapidly and is just under two 
million or 8.2 per cent of the working 
population. The reflation in West 
Germany is more important for the 
West than France’s and could provide 
a boost to other economies. 

Where France is apparently set on a 
path which could harm the world trade 
is protectionism. The French Govern¬ 
ment recently announced a strategy to 
“reconquer the French market”. This 
reportedly involves subsidies and tax 
concessions to 14 French industrial 
sectors and agreement between pro¬ 


ducers and importers to reduce the level 
of imports in some cases from 60 per 
cent to 30 per cent. The imports to be 
cut include textiles, machine tools, 
electronics, footwear and toys. France 
already has imposed strict controls on 
imports of Japanese cars. The new 
measures will affect other members of 
the EEC. 

The EEC and other member countries 
consider that the French intentions are 
a serious threat to the free trade basis 
of the EEC and individual members 
including Britain have warned France. 
If however France goes through with 
the policy the European Economic 
Community will face an internal trade 
war and the risk of collapse. 

Chinese Readjustments 

After two years of stabilisation policies 
and tentative economic reforms that re¬ 
duced national income growth to an 
average six per cent in 1979-80 from over 
12 per cent in 1978, China’s budgetary 


authorities proceeded to adopt highly 
restrictive policies at the start of 1981. 
And Chinese policymakers have recently 
ratified a plan that will maintain the 
austere stance of fiscal and monetary 
policy in 1982. 

The impact of the austerity measures 
in 1981 was most dramatic in heavy in* 
dustry and capital construction, where 
annual production fell below 1980 levels, 
Indeed, midway in 1981, heavy industrial 
output was nearly 10 per cent below the 
year-earlier period; a modest recovery in 
the second half moderated the fall, bring¬ 
ing annual production to about four per 
cent below 1980. 

The decline in China’s heavy industry : 
last year was concentrated in marginal 
enterprises, particularly the smaller coal 
mines and metallurgical plants. Given 
their antiquated technologies, these plants 
have long operated at economic losses 
simply to boost gross output figures and - 
employment. And because of China’s^ 
irrational price structure, the extent of 
such operating subsidies was often un¬ 
known by central planners. 

Spending on capital construction in 1981 .i 
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fell to 25 percent below that of 1980 as 
construction organisations were directed 
to complete unfinished projects rather 
, than begin new ones. One major cons- 
truction project that may win approval 
in 1982 is a nuclear power plant. It 
would be China’s first, and would be 
located in Guangdong province near 
Hong Kong. 

The shift of i t-sourecs away from heavy 
industry did contribute to bottlenecks 
for certain key materials as well as bud¬ 
getary hardships in sonic regions last 
year. Still, the growth of light industry 
and agriculture remained strong and 
more than offset the declines in other 
sector'*. Indeed, output of light industry 
and textiles rose 14 per cent in 1981, 
after an increase of 18 per cent in 1980. 

Despite problems with flooding and 
drought in th: early summer of 1981, 
total grain production for the year is 
estimated 325-330 million nietiic tons-... 
only slightly below the 1979 record har¬ 
vest. Estimates of total agricultural 
production show a 21 per cent rise above 
the 1980 level, with cotton, sugar, and 
oilseeds posting the r.t longest gains. 
Growth in the livestock sector, however, 
slowed from the rapid pace achieved in 
1979-80. All in all, national income 
growth last year is estimated at just three 
per cent. 

Inflation Eased 

Various austerity measures to limit 
wage increases, maintain State employ¬ 
ment levels, and reduce public spending 
helped ease domestic inflationary pres¬ 
sures last year. Significantly, the last state 
budget deficit was cut to 2.7 billion yuan*, 
equal to only one-fifth the 1980 deficit. 

The most rapidly growing component 
of Government expenditure has been 
outlays for consumer subsidies, which 
rose 50 per cent in 1981 to 32 billion 
yuan. Prices for tobacco and liquor 
were raised nearly 40 per cent at the end 
of 1981 to offset partially these subsidies 
paid lor grains, cooking oil, meat, etc. 

Actual inflation rates in China are 
difficult to estimate, but the official data 
will probably show an increase in retail 
prices of only 3 to 4 per cent in 1981, 

*1 71 Vuan US $ 1 estimated exchange rate 
i\n I'JSU 
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an improvement over the six per cent 
rate recorded in both 1979 and 1980. 
Part of this improvement can be traced to 
official efforts to contain monetary 
growth. 

The direction of the effect such domes¬ 
tic austerity will have on China’s foreign 
trade is clear, but the extent of the shift 
toward balance remains uncertain. In 
the first half of 1981, China’s imports 
grew more rapidly than its exports. 
Data through September released by the 
Ministry of Foreign Trade indicate, how¬ 
ever, that imports fell sharply in the 
summer and that China recorded a trade 
surplus of SI billion in the third quarter. 

Machinery Imports 

Imports of machinery were down 
significantly in the first nine months of 
1981, but they are likely to increase once 
again in the wake of agreements signed 
with Japan. Grain imports were high in 
the first half of the year, but dropped off 
significantly in the second half. China 
has signed several bilateral agreements 
to cover annual imports of 12-17 million 
metric tons of grains to supply coastal 
regions. China's trade deficit with the 
member nations of the International 
Monetary Fund is estimated to have 
been $1.0-1.5 billion in 1981, compared 
with a $2.2 billion deficit in 1980. 

At the end of 1981, Finance Minister 
Wang Bing-quian estimated China’s ex¬ 
ternal liabilities had reached $4.7 billion, 
up from $3.4 billion at the end-!980. 
(This figure probably does not include 
liabilities in certain joint ventures and 
provincial compensation agreements.) 
During the year, China received its first 
World Bank loan of $200 million for 
educational projects, and several other 
major project loans are anticipated for 
early 1982. China will probably draw 
another 450-million SDR tranche from 
the IMF in 1982. which will boost its 
total drawings from multilateral sources 
to $1.5 billion. 

China's ofhei major source of foreign 
capital has been Japan. A 300-billion- 
yen loan has been negotiated to help 
finance the completion of the Baoshan 
steel complex and two petrochemical 
projects at Daqing and Nanjing. Japan 
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has also been providing annual loans of 
50-60 billion yen for infrastructure deve* 
lopment in China, and more than 200 f 
million yen has been granted for offshore 
oil exploration and development in the 
Bohai Gulf. The US official credit re¬ 
mains at less than $100 million. 

During the past year, spokesmen for 
economic development and new projects 
have begun to stress the need for a new 
five-year plan and a shift of resources 
back to heavy industry and construction. 

Banking System 

Continuing the trend of recent years, 
China moved at the end of 1981 to re¬ 
organise and upgrade its banking system. 
The People’s Bank announced an increase ■ 
in interest rates paid to depositors and 
charged to borrowers. For transactions 
with maturities between one and five 
years, interest rates will range from 6.48 
per cent to 8.28 per cent for overseas 
depositors and from 5.76 per cent to 7.92 
per cent for domestic depositors. At the 
same time, the Ministry of Finance 
authorised the establishment of a new 
investment bank to raise foreign loans 
for joint ventures in China. 

The outlook, then, is for China’s eco¬ 
nomic growth to remain modest in 1982, 
with national income growing at approxi¬ 
mately the planned rate of four per cent. 
Some recovery in heavy industrial pro¬ 
duction and capital investment is anti¬ 
cipated. Domestic investment will conti¬ 
nue to emphasise infrastructure, drawing 
upon financing and expertise provided 
by the World Bank and foreign Govern¬ 
ments. And on the external front, China 
is expected to post a hard-currency trade 
deficit of approximately $2 billion. 

China’s new tax legislation should help 
stimulate offshore oil development in 
several promising areas. Given the ma¬ 
gnitude of offshore petroleum investments 
and the delays anticipated in develop¬ 
ment, however, international oil com¬ 
panies and banks will be carefully asses¬ 
sing the political risks involved in direct 
investment. Still, the long-term outlook 
for China appears promising, particular¬ 
ly when contrasted with the slow growth 
seen for the other centrally planned eco¬ 
nomies in the 1980s. 

Source: International Finance 
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Point of View 


Public Enterprises and 

Arvind Gupta 20-Point Programme 


Among tho various reasons to which losses in the public sector 
enterprises can be attributed two major causes are that prices fixed 
by the Government for their products are unremunerative and there 
is a lack of cost consciousness in these concerns at every level. 

To improve the functioning of the public sector units in this year 
of productivity, effort should be concentrated on increased capacity 
utilisation and generation of internal resources to cater for future 
expansion. This would meet the requirements of the new 20-point 
programme which lays stress on the profitability of public sector 
enterprises. 


Tiie Prime Minister's “agenda for the 
nation" as spell out in her new 70-Point 
Economic Progiamine has been labeled 
aptly as ‘old wine in a new bottle'. Ho¬ 
nestly speaking, it would be difficult for 
anyone to refute such an observation as 
there is hardly any significant change 
from the older programme. One can only 
find one important addition to the list 
which makes the agenda worthy of be¬ 
ing calling as ‘new'. It is Government's 
concern for the working of public sector 
enterprises. 

The public enterprises under the con¬ 
trol of the Central Government have 
been incurring overall losses since 1976- 
77. Year after year, the losses have been 
rising sharply. The operations of these 
enterprises, except for early Seventies, 
have resulted in large accumulation of 
losses. It is about time, therefore, that 
some concerted efforts are made to im¬ 
prove their functioning. 

Lei us see how the new programme 
would attempt to improve the function¬ 
ing of the public sector undertakings. 
It is expected that the programme would 
concentrate on two fronts: First, it would 
attempt increase in capacity utilisation; 
Second, internal resources generation 
will get augmented with which future 
expansion programmes of the enter¬ 
prises could be financed. While there is 
no specific mention about the profitabi¬ 
lity aspect, it is implicit in the generation 
of internal resources. 

With the object of boosting produc¬ 
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tion, the Government has already dec¬ 
lared the current year ‘as productivity 
year’. Consequently, different Minis¬ 
tries have been asked to revise their tar¬ 
get of production for the year. Over 
the past three years it is observed that 
utilisation of productive capacity has 
not been a major constraint generally. 
The factors responsible for hampering 
production are predominantly infrastruc¬ 
tural in nature. The Cabinet Commit¬ 
tee on Infrastructure, which was formed 
last year to monitor the performance of 
infrastructural enterprises and take 
steps to improve their working, has 
shown little vigour in this direction. A 
careful strategy has to be evolved by 
the enterprises themselves to improve 
production and achieve higher producti¬ 
vity. However, care should be taken to 
ensure that capital does not get blocked 
in high inventories. 

The aspect of generation of internal 
resources needs still more careful thought. 
Wc know that mobilisation of internal 
resources depends primarily on how' 
well these enterprises perform in terms 
of profitability. The profits retained in 
business and the statutory provision for 
depreciation together constitute internal 
resources. It is, however, important to 
note that even if the enterprises do not 
reflect high return on the capital em¬ 
ployed, they would build up internal 
resources. This is what has happened so 
far : A major proportion of internal re¬ 
sources has been generated in the form 


of depreciation. Not only this, the re*]j 
sources mobilised internally have often ; 
exceeded the targeted level during some 
years in the Seventies. 

The retained profits, on the other 
hand, for reasons of low returns have* 
never been significant, it is needless to- 
ponder on issues like “profits” or ‘'no.! 
profits" for the Indian public sector 
tcrpriscs. The present economic condt^ 
tions calls for a cautious and a welt] 
thought-out policy for public enterprise^ 
to generate more and more surpluses* 
The public enterprises should plan fo^ 
profits. It would be useful if both the ex«$ 
cutives and the workers treat the yeaf 
1982 as the ‘profitability year’ too. ^ 

i 

Poor Performance - 

The performance of Central publi| 
enterprises in terms of their prof tability 
for the year 1980-81 would be known only 
when the Public Enterprises Survey oI 
the Bureau of Public Enteiprises is pret 
sented to Parliament during the budget; 
session. However, on the basis of what 
Finance Minister stated last year in 
Parliament and the events that have 
followed provide sufficient indications; 
that the Central piblic enterprises am 
in for large losses for 1980-81 too. If 
this happens, which is almost certain, 
then the senior executives of public enter* 
prises w'ould once again be in serious 
trouble as they would be pulled up not, 
only by Parliament but also by Govern* ! 
ment. 

The Finance Minister made a state* J 
ment in the Lok Sabha last year wherein j 
he said that in the first six months of ; 
1980-81, the losses (of public enterprises) 1 :! 
aggregated to Rs 299 crores. During j 
the corresponding period in 1981-82* ; 
the entire public sector has made a pro- ! 
fit of Rs 48.47 crores, as against a loss 1 
of Rs 299 crores in 1980-81. It is very 
unlikely that these enterprises would, 
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ftiave recovered losses in the remaining 
!»ix months of 1980-81. As such, it leaves 
'little doubt that for the year 1980-81 
/the Public Enterprise Survey would show 
a greater loss to the nation. 

Question, therefore, would automati¬ 
cally arise whether the overall loss is 
not a sufficient indication of Govern¬ 
ment’s failure to manage public enter¬ 
prises efficiently. Since in the case of all 
enterprises, profits do not necessarily 
reflect efficient operation, so the losses 
also cannot he treated merely as the 
result of inefficient operation. The cri¬ 
terion of commercial profitability, in¬ 
deed, is a highly unsatisfactory one as 
it ignores completely the social benefits 
accruing from public enterprises. But 
still it is widely appreciated and com¬ 
monly understood. There is, therefore, 
no reason whatsoever why the enter 
prises in the public sector should deviate 
from this. 

Social Objectives 

However, in cases where it is felt that 
the losses are due to the social responsi¬ 
bilities imposed on these undertakings, 
which may be out of management's con¬ 
trol, it is for the Government to come 
forward with a clear enunciation of 
social objectives. This would help mak¬ 
ing proper allowance for social objec¬ 
tives and help justify the losses. Time 
is ripe for the Government to take stock 
of the operation of public enterprises 
during the last three decades and for 
presenting a while paper to the nation. 
This would go a long way in restoring 
people’s confidence in the public sector. 

Among the various reasons to which 
could be attributed the losses in public 
enterprises, two are most important, 
it is believed that the prices tixed by the 
Government for the pioducts ol the 
public sector are unrcmuneraiive, forc¬ 
ing the public enterprises to eat up some¬ 
times their capital. Another reason is 
the prevailing lack of cost consciousness 
in public enterprises at cverv level. The 
rising cost of production does not only 
offset the profit margin but also result^ 
in decline in “value added” by the ma¬ 
nufacturing enterprises. 

The prices of products like coal, fer¬ 
tiliser. steel and petroleum are fixed by 
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the Government. Coal and fertiliser 
industries are the two major indus¬ 
tries which impair the overall profitabi¬ 
lity of public enterprises. Some positive 
steps, of course, have been taken by the 
Government to improve the situation by 
permitting incieases in administered pri¬ 
ces. The Government has already revi¬ 
sed the prices of various products of 
the public sector. Noteworthy among 
these arc the revisions concerning coal. 
In July, 1979, the average price of coal 
produced by Coal India was raised to 
Rs 101.18 from Rs 64.71 per tonne. The 
price of coal produced by the Singareni 
mines was stepped up to Rs 99.92 from 
Rs 68.50. In February, 1981, the former 
price was increased further by Rs 26.84 
per tonne to Rs 128.02 and the iatlci to 
Rs 136.85. This increase would enable 
the coal industry to greatly reduce its 
accumulated losses. 

As such, the coal industry would reflect 
a better performance in 1980-81. The 
prices of steel, crude oil and petroleum 
pioducts, similarly have been raised. 
However, as these revisions were affected 
in the second half of the year their 
impact on profitability would be fell only 
when the Public Enterprises Survey for 
1981-82 is available. 


Another important indicator of ope¬ 
rational efficiency of manufacturing en¬ 
terprises is the value added by them. 
It is a common feeling that there is lack 
of cost consciousness in public enter¬ 
prises which results in rising produc¬ 
tion cost. Increasing cost of produc¬ 
tion affects addition to value adversely. 
The Buieau of Public Enterprises appears 
to be concerned with the rise in “value 
added” in absolute terms. Over the last 


eight years for which data am available^ 
value added is claimed to have definitely 
shown a rise. The survey compares?*, 
addition to value with the capital em¬ 
ployed and finds increase in the value 
added. This comparison is misleading. 
Whenever the prices of products are 
mised, the value added content would 
automatically *ho\v a rise. 

Capital employed is an unsatisfactory 
base for comparison for the i cason that 
it is based on historic cost and does 
not reflect the current value of assets. 
Moreover theoretically, capital employed 
decFncs overtime because of being net 
of depreciation, it goes up when addi¬ 
tional capital is deployed. 

A realistic comparison should elimi-y 
natc the price-affect in value added. There-* 
fore* it is essential to compare value 
addition with turnover. We did so and 
found that for the period 1972-73 to 
1974-75, the percentage share of value 
added averaged between 34.56 and 39.57. 
per cent. But for the later half of the 
Seventies, there has been a sharp decline. 
For the remaining five years of the Seven¬ 
ties, this percentage has hovered around 
twenty. This establishes beyond doubt 
that the operational costs have been 
rising sharply and needs careful atten¬ 
tion of the management. 


The unhappy stale of affairs in which 
public enterprises are being run is the 
cumulative result of the ad hoc poll- * 
cies and the treatment given to public 
enterprises. After more than three de¬ 
cades of our experience with public en¬ 
terprises, now is the most opportune time 
for us to review objectively and analyse 
what ails the public sector and how ex¬ 
actly the projects get derailed. 
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' Bank Robberies: Global Experience B. H. Lai van i 


The author haa givon soma interesting cates of bank robberies. 
Bank robbers consider it a victimless crime. In large bank branches, 
a thief can get behind the counter posing as an employee. 
Occasionally he secures the cooperation of some employees 
of the bank. Apart from vigilant security, it is important 
to have a more thorough staff selection system. 


India’s has witnessed recently a spate 
of bank robberies. The Government has 
expressed its serious concern over this 
phenomenon. The State Governments 
have been asked to take preventive 
measures and adequate follow-up steps 
, whenever robberies have occurred. 

Apart from undermining the profit¬ 
ability and prestige of public sector 
banks the number of wlvch is increasing 
due to the policy of the bank nationali¬ 
sation, bank robberies aggravate the 
distortions in the economy by augment¬ 
ing the existing stock of black money 
in circulation. They also erode the 
confidence of the investing public in the 
security of their deposits. 

One of the recommendations made to 
check bank robberies is the introduction 
of automatic buzz alarm system connect¬ 
ed with the nearest police station and 
central control room in the bank which 
when pressed would close all the exits 
and simultaneously call the armed police 
on the scene of the crime. 

Non-Professional Robbers 

It is nowhere else but in India where 
robbers, mostly non-professionals, seem 
to walk away with their booty. On 
April 4, 1979, around 7 p.m. air was 
thick with noise and bustle of business 
activity in one of the busiest bazaars of 
Calcutta, the Bara Bazaar, when eight 
dacoits were conducting business 
of another kind in the Bank of 
Hyderabad unknown to the multitudes 
outside the building housing the bank. 

Eleven years ago, the biggest urban 
robbery had taken place in the State 
Bank of India, Chittaranjan, Calcutta, 
when Rs 18 lakhs were looted and only 
Rs 4 lakhs could be recovered later. 


The part of Central Calcutta where the 
robbery took place is being put under 
load shedding daily between 4.15 p.m. 
and 6.15 p.m. The Assistant Manager, 
who was officiating for the Manager 
who was on leave, was in the habit of 
leaving for home everyday immediately 
after the power shedding was over. The 
five employees of the bank who were 
working overtime as usual included the 
accountant and the cashier. Dressed up 
in shirts and trousers, the eight des¬ 
peradoes slipped through the main door 
unchallenged as there was no watchman 
around. 

Biggest Robbery 

The robbers jumped over the accoun¬ 
tant’s counter, threatened all those 
present into silence and pushed 
them into the strong room which had 
no door and was unprotected by guards 
at that time. The skeleton staff was 
overpowered and gagged and their hands 
were tied behind their backs. The 
gang collected currency notes amounting 
to Rs 22,71,035 out of the total of Rs 32 
lakhs available and stuffed them into 
bags with remanants of file bags, long 
cloth and string. No bullet was fired 
and no one was hurt. No commotion 
was caused. The whole operation was 
over in barely 10 minutes and was 
carried out so meticulously that it will 
remain the envy of the members of this 
felonious fraternity for a long time to 
come. The robbers escaped in hand- 
pulled rickshaws. 

It was the country’s biggest robbery. 
What lends piquancy to the event is the 
fact that it was an adventure of a set of 
youths who were small timers attempting 
big game for the first time. They were 


led by Chotka (4 ft 10" height) who had a 
crime record. Two watchmen-cum-chap^ 
rasis, who were on duty on the mala 
entrance, had reported their arrival it} 
the morning on the day of the crime but 
had left taking leave. There were a feW 
clues which led to the recovery of a snap 
of about Rs 22 lakhs—indeed a feather & 
the cap of the metropolitan police. The 
watchmen who connived in the robber^ 
were arrested. A middle-aged attractive 
divorcee with tantric connections, wh# 
was friendly with Chotku as well as tw^( 
girls who were sisters, one sister-in-la^ 
of one of the gang members, were at$$ 
arrested. The bank was heavily insure*^ 

M 

Honest Brother 

The initial clue was provided by-4e 
brother of one of the robbers who htii 
handed over to him an amount of Rs.j$| 
lakhs hidden in a cemented vansapft^p 
tin without disclosing the conteotp 
The brother on reading newspapiil 
reports about the robbery became sue| 
picious and handed the tin over to ttktfj 
police. 

To prevent robberies, staff selection! 
ought to follow close screening for if if| 
often the case that one or the othsftjjj 
employee is in complicity with themis-1 
creants. In the case of a robberyj 
attempt on Central Bank of India*i 
Saharanpur, on May 19, 1979, tbe'i 
chowkidar had hatched a conspiracy^ 
with some people and arranged one'| 
oxyacetylene blowpipe for cutting thC^ 
safe containing cash. The blowpipe wag | 
carried into the bank premises by th$§ 
chowkidar. The culprits entered the! 
bank on the night of May 18 by opening^] 
the main gate of the central room wifchjij 
duplicate keys but the locks and thei 
strong room were broken open. They|j 
used blowpipes for boring two holeg^ 
into a portion of the safe containing ; 
bundles of notes. A large number orijj 
notes wore burnt or damaged. 

Bank robbers possess a keen sense of 
professional pride. ‘ At one time “box'* \ 
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liman in the United States were rated as 
|;the kings, but then there were not so 
R many. Bank robbery used to be a high 
pf.class “profession”. But all the kids 
!* robbing banks now do not get enough 
!; out of the robberies. They used to get 
f; 8 100,000 to $200,000 out of a bank; 
| ; ! now they get $3,000 or $ 4,000. So, this 
; ^‘profession” has fallen down to the 
; bottom. But a good safe man is still 
j rated in the upper categories. A con 
j man is right on the top. The business 
of con men has gone over to women. 
S' They are a kind separate from the rest of 
j| the thieves. A safe man seldom carries 
! a gun and will never commit a stick-up. 

>!■ A bank robber is not a professional till 
$ he is recognised as such by his fraternity, 
v Bank robberies are committed by a 
} number of thieves or ‘mobs’. The famous 
^ robbery of the American Railway Express 
at Paris, which was at that tim: the 
i medium of exchange all over the world 
f for Americans to change money, was the 
ji result of a hold-up by a gang comprising 
f" Eddie Garvan, who had escaped from 
£ Devil Island and wrote books, Erine 
f. Book, also a writer, and Black Jack 
Boston, a thief and an old-timer. Eddie 
L Garvan carried it out and they all got 
L a large sum of money. But they got 
| caught before they could get out of 
|i there. They have an Interpol there. 
j£ ? That is the smartest police, smarter than 
I; the FBI in the United States. 

Autobiographical Earnings 

!;, Many of the bank robbers have earned 
ifl a good bit of money by writing their 
j! f j autobiographies. Harry King, author 
^ of “Boxman”, had safe-cracking record 
j!‘; for about fifty years when he gave up 
! ' the proressional role in 1960. Ernie 
;j Booth, stick-up man and bank robber, 
author of “We Robbed a Bank”, wrote 
r. a number of books. He just wrote them 
to make money, without much truth 
to it. He took a little bit of truth and 
■j’; made a big story out of it. 

Tb^ves usually pick out whores for 
; companions. It must be that they are 
! ■ on the same level or something. It 
; seems like they have a belter understand- 
i mg or they just accept them for what 
they arc. A Square John (decent) girl. 
It has a tendency to want to change them 


or make them over. Women are posi¬ 
tively fascinated by thieves. That is 
why thieves can acquire prostitute so 
easily. Prostitutes are attracted by a 
thief; that is why if prostitutes arc 
allowed in a town, it will attract thieves. 

Most of the bank robbers who 
returned to society were not inspired to 
do so by respect for law or by the “square 
John” fellows. A Sydney Court was 
confronted with a robber, Russel William, 
aged 21 years, who had given away his 
spoils of 19 bank robberies worth 
8 50,000 to charities in the Robin 
Hood style. Jn another case recently 
reported, a bank robber went and 
handed over his loot to a police station. 
Bank robbery is a victimless crime 
according to its perpetrators. 

Impostors Galore 

In many large banks, a thief can get 
behind the cages, put his cap in his 
pocket, put on a green eye shade, stick a 
pencil behind his ear and wander around 
as though he was an employee, thus 
having relatively free access to the 
cages. 

Occasionally he secures the cooperation 
of an employee. One of them contacted 
an employee in the lock up when the 
bank employee was held on a domestic 
court case of some kind. The thief 
asked the teller if bank employees ever 
thought of stealing bank money which 
they handled daily. The reply was 
“every one of them in every bank every 
hour thinks of stealing money, but docs 
not know how”. The thief advised the 
teller that he did not need to go any 
further to learn how to steal : he was 
now at the headquarters. Later the 
thief met this teller on the street and a 
plan was discussed. The latter was 
given instructions that on a certain day, 
he was to have as much currency in 
bills of large demominations as possible, 
in a bundle within eighteen inches of the 
window through which he did business. 
At that hour the teller received a phone 
call which took him to the rear of the 
cage for a few minutes. While he was 
doing this, the touch came off perfect 
which shoved $ 16,000. 

The teller did no* know how or when 



noticed that the bundle of currency was 
gone. He did nothing unusual until the 
time to check up, when he announced the" 
shortage. The private detectives and 
city detectives questioned the teller for 
hours and finally decided that it was a 
genuine theft and that collusion was out 
of the question. They held him blamelsss 
and sent him home. He continued to 
work for two months. At that time he 
got $2,500 with a promise of $1,500 later 
and was instructed not to spend it in 
any way that could arouse suspicion. 

Suspicion Aroused 

Within two weeks he rolled down 
to work one morning in a blue sports 
model Joidan. This immediately aroused 
suspicion and he was questioned again. 
He made an explanation of the sources 
of his money, but when this was investi¬ 
gated and found to be false, he broke 
down. 

The bank officers and protecting 
agents nude him believe the old myth 
that if he told th. 1 truth, they would help 
him. He told everything but unfortu¬ 
nately did not know the location of the 
thieves. The bank sent him to the 
penitentiary as an example to the other 
employees. Incidentally, when he opened 
up on the mob it was decided that he 
had lost all claims to the rest of the end 
(share) of the touch (spoils) and he did 
not receive the balance due to him. The 
supreme court of thiefdomheld this to be 
good law. 

,A Californian study revealed that 
between 60 to 90 per cent of the appre¬ 
hensions were the result of immediate 
action by citizens and police. Sociologists 
believe that violence is neither an 
anachronism nor a left-over from barbar¬ 
ism; it is a manifestation of society’s 
useful energy channelled in wrong 
directions which can be reversed by 
redistribution of society’s resources. 
Is’nt their optimism akin to an utopian 
dream ? While social measures may 
mitigate the crime, will not the impetuous 
youth ever mock at the lawmakers and 
indulge in acts of dare devilry for 
rewards out of all proportion to the 
risk involved ? 
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Glass Industry : Marked Expansion 


There has been a significant growth in 
the gJass industry. Expansion in capacity 
and output has been marked in the case 
of fibre glass. Exports of various cate¬ 
gories of glass have also more than 
doubled during the previous three years. 

Fibre Glass finds wide usage as rein¬ 
forcement mateiial as well as glass textiles. 
Plastic reinforcements with fibre glass 
have a wide variety of applications in 
construction, transportation, matci ial 
handling, corrosion resistance, marine 
boats, sports goods, etc. Fibreglass yarn 
and clothing are used for electrical in¬ 
sulation, filtration, pipe wrapping, fire¬ 
proof clothing, heat insulation, etc. Fibre 
glass can also replace asbestos fibre which 
has to be imported. 

There are at present two units in the 
country engaged in the manufacture of 
fibre glass with a licensed capacity of 
1,200 tonnes per annum. An additional 
capacity of 43,800 tonnes has already 
been approved by the issue of industrial 
licences/letters of intent. 

The production on fibre glass during 
the last few years was as under: 1975— 
426 tonnes, 1976—844 tonnes, 1977— 
847 tonnes, 1978—640 tonnes, 1979— 
1025 tonnes, and 1980—1100 tonnes. 

The demand for fibre glass is estima¬ 
ted at 15,000 tonnes per annum by 1983- 
84. Since adequate capacity has already 
been approved, there is at present no 
scope for approving further capacity for 
this item. 

Glass Bottles 

Glass bottles arc required mostly for 
packing of drugs and pharmaceuticals, 
process food milk, brewery and distil¬ 
lery products and soft drinks. The use of 
automatic bottling and capping machines 
in these industries has created substantial 
demand for bottles made on automatic 
machines. 

There are 34 units engaged in the manu¬ 
facture of glass bottles and other glass 
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containers with an installed capacity 
of about 463,000 tonnes per annum. Out 
of this, a capacity of about 30,000 ton¬ 
nes was established during 1978-79. An 
additional capacity of 89,700 tonnes is 
coveied by industrial Jiccnces/lettcrs of 
intent/registration with DGTD. 

The production of glass bottles and 
other glass containers and pressed wares 
during the last few years was as under: 
1975-212,330 tonnes, 1976 - 228,700 
tonnes, 1977—250,700 tonnes, 1978 - 
273,500 tonnes, 1979—314,700 tonnes, 
and 1980 346,000 tonnes. 

There are no imports of glass bottles. 
Exports of glass bottles and vials during 
the few years have increased substan¬ 
tially. 

Demand Projection 

According to tentative estimates made 
by DGTD, the demand of glass bottles 
would increase to about 4 lakh tonnes 
pei annum by 1983-84. The existing capa¬ 
city along with the capacity approved 
would be sufficient to meet the estimated 
demand by 1983-84. However, due to 
fragile and bulky nature of the product, 
new schemes on merits in the States, and 
at locations where there are no glass 
factories and requirement of glass bot¬ 
tles is substantial, would be considered. 
Export oriented schemes can also be 
considered on merits. 

The know-how required for setting up 
of a glass bottle manufacturing unit is 
available indigenously. Automatic glass 
bottle making mhbhines are available 
in the country. And there is adequate 
capacity to meet the demand of the in- 
dustry.Oneofthemain inputsfor operat¬ 
ing glass melting furnaces is furnace oil 
which is partly imported. Producer gas 
firing can also be adopted for this pur¬ 
pose. 

There are eight units engaged in the 
manufacture of sheet glass with an ins¬ 
talled capacity of about 316 lakh sq. 
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metres. Out of this a capacity of 22,5 
lakh sq. nits, was established during 
1978-79. f urther an additional capacity 
of 175 lakh sq, mts. is covered by the.;] 
issue of industrial Jrcenccs/Jetters of 
tent/DGTD registration. 


Increasing Production 



Production of sheet glass during tftfiHf 
last few years was as follows: 1975*$$ 
143.0 lakli sq. metres, 1976—208.5 !afc|| 
sq. metres, 1977 224.6 lakh sq. metre^ 
1978—220.0 lakh sq. metres, 1979--$ 
250.5 lakh sq meties and 1980—270^ 
lakh sq. metres. 

Import of sheet glass is restricted 
thickness below 0.8 mm and above 
mm and is veiy small. Exports of s 
glass during the last few years ha* 
inci eased. 

The demand for sheet glass by 1982'$! 
has been assessed at 350 hkh sq. 
per annum icquiring an installed cap^|i 
city of 470 lakh sq. mts. However, mf 
sheet glass industry is being reviewed 
to whether there is scope for creation 
a d d i t i o na 1 ca pac i t y. 

There is shift from fouicault proce$f|| 
to PPG process which produces betted? 
quality sheet glass in thicker substances; 

A scheme has been approved for theifj 
manufacture of sheet glass by the 
Colborn-GIaverbel Process, which pei?** 
mils the manufacture of both thinner;! 
and thicker substances. 

The main raw materials viz., sarti*: 
soda ash. dolamitc, limestone 

- V ■ 

sodium sulphate are available indi^ 
gcnously. 

Furnace oil, which is partly import) 
at present, is one ofthe major inputs 
quired for opeiating the glass melUiijg 
furnaces. It is not essential 1o use erfj 
firing in sheet glass manufactuic; pni>*t 
ducer gas firing can replace oil firing^ 
Some sheet glass factories are already] 
operating on producer gas. 
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TATE OF THE 
CONOMY 


ilndian Shipping 


IK Minisijk for Shipping 
tnd Transport, Mr Vccrcndra 
til, recently informed the 
tubers of the Parliamentary 
onsuUative Committee attuch- 
to his Ministry that the 
port committee appointed 
y Government to review the 
oblcm of unemployment 
long Indian seamen under 
the Chairmanship of A dm. S.M. 
jNanda has presented Pari-I of 
iC report to the Government, 
'he committee has made cer- 
in recommendations to rc- 
ove anomalies and correct 
^adjustments which exist at 
'©sent and to exercise greater 
Cmtrol and supervision. The 
^recommendations will be given 
■Mue consideration by the 
‘government. 

He stated that the progress 
vith regard to the expansion 
shipping tonnage for the 
arrent Plan period has been 
Very satisfactory. As on 
December 31, 1981, the total 
Indian tonnage stood at 5.89 
Billion CRT with 403 ships 
and the tonnage on order in 
^pipeline was 1.17 million GRT. 

H The Minister said that a 
^{powerful Marine Radio Bea- 
Jlcon, capable of guiding ships 
Jan all weather conditions was 
^commissioned into service at 
\ jMinicoy in the Lakshadweep 
^Islands on January 31, 1982. 

fj Mr Vcerendra Pafil said that 
hk number of development 
^Schemes have been sanctioned 
f.yrt various ports. One impor- 
jTtant scheme sanctioned was the 
■'^construction of a fertiliser 
, |berth at Paradeep Port at an 
[estimated cost of Rs ! 5.5 
jerore. The Minister said that 
[now there was practically no 
§ .congestion at Bombay port, 
j-feis improvement, he added, 
k{is been recognised by Con- 
Iperence Lines also. Karmohan 
l '[Conference, Ja ppereon and 


JPB Middle East have with¬ 
drawn the surcharge. 

The Minister said that the 
total quantity of bulk cargoes 
(including quantity carried by 
time chartered vessels) handled 
by Transchart during 1981 was 
about 152.6 lakh tonnes, out of 
which about 67.3 lakh tonnes 
representing 44.09 per cent 
was carried by Indian vessels 
as against 38.75 per cent during 
the year 1980. Shipping 
arrangements were also made 
by 1 ranschart during 1981 for 
shipment of 18.7 lakh tonnes 
general liner cargoes out of 
which 13.2 lakh tonnes re¬ 
presenting 70.59 per cent was 
carried by Indian vessels. 

Export Strategy for 
1980s 

The Government has al¬ 
ready implemented some of 
the major recommendations of 
the Committee on Export 
Strategy for the 1980s (Tandon 
Committee) after approval of 
the Cabinet Committee on Ex¬ 
ports. The committee sub¬ 
mitted its interim report in 
May 1980 and the final report 
in January 1981. After sub¬ 
mission of the final report 
early in 1981. an empowered 
committee of Secretaries was 
set up 1o examine the recom¬ 
mendations. The empowered 
committee will shortly consider 
the remaining recommenda¬ 
tions. The recommendations 
of the Tandon Committee, are, 
however, being kept in view in 
reviewing all policy matters 
relating to exports of individu¬ 
al commodities 

The major decisions of the 
Tandon Committee, which 
have already been implemented 
by the Government arc: 

With a view to increasing 
production for exports, the 
Industrial Policy Statement of 
July 23, 1980 extended the faci¬ 
lity of automatic growth to 19 
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major groups of industries in¬ 
cluded in Appendix I of the 
Industrial Policy Statement of 
February 1973, in addition to 
15 industries which were made 
eligible for facility in 1975. As 
a result of this, all industries of 
basic, critical and strategic 
importance for the growth of 
the economy are now eligible 
for automatic growth in capa¬ 
city of four per cent per annum 
or 25 per cent over Five Year 
Plan period. 

Relaxation on Urban Industry 

Selective relaxation was an¬ 
nounced in the case of restric¬ 
tions imposed on the growth 
of industry in the metropoli¬ 
tan cities and the larger towns 
to provide for their natural 
growth and to encourage pro¬ 
duction for exports. The pro¬ 
duction for exports will be out¬ 
side the licensed capacity for 
any industrial undertaking. 
Exports will be kept out while 
computing the production of 
an undertaking for consider¬ 
ing the question of its “domi¬ 
nance'*, as dominance of an 
industrial unit will be deter¬ 
mined only with reference to 
its sales in the domestic mar¬ 
ket. In allowing automatic ex¬ 
pansion in the industrial units 
including those attracting 
“dominance” under MRTP 
Act, favourable consideration 
will be given for their previous 
export performance. In exe¬ 
cuting export commitments, 
there will be flexibility of ope¬ 
ration within industrial licence 
thus obviating the need for 
licencing formalities. 

With a view to up-dating 
technology for export produc¬ 
tion, so that international 
standards of quality, design 
and performance are met by 
our exporters, it has been 
decided that application for 
technology imports which in¬ 
volve only lumpsum payment 
of royalty would be considered 
more liberally. The scheme for 
100 per cent export oriented 
industries has been initiated 
to be extended to industries 
manufacturing non-traditional 
items of exports. The product 
concerned should not be sub¬ 
ject to export control quota 
" ceiling which can be reached by 
existing units in the industry. 


per cent export oriented uikits 
will be given all the facilities ^ 
of duty free imports of capital 
goods, raw materials and com¬ 
ponents, concession in Central 
excise and other Central levies 
and a more liberal foreign col¬ 
laboration terms, on the lines 
of facilities available in free 
trade zones. 

It has also been decided to 
give some additional facilities 
by way of abolition of service 
charges and grant of conces¬ 
sions in lease compensation in 
Santa Cruz Electronics Export 
Processing Zone. The Trading 
Houses concept has also been 
accepted. EXIM Bank has 
been set up to meet the credit 
requirements of exporters. Jt ^ 
has been decided to set up 
NABARD to meet the require¬ 
ments of agricultural develop¬ 
ment and exports. Simplifica¬ 
tion of duty draw back and 
other procedures have been 
effected. 

Unauthorised powerlooms 
which were in existence in 
March 1980 have been regu¬ 
larised. Additional capacity 
for powerlooms is also being 
authorised according to phased 
programme, intcr-alia, to 
increase export of textiles. The 
points regarding joint ventures 
recommended by the Com¬ 
mittee have already been in¬ 
corporated in the revised 
policy governing the approval 
ol the joint ventures and are 
contained in the Revised 
Guidelines. A permissive ap¬ 
proach to investment, import 
of technology, etc are already 
being allowed. 

Export Prices of 
Tobacco 

The Government has fixed the 
minimum export price for 
flue cured Virginia tobacco and 
other types of tobacco for the 
crops of 1982. MEP of 1982 
erop of FCV tobacco has been 
increased by 12i per cent to 15 
per cent for various grades 
over the MEP of 1981 crop as 
against increase of Jive per cent 
to 10 per cent last year. The 
minimum export prices for 
1981 and 1980 crop of flue 
cured Virginia tobacco remain 
at last year’s level. 

The minimum export prices 
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due consideration to the re¬ 
commendations of the Tobacco 
Board and having regard to 
the need for giving fair prices 
to the Virginia tobacco growers. 
The need to keep our prices 
competitive in the interna¬ 
tional market for diversifica¬ 
tion of exports of tobacco to 
other countries and to im¬ 
prove the declining trend of 
our exports to West European 
countries have also been kept 
in mind while fixing these 
prices. What is announced is 
only the minimum export 
prices for different grades and 
the actual prices may rule 
higher than the minimum ex¬ 
port prices in view of the fact 
that the supply in 1982 is ex¬ 
pected to be less than the 
demand. 

Some increase for case pack¬ 
ing, bale packing and redrying 
charges has also been made. 

The trend of exports of un¬ 
manufactured tobacco during 
1981-82 has been very 
encouraging inasmuch as the 


exports tor A^l-6ecembeir 
1982 were provisionally placed 
at about Rs 177 crores as 
against the target of Rs 135 
crores for 1981-82, The ex¬ 
ports of unmanufactured to¬ 
bacco during 1980-81 were of 
the order of about Rs 124 
crores. 

Irrigation by 2000 AD 

The Government has decided 
to extend irrigation facilities to 
the entire gross potential area 
of 113 million hectares by 
2000 AD. This was disclosed 
by Irrigation Minister, Mr 
Kedar Pandey while addressing 
the meeting of the Parliamen¬ 
tary Consultative Committee 
attached to his Ministry. 

He said that an irrigation 
potential of five million hec¬ 
tares had already been created 
in the first two years of the 
Sixth Plan period. It was pro¬ 
posed to raise this tempo fur¬ 
ther so as to create three mil- 
lit »n hectares of additional ir¬ 
rigation potential each year 
during the remaining three 


years* It would thus be possi¬ 
ble to achieve the target of 
additional irrigation potential 
of 14 million hectares by the 
end of the Plan period. 

Mr Pandey informed mem¬ 
bers that highest priority 
would be given to completion 
of on-going projects which 
would start yielding benefits in 
the shortest possible time. Sixty 
five such schemes which were 
constantly being monitored 
were likely to be completed by 
1984-85. He sought the co¬ 
operation of members in bring¬ 
ing to his notice any deficiency 
and shortfalls in irrigation 
schemes so that corrective 
measures be could taken imme¬ 
diately. 

While noting that the coun¬ 
try was endowed with rich 
water resources, the Minister 
said that out of the 1440 mil¬ 
lion acre feet of water that 
flowed in Indian rivers only 
140 million acre feet or 10 per 
cent, had been stored. The 
rest flowed into the sea. It was 
therefore most essential that 


the maximum utilisation ofij 
water resources was achievedli 

In this context, he mcntiosfi 
ed the National Perspective tin 
Water Resources Developmew 
formulated by the IrrigatuM 
Ministry. When implemented 
this scheme would result ra| 
creation of a total irrigation 
potental of 150 million hcM 
tares. ' vJ 

Regarding provision of moral 
irrigation to the Chhota 
pur region in Bihar which w 
predominantly a tribal ai%$l 
the Minister agreed with 
bers that priority should M 
given to tribal areas and sppg 
he would take up the tn&ttijl 
with the State Government. J|| 

Improvement in ReRfi 
Freight Traffic « 

The second fortnight «| 
January was marked by m 
ther improvement in 
average of originating loadn| 
on Indian Railways. On brow 
gauge it w'ent up to 28»GH| 
wagons and that on mOtjfB 
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gauge to 5953 Wagons as com¬ 
pared to 27,300 wagons and 
5482 wagons respectively dur¬ 
ing the first fortnight of the 
month. The total daily load¬ 
ing figures thus rose to 34,041 
during the second fortnight as 

I I compared to 32,782 during the 
first fortnight of the month. 

The revenue earning origi¬ 
nating freight during the 
month was likely to be 19.70 
million tonnes as compared to 
18.53 million tonnes in January 
1981 and 19.48 million tonnes 
in January 1977 which was the 
previous best performance for 
the month of January. 

The net tonne kilometer for 
revenue earning traffic in 
December, 1981 aggregated to 
14.39 billion as against 13.3" 
billion in December, 1980 and 
13.28 billion in December 
1977. Cumulative net tonne 
for the period April-Deccmbcr, 
1981 had been 120.20 billion 
While it was only 103.9 billion 
during the corresponding 
period of the previous year. 
The figures for the previous 
best year April-Deccmber 1977 
Were 110.26 billion. 

General Insurance 
Premium Revised 

i . The General Insurance Cor- 
I poration plans to raise steeply 
; the motor insurance premium 
| with retrospective effect from 
I February 1. This is primarily, 

|'as a result of higher court 
v awards for the third party 
losses. The insurance industry 
$ has been doling out more by 
§ Way of claims than what it 
| has been earning. 
i Subsequently, labour and 
i material costs have also risen 
1! substantially while there was 
?|no increase in the tariff since 
n over a decade. Motor in¬ 
surance industry sources claim 
f' that even this ‘moderate in¬ 
crease’ will barely compensate 
Tjfor the loss. 

•J A spokesman of the Oriental 
Fire and General Insurance 
; Company l td said, with this 
([new tariff claims ratio would 
‘ibe still about 73 per cent 
( from 110 per cent at present, 
it Because of higher awards, 

[ Oriental lost Rs 4.31 crorc in 
1979. The loss in 1980 was 
[Istill higher at Rs 4.80 crorc 


and the expected loss during 
1981 is over Rs 5 crore. 

The total insurance indus¬ 
try’s premium for motor 
during 1981 would be about 
Rs *00 crore, against this 
Orientals share was about 
Rs 25 crore. The normal 
increase in quantum premium 
annually was to the tune of 
25 per cent. 

f or a car valued at Rs 80,000, 
the premium has gone up to 
Rs 2428 from Rs 1772 which 
includes third party liability. 
For a vehicle valued at Rs 
15,000, the premium has shot 
up from Rs 675 to Rs 780, 
inclusive of third party liabi¬ 
lity. However, there is some 
relief for two-wheelcrs. Here 
there has ^been a decrease in 
the Northern region by one 
per cent from Rs 176 to Rs 174 
for a vehicle valued as Rs 
8,000. Only for the third 
party cover, these has been 
an increase of Rs 18 to Rs 48, 
indicating an upward change 
of 60 per cent. 

f or a three-wheeler insured 
for a sum of Rs 15,000 the 
premium which was Rs 218, 
including liability to passenger 
and third party liability has 
risen to Rs 245. The rise in 
the case of three-wheeler is 
much less in view of social 
need to support public trans¬ 
port. 

Public Carrier 

For a public carrier of the 
value of Rs 2.5 lakh (10 ton) 
the premium which was Rs 
2886 has gone up to Rs 3840 
including third party liability. 
The spokesman said the 
company would, however, 
honour agreements about 
renewals of old policy contain¬ 
ing the no claim bonus clause 
by allowing the same percen¬ 
tage of no claim bonus on 
full comprehensive premium 
including own damage pre¬ 
mium plus third party 
premium. But he added that 
from February 1, 1983, no 
claim discount will be avail¬ 
able on the own damage 
premium only. 

The insurance companies 
have also discontinued the 
free discount of 10 per cent 


hitherto amiable in ewe of 
two cars. 

Defence Production 

Defence production units 
under the Ministry of Defence 
were geared up to meet vari¬ 
ous defence requirements of 
the country during the year 
1981. The armed forces have 
been ably supported by the 
defence production units— 
the ordnance factories and the 
public sector undertakings, 
which have been manufactur¬ 
ing sophisticated armament 
and equipment, needed by the 
forces, ranging from simple 
boots and clothing to tanks, 
missiles, warships and air¬ 
crafts. 

The nine defence public 
sector undertakings and the 
thirty-three ordnance fac¬ 
tories are continued to strive 
to achieve self-reliance. The 
factories manufacture small 
arms, mortars, carbines, heavy 
mortars, infantry and moun¬ 
tain-guns, rccoiless guns and 
anti-aircraft guns. A Mark-11 
version of the indigenous 
Indian field gun, whose pro¬ 
duction begun in 1973, has 
been developed. A factory 
for manufacturing propellants 
to make the country self- 
sufficient, is also near com¬ 
pletion. 

The Bharat Dynamics Limit¬ 
ed produces guided and 
anti-tank missiles, as well as 
launching and ground-firing 
equipment. Communication 
needs of the armed forces are 
met by the REL, producing 
not only HF,VHF, UHF and 
micro-wave equipment, but 
equipment for the P&T De¬ 
partment, Doordarshan, All 
India Radio and other organi¬ 
sations also. 

Mazgaon Dockyard has con¬ 
structed six Leander Class 
Frigates. Besides the Lean- 
ders, six more frigates, of an 
improved version are also 
being constructed at the 
Mazgaon Dock. The Praga 
Tools Limited development 
work on numerical control 
milling machine has been 
taken up. The aircraft in¬ 
dustry has grown through 
Hindustan Aeronautics Limit¬ 


ed to a unique ooocera imm'*' 
range and complexity are 
unmatched in Asia. 

Tea Exporting 
Countries Meet 

Mr Shivraj V T Patil, Union 
Commerce Minister, inaugu¬ 
rated a five-day UNCTAD 
sponsored conference of Tea 
Exporting Countries on 
February 8, 1982. The con¬ 
ference wa* attended by re¬ 
presentative from nearly 20 
countries discussed among 
other things, allocation of 
global export quota and a 
draft framework for an Inter¬ 
national Agreement on Tea 
jointly prepared by the secre¬ 
tariats of UNCTAD and FAO. / 
Among the countries attended A 
this meeting, besides India, 
included Malawi, Argentina, 
Sri Lanka, Kenya, China and 
Indonesia. 

Increase in Power 
Generation 

As a result of concerted 
efforts made by the Govern¬ 
ment the power sector has 
continued to maintain a high 
rate of growth over the past 
two years. The thermal (in¬ 
cluding nuclear) output re¬ 
corded an increase of 22,3 
per cent during the ten 
months, April 1981-January 
1982, over the corresponding 
period of 1979-80. The over¬ 
all generation during this 
period registered a growth of 
16.6 per cent. Nearly 102.60 
billion units of power was 
produced during April 1981- 
January 1982 against 88.28 
billion units produced during 
April 1979-January 1980, 
Hydro generation went up by 
eight per cent. 

The thermal including 
nuclear generation during 
these ten months when com¬ 
pared to the corresponding 
months last year went up by 
14.8 per cent and hydro 6.7 
percent. The overall power 
generation at 102.60 billion 
units during April 1981- 
January 1982 was higher by 
11.3 per cent over 92.10 
billion units produced 
during April 1980-January 
1981. Significant improve- 
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mehts in power output were 
recorded in all the regions 
4 during April 1981-January 
1982 over the corresponding 
period last year. The Western 
region registered an increase 
of 8.2 perjeent; Northern 
region 10.7 per cent; Southern 
region 11.9 per cent and 
Eastern region 17.7 per cent 
The North-Eastern region 
registered a growth of nearly 
32 per cent during this period. 

The thermal generation in 
various regions also went up 
significantly duriug April 
1981-January 1982 over the 
corresponding period last year. 
A growth of 10.2 per cent was 
recorded in the Northern 
region; 10.4 per cent in the 
Western region; 30.8 per cent 
in the Southern region; 19.7 
per cent in the Eastern region 
and 46.2 per cent in the 
North-Eastern region. 

Maintenance of 
Railway Assets 

The Minister for Railways, 
Mr P.C. Sethi, observed recent¬ 
ly that top priority has to be 
given lo proper upkeep and 
maintenance of existing assets 
of the railways so that this 
undertaking is able to contri¬ 
bute to the growth of the 
national economy and render 
better service to the commu¬ 
nity. Mr Sethi was addressing 
the meeting of the Consulta¬ 
tive Committee of Members of 
Parliament attached to his 
Ministry. This was his first 
meeting with the Members of 
the Consultative Committee 
after assumption of office as 
Railway Minister. 

The Minister expressed con¬ 
cern about the serious backlog 
of arrears in maintenance of 
coaches, wagons and track. He 
said, they will have to do their 
best in optimising the output 
in railway worhshops, mainte¬ 
nance depots and on the track. 
In addition, they should also 
give special attention to the 
quality of work and quality of 
output at every level by mana¬ 
gers, supervisors and the 
workforce. The resources 
position being precarious, cer¬ 
tain unpupular fc and imperative 
decisions like crying halt for 
the time being to introduction 
of new trains, might have to 
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be taken* except^where the' 
use of existing stock of coaches 
could be optimised. 

Mr Sethi added that : thc rail¬ 
ways had done well during 
the last year and expressed the 
hope that the current year will 
close with a record revenue 
earning originating freight 
traffic of over 220 million 
tonnes. This, he said, was the 
highest fiigurc ever achieved, 
and 12 to 13 million tonnes 
more than the previous best 
figure of 1976-77. 

UBI Assistance to the 
Deprived 

Union Bank’s assistance 
through its 777 rural/scmi- 
urban branches to members 
belonging to Scheduled Castes/ 
Scheduled Tribes amounted 
to Rs 9.61 crores covering 
6?,639 borrowers as of end- 
June 1981. Of these, nearly 
41,840 borrowers received 
assistance to the tune of Rs 
3.61 crores at concessional 
rate of interest of four per cent 
under Differential Interest 
Rates Scheme. Thus, the 
bank’s lending to this cate¬ 
gory of borrowers under DIR 
constituted 42.9 per cent of 
total DIR advances as of end- 
June 1981. 

The bank is also participat¬ 
ing in financing rural housing 
schemes as well as hostels for 
Scheduled Castes/Schcduled 
Tribes in various States and 
as of cnd-June 1981, the bank 
sanctioned Rs 37.11 lakh to 
1530 beneficiaries. 

Union Bank of India has 
been a pioneer in providing 
employment for the physically 
handicapped. At the end 1981, 
the International Year of Dis¬ 
abled Persons, the Bank had on 
its employment roll, as many 
as 80 employees who are physi¬ 
cally handicapped. Of these, 
28 are employed in the last two 
years. 

The bank has also evolved 
special schemes for assisting 
them to either be self-employ¬ 
ed or improve productivity in 
their present jobs. In the 
year 1981, the bank has spon¬ 
sored a * Self-Care Device and 
Hand-Splint* project with the 
Occupational Therapy Dept of 
Sir J.J. Group of Hospitals. 


Shriram Fibres Limited 

Regd. Office : 

Hemkunt House, 6, Rajendra Place, 
Pusa Road* New Delhi-110008. 


NOTICE 

It is hereby notified for the information of the public that Shr$* 
ram Fibres Limited proposes to make an application to thi 
Central Government in the Department of Company Aflhir$J 
New Delhi, under sub-section (2) of Section 22 of the MonoJ 
polics and Restrictive Trade Practices Act, 1969, for appro 
for the establishment of a new undertaking engaged in the f 
ness of manufacturing and selling Fluorocarbon Polymers 
an initial capacity of 500 TPA and an eventual capacity of ]( 
TPA. The other particulars of the proposed new undertake 
are as under: 


(i) Name of the proposed 
undertaking 

(ii) Name (s) of pcrson(s) or 
authority/authoritics pro¬ 
posing to establish the new 
undertaking. 

Where it is a body corpo¬ 
rate furnish details of its 
management structure to¬ 
gether with those of the 
proposed undertaking. 

(iii) Capital structure of the 
applicant person or autho¬ 
rity and of the proposed 
undertaking. 


The proposed undertaking w| 
be a division of Shriram Fifc 
Limited. 

Shriram Fibres Limited will I 
the proprietors of the proposi 
undertaking. 

Shriram Fibres Limited is 
aged by a Managing Direct 
under the guidance and su; 
vision of the Board of Di 
of the Company. 

Capital structure of Shfii 
Fibres Limited as on 30th Ji 
1981 is as under: 

Authorised : Rs. 1000 

Issued and subs¬ 
cribed Preference : Rs. 40 
Equity : Rs. 4071ac$ 


Total 


Rs. 




(iv) Proposed location of the 
new undertaking. 


(v) 


Brief outline of the cost of 
the project, the scheme and 
sources of finance. 


The new undertaking will b$ 
establish in a backward area 
Rajasthan. 

The estimated capital outlay iti| 
the first phase of 500 TPA wi$ 
be approximately Rs. 20 crorefi; 
The project will be financed! 
partly from internal accrual^ 
and/or fresh capital issues an$ 
debentures. Balance will bef 
financed from Jong term loan# 
from financial institutions, sche*| 
dule banks etc. 

Any person interested in the matter may make a representation 
to the Secretary, Department of Company Affairs, Government! 
of India, Shastri Bhawan, New Delhi, within 14 days from 
date of publication of this notice, intimating his views on the pro^f 
posal and indicating the nature of his interest therein. 




Dated: 10th February, 1982, 


for SHRIRAM FIBRES L1MITE1 
D.N. SHA1 
Secretary 
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Voltas Outlook Bright 

'Mr Akbar Hydari, Chairman 
■Of Voltas Limited, expressed 

{ ^satisfaction on the excellent 
results of the company for the 
year 1980-8L during the 27th 
Annual general meeting held 
; recently. He told shareholders 
‘ that the company’s profits 
have doubled largely due to 
^progressive implementation of 
H planned long-term strategy. 
; He said that the prospects for 
Ac current and coming years 
[were bright and shareholders 
[.could reasonably look forward 
:;to a period of growth and 
: diversification. 

!> ; Mr Hydari said that the 
’ company is in the first stages 
| of a planned manufacturing 
! ^programme for truck-mounted 
; ^cranes with the Hamischfcger 
[Corporation of USA. The 
| company’s other plans include 
[ the setting of a refrigerator 
; plant in a backward area in 
[Maharashtra, he added. 

L Mr Hydari also expressed 
i special satisfaction about the 
^company’s commitment to the 
l cause of the handicapped and 
| announced that the company 
I has received Silver Bell Trophy 
I from tnc Public Relations 
| Society of India for the most 
I outstanding public relations 
campaign in the country. 

Hind Lever's Expoits Up 

$ Hindustan Lever has report¬ 
ed a 58 per cent spurt in its 
/; exports to Rs 68 crorc in 1981 
| from Rs 43 crorc in 1980. 
i The 1981 exports comprised 
‘ Rs 52 crore worm of products 
i manufactured by the company 
>■ and Rs 15 crorc of products 
! made by third parlies. The 
j; corresponding figures for 1980 
I; were Rs 29 crore and Rs 14 
v crorc, respectively. 

| Exports of products made 
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by the company—STPP, ossein 
and dicalcium phosphate, 
processed fats, oils, soaps and 
detergents—increased 79 per 
cent over 1980. 

The company’s exports of 
third party products including 
footwear, fashion garments, 
carpets and engineering pro¬ 
ducts, all from the small-scale 
sector, rose by 14 per cent 
over 1980. 

The company’s exports of 
own products as a percentage 
of its turnover (less excise 
duties) exceeded 10 per cent 
in 1981. On grounds of high 
technology and exports orien¬ 
tation, Hindustan Lever with 
majority foreign ownership of 
its equity, is seeking to expand 
and diversify its operations in 
the country. The company’s 
gross annual turnover exceeds 
Rs 450 crore. 

Hindustan Lever exports to 
57 countries, including the 
UK, the USA and the USSR. 
The major chunk of its exports 
consists of ossein, glycerine, 
STPP and cocoa butter. These 
go mainly to ECM countries. 
The Soviet Union is emerging 
as a major foreign buyer of 
the company’s detergents. 

Ambitious Plan by 
Bajaj Electricals 

Having achieved a pheno¬ 
menal growth of 32 per cent 
in the year 1980-81, Bajaj 
Electricals Limited have suc¬ 
cessfully completed their 
“Operation Double Up” plan 
in three years by increasing 
their sales turnover from 
Rs 18 crores in 1977-78 to 
Rs 36.10 crores in 1980-81. 
The company hopes to in¬ 
crease the turnover to Rs 50 
ciores in the year 1981-82. 
Bajaj Electricals markets a 
wide range of products group¬ 
ed in four divisions—light. 


fans, appliances and electro** 

nics. 

As a part of the diversifica¬ 
tion programme, the company 
have added to their range 
HRC fuse-links, metallised 
polypropylene condensers as 
also 2-band transistors, being 
the first item to be introduced 
in the range of entertainment 
electronics. 

Govind Poy Oxygen 

The Directors of Govind 
Poy Oxygen (Margao-Goa) 
have proposed a maiden equity 
dividend of 10 per cent for 
the year ended June 30, 1981. 
The company’s sales have 
risen from Rs 43.86 lakh in 

1979- 80 to Rs 65.38 lakh in 

1980- 81, a rise of 50 per cent. 
Its gross profit has more than 
doubled from Rs 8.87 lakh to 
Rs 21.83 lakh. 

After providing Rs 10.89 
lakh (Rs 3.13 lakh) for depre¬ 
ciation and Rs 4.85 lakh 
(Rs 5.68 lakh) for investment 
allowance reserve, the net- 
profit amounts to Rs 6 lakh 
against Rs 3.99 lakh (nil), 
leaving a sum of Rs 2.17 lakh 
to be carried forward. 

The company has achieved 
better results despite continu¬ 
ed inadequate power supply 
and high cost of production. 
It is expected that there will be 
substantial improvement in 
the company’s profitability in 
the years to come. 

The company’s production 
of oxygen was higher at 
4,88,720 cubic metres in 
1980-81 against 2,97,780 cubic 
metres in the previous year, of 
acetylene at 1,17,580 cubic 
metres against 1,02,640 cubic 
metres and of nitrogen at 
38,730 cubic metres against 
38,460 cubic metres. 

The production and sales 
of the company in the first 
half of the current year (July- 
Decembcr 1981) has been sub¬ 
stantially higher than in the 
same period last year. 

Deepak Nitrite 

The Directors of Deepak 
Nitrite have recommended a 
dividend of 14 per cent for the 
year ended October 31, 1981 
against 10 percent for 1979-80. 

The company’s sales during 




year 

around 28.80 per cent at 
Rs 1004 91 lakh compared to 
Rs 780.19 lakh in the preced¬ 
ing year. 


its gross profit has increased 
from Rs 158 lakh to Rs 190 
lakh. The gross profit for 
1979-80 included Rs 36 lakh 
being raw materials price diffe¬ 
rence claim in respect of pre¬ 
vious years. 


The company’s working in 
the current year continues to 
be satisfactory. The company 
contemplates to take up fur¬ 
ther expansion of its ammo¬ 
nium nitrate plant and is also 
going to introduce prilled am¬ 
monium nitrate plant during 
the current year. 

Deepak Fertilisers and Pctro 
Chemicals, a new unit promot¬ 
ed by the company for the pur¬ 
pose of manufacturing anhy¬ 
drous liquid ammonia with an 
installed capacity of 90,000 
TPA in Maharashtra is expect¬ 
ed to be in the market with 
its public issue before mid- 
1982. 


20th Century Leasing 
to Enter Capital Market 

20th Century Leasing, a run¬ 
ning company which has made 
considerable progress in its 
short span, of less than two 
years, is entering the capital 
market on Febrnary 24, with a 
public issue of 391,000 equity 
shares of Rs 10 each at par. 
The company is raising funds 
to augment its long-term re¬ 
sources to meet its expanding 
activities. 

The public response to the 
company’s issue is likely to be 
quite encouraging as the offer 
contains several attractive in¬ 
vestment features. First, the 
management has promised a 
minimum dividend of 16 per 
cent on the enlarged capital 
for the current year to end on 
November 30, 1982. Second, 
the new equity shares now 
being offered to the public 
will be eligible for full dividend 
for 1981-82, although the in¬ 
vestors would be joining the 
company after about four 
months of the commencement 
of the year. 

Third, the book-value of 
the company’s shares works 
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6pf arouhd Rs 17 and the 
shares are offered at the par 
value of Rs 10. Further, the 
4 company is expected to show 
a considerable increase in its 
profits for the current year. 

According to Mr D. Ahuja, 
Chairman and Managing 
Director, the company’s gross 
profit for the current year is 
expected to more than double 
to Rs 85 lakh from Rs 37.43 
lakh for 1980-81. Its gross 
income is expected to rise to 
Rs 1.45 crore from Rs 55.52 
lakh for 1980-81. 

As such, the company has 
shown encouraging perfor¬ 
mance for the first three 
months of its current financial 
year. Its gross income for 
the first three months of 
1981-82 is estimated at 
Rs 79.23 lakh and its gross 
profit is placed at Rs 26.50 
lakh. The company does not 
expect any tax liability for the 
current, year. 

The company has shown en¬ 
couraging performance since 
it commenced leasing acti¬ 
vities in May 1980. It earned 
a gross profit of Rs 6.71 lakh 
for 1979-80. The company has 
paid dividend of 12 per cent 
for 1979-80 and 16 percent 
for 1980-81. 

According to Mr D. Ahuja, 
the concept of leasing is catch¬ 
ing up fast in India and the 
scope for leasing business is 
vast. In the overseas markets, 
leasing is very well accepted as 
a means of financing of the 
acquisition of capital equip¬ 
ment. 

The company is exploring 
the possibility of joint ventures 
for leasing in Sri Lanka, Singa¬ 
pore and Malaysia. 

Panipat Woollen 

A rupees five crore moderni- 
sationand expansion program¬ 
me of the Panipat Woollen 
Mills, a unit of the National 
Textile Corporarion (NTC) 
was launched recently by NTC 
Chairman,Mr R.P. Billimoria. 

According to Mr Billimoria, 
besides changing the machi¬ 
nery in worsted and power 
loom departments, a shoddy 
department was being added 
in the programme, which 
would take one year to com¬ 


plete and provide employment 

to additional 1200 hands. 

After the modernisation, 
the Panipat unit of the NTC 
would manufacture suitings, 
tweeds, market yarns and 
blankets for the civil market, 
he said. 

He said the NTC with a 
turnover of Rs 500 crore had 
been losing mainly due to lack 
of modern facilities in its units. 

Diamant Carbon 

Diamant'Carbon and Gra¬ 
phite Products will shortly 
enter the capital market with 
a public issue of equity shares 
worth Rs 35 lakh to raise a 
part of the resources required 
for establishing its project for 
the manufacture of silicon car¬ 
bide crucibles and accessories 
at Mehsana in Gujarat. 

The company plans to manu¬ 
facture high-quality crucibles 
used in a wide-range of indus¬ 
tries like steel, aluminium, fer¬ 
rous and non-ferrous metals 
which hitherto have been im¬ 
ported. 

It has already entered into 
technical collaboration agree¬ 
ment with Becker and Pi scan- 
tor of West Germany, one of 
the world’s leading manufac¬ 
turers of crucibles. The agree¬ 
ment, which entails the pay¬ 
ment of fees for technical 
know-how, ensures not only 
technical assistance but guid¬ 
ance in the selection of import¬ 
ed plant and equipment and 
supervision of the erection and 
commissioning of the plant. 

IAEC (Bombay) 

The Board of IAEC has pro¬ 
posed an equity dividend of 
10 per cent for the year ended 
September 1981 following a 
marked improvement in its 
working. The company’s 
sales have risen by about 15.7 
per cent from Rs 8.10 crore in 
1979-80 to Rs 9.37 crore and 
the gross profit has jumped by 
78.5 per cent from Rs 10.50 
lakh to Rs 18.74 lakh. 

The improved performance 
owed itself to favourable con¬ 
ditions in the domestic and 
export markets. It successfully 
completed the first Russian 
order for 30 sets of industrial 
hot water boilers and acces- 


SHRIRAM FIBRES LIMITED I 

R.gd- Office 

Hemkunt House, 6, Rajendra, Place, Pusa Road, . j 
New Delhi-110 008 

notice 

it is hereby notified for the information of the public th£t> 
Shriram Fibres Limited proposes to make an application 
the Central Government in the Department of Compa 
Affairs, New Delhi, under Sub-Section (2) of Section 22 of ti 
Monopolies and Restrictive Trade Practices Act, 1969, fi 
approval foi the establishment of a new undertaking enga, 
in business of manufacturing and selling Nylon Tyre Yd 
Fabrics, including Nylon Chafer Fabric. The other particu 
of the proposed new undertaking arc as under : "v| : 

i) Name of the proposed: The proposed undertaking will 

undertaking. a division of Shriram Fjb« 

Limited. 

ii) Name(s) of person(s) Shriram Fibres Limited will ttji 

or authority/aulhori- the proprietors of the propoSSj® 

ties proposing to undertaking. 'vhl 


ii) Name(s) of person(s) 
or authority/authori¬ 
ties proposing to 
establish the new 
undertaking. 

Where it is a body 
corporate, furnish de- 


Where it is a body Shriram Fibres Limited is manjtji 
corporate, furnish de- ed by a Managing Director und|i 
tails of its management the guidance and supervision || 
structure together with the Board of Directors of w 
those of the proposed Company. J| 


those of the proposed Company, 
undertaking. 

iii) Capital structure of Capital structure of Shrift 
the applicant person or Fibres Limited as on 30th Jus 
authority and of the 1981 is as under: 
proposed undertaking. Authorised 

Issued & Subs¬ 
cribed Preference 
Equity 


iv) Proposed location of 
the new undertaking. 


v) Brief outline of the 
cost of the project, the 
scheme and source of 
finance. 


Authorised Rs. 1000 lacfl 

Issued & Subs- /i 

cribcd Preference Rs. 40 laei^ 

Equity Rs. 407 laeffij 

Rs. 447 lacJij 

The new undertaking will b$j 
established in one of the cett*j 
trally notified backward areas otfj 
Tamil Nadu. 

The estimated capital outlay wiflfJ 
be approximately Rs. 450 lacs, v J 


The project will be financed partial 
from internal accruals and partM 
from term loans from financial! 
institutions/banks etc. . y ^| 

Any person interested in the matter may make a represen 
tation to the Secretary, Department of Company Affali^J 
Government of India, Shastri Bhavan, New Delhi, within I4| 
days from the date of publication of this notice, intimating htfel 
views on the proposal and indicating the nature of his intereM 


therein. 


Dated 12.2.1982. 


For Shriram fibres Limited^ 
D.N. Sharing 1 
SECRETARY 
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[lories and has bagged a repeat 
jorder for 37 sets valued at 
[Rs 6.92 crore to be executed 
j during the current year. Its 
? order book is satisfactory, 
being a shade better compared 
to last year. 

[Punjab Anand Issue 
: Oversubscribed 

The issue of 100,000 secured 
j debentures of Rs 100 each for 
| cash at par by Punjab Anand 
j Batteries Limited (with rights 
attached to receive two equity 
l shares for cash at par within 
f just three monts from the date 
\ of allotment for each such 
j debenture) which opened on 
j February 10, is reported to 
j have been oversubscribed. In 


view of the good respoitk, the 
Directors of the company 
closed the subscription list 
at the close of banking hours 
on February 12. 

Pressure Cookers 

The Directors of Pressure 
Cookers and Appliances 
have proposed a linal divi¬ 
dend of 10 per cent making a 
total of 20 per cent for the 
yeai ended September 30, 1 2 3 4 5 6 981 
on the capital enlarged by a 
three-for-five bonus issue 
as against 22 per cent for the 
previous year. 

The company has shown 
a gross profit of Rs 1.75 crore 
against Rs 1.59 crore follow¬ 
ing a turnover of Rs 13.90 
crore against Rs 10.68 crore. 



i? On behalf of the President of ;ndi&, the Director, Directorate of Purchase 
and Stores. Department of Atomic Energy. Bombay 400 001 invites 
tenders as detailed below : 

1. DPS : BARC : lEE 4037 due on 5.3.82. Dielectr c scaler suitable 
for welding PVC sheets as pel purchaser’s specification. 2 Nos. 

2. DPS : R-5 :JEEI75 : due on 6.3.82. Data Acquisition Modules 
having expander as per puichasei’s specification. 4 Nos. 

3. DPS : BARC :1EE : 2694 due on 8.3.82. Temperature controlled 
quartz oscillators having frequency of 10, 5, I & 0.1 MHz as per purcha¬ 
ser’s specification - 3 Nos. 

4. DPS : NAPP : PPED : ENG : 289 due on 9.3.82. Manufacture, 
inspection, testing, supply and guaianlcc of the S.S. tanks (thermal mixer 
and hold up tank) as per drawing and tender specifications. Qly, 10 Nos. 

5. DPS : R-5 : ENG : 688 due on 12.3.82. Lead tilling for shield blocks 
of isotope bundling facility, diy storage and fuel transfer trench slabs for 
R-5 Project as per drg, and lender documents Qty. As specified in Dig. 

6. DPS : NFC : ENG : 482 due on 15.3.82. Fabrication and supply 
of jaw plates for discard sepaiator as per drawing and tender specifications. 
Qty. 96 Nos. 

7. DPS : NFC : ENG : 484 due on 16.3.82. Casting and supply of 
cast iron fusion pots as per drawing and tender specifications. Qty. 25 
Nos. 

8. DPS : B\/?C STC : 1927 due on 16 3.82. Boiler Quality Plates 
conforming to IS : 200? Gr. 3A or equivalent in various sizes and thick¬ 
ness. Qty. 149 MT approx 

9. DPS : AMD : IEE : 258 due on 20 3 82 Thermal printer with spares 
as per pui chafer’s specifications. 4 Nos. 

10. DPS : BARC : IEE : 3179 due on 20.3.82 Hor'zonlal dipstick 
type Si (Li) detector system wnth prcampililkr and amplifier as per purcha¬ 
ser's specifications. 1 No. 

11. DPS ; BARC ’ IEE ; 4042 due on 22.3.82. Metallurgical micro¬ 
scope inverted type for transmitted as well as incident light illumination 
with micioscope body as per purchaser's specification. One. 

12. DPS : NAPP : PPzD ENG : 292 due on 23 3 82. Manufacture, 
inspection, testing, supply, delivery and guuiantce of the consuraible weld 
inserts as per tender documents. Qty, 9.5(H) Nos. 


I 13. DPS : BARC : PDS : IEE : 84 due on 23 3.82. Atomic absorption 
^spectrophotometer with recorder as j'er purchaser's specifications. 1 No. 


After providing Rs 1^93 
lakh (Rs 19.50 lakh) for inte¬ 
rest, (Rs 16.10 lakh (Rs 15.54 
lakh) for depreciation, 
Rs 79.70 lakh (Rs 74.50 lakh) 
for taxation and Rs 2.53 


providin^depreciati^ 
ation the net profit of the 
company is Rs 41.47 lacs 
against Rs 52.47 lacs, out^ 
of this Rs 14.01 lacs(Rs 15.40 
lacs) has been transferred 


lakh (nil) for investment al- to investment allowance 
lowancc reserve, there is a Reserve and Rs 0,60 lacs 


net surplus of Rs 56.93 lakh 
compa r ed to the previous 
years Rs 49.79 lakh. Out of 
this, the interim and final divi¬ 
dend will absorbs Rs 26.24 
lakhs (Rs 18.04 lakh). 

Rasoi Ltd. 

Rasoi Limited (formerly 
known as Rasoi Vanaspati 
& Industries Ltd) has main¬ 
tained its dividend at 20 per 
cent also for the year ending 
December 31, 1981. After 


(Rs 0.41 lacs) to development 
allowance reserve leaving 
a surplus of Rs 26.86 lacs 
(Rs 36.66 lacs). 

The proposed dividend 
absorbs Rs 16.00 lacs (Rs 
16.00 lacs). After taking into 
account certain credits, a 
sum of Rs 11.18 lacs (Rs 
20.77 lacs) has been trans¬ 
ferred to general reserve. 
The reserve of the com¬ 
pany as at December, 1981 
stands i net eased Jo Rs 166 


14. DPS : BARC : PDS : IEE : 85 due on 23.3 82. A Flame spectro¬ 
photometers as per purchaser’s specification. One. 

15 DPS : NAPP : PPED : K>G : 295 due on 23.3 82. Neoprene 
inflt.ible seals for m tin and emergent y airlock lor Narora Atomic Power 
Project as per Dig, and tender documents. QLy 54 Nos. 

16 DPS : RKC : CAP : 353 due on 23.3.82. ItafUry operated electric 
forkilift truck of counter balanced type. Capacity : 2500 kgs. at fOOmm. 
load centre as per pureh iser’s specifications. J No. 

17, DPS - B \RC : CAP - 4258 due on 24.3.82. Centrifugal pump 
coupled with electric motor, with starter. Capacity:' 7 8 9 10 11 12 *' cubic metre per 
hour as pir purchaser’s speci ication. 2 No. 

18 DPS : NFC : CAP : 753 due on 25.3.82. One No. of heavy duty 
special pui pose Facing and ( entering Machine. The number of billets to 
be faced and centred on either side arc 52,500 in 305 mm dia* as per pur¬ 
chaser's specification. 

19 DPS : AMD : IEE : 199 due on 25.3.82. Residual/partial pressure 
gas analyser, using the quadropole mass spectrometer principle w-ith acces¬ 
sories as per purchaser's specification. 1 No. 

20. DPS : BARC : MIA : 15941 due on 25.3.82. Microprocessor based 
computing system. Qty. 1 No. 

21. DPS : NAPP : ECON : 36 due on 25.3.82. Design manufacture, 
inspection, testing, packing, guarantee and supply of proximity switches as 
per purchaser’s specification. 38) Nos. 

22. DPS : R 5 IEE : 158 due on 29 3 82 Fluidirzed bed temperature 
bath required for calibration of thermocouples as per purchase’rs specifica¬ 
tions’ 1 No. 

23. DPS : BARC : IEE : 4053 due on 29.3 82. A portable non- 
contact type thermal mapping infrared equipment with all necessary acces¬ 
sories as per purchaser’s specifications. I No. 

24. DPS : BARC : STY : 9238 due on 31.3.82. Microfiche Reader— 
Printer with ihc capability of enlargement on ordinary paper, with a set of 
consumables and e-senti il spate pail*. 1 No. 

25 DPS : VEC : CAP : 227 due on 8.4 82. High Vacuum Oil Diffu¬ 
sion Pump with pumping speed (air -2000 J/scc. pumping speed (hydrogen) 
—3(00 1/scc. as per purchaser’s specification. I No. 

26. DPS : HWP : CAP : 633 due on 304.82. Zero lekage Canned 
Motor Pumps of different capacities a> per purchaser’s specification. 8 Nos. 

Tender documents priced Rs. 10 each for items 3, 9, 14, 17, ;o 22 
and 2\ Rs. 25 each tor items 1,2, 4, to 7, 10, 13, f s, 19, and 24, Rs. 15 
each for items II, 12, 16, IS and 21; Rs. :0for item 23; Rs. 75 for item 
8; Rs. 100 for item 26 and General Conditions of contracts priced 50 P. to 
all items can be had from the Finance and Accounts Officer , Depart¬ 
ment of Atomic Energy , Directorate of Purchase and Stores, 3rd Floor , 
Mohtta Building, Pulton Road , Bombuy-400 00f between 10 a.m. tol p.m. 
on al! working days except on Saturdays. Import Licence will be provided 
only if the items arc not available indigenously to all items except item 
20. Tenders will be received upto 3 p.m. on the due date shown above 
and will be opened at 4 p.m on the same day. The right is reserved to 
accept or reject lowest or any tenders in part or full without assigning 
any reasons. 

davp 645(447)81 
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tt'&A&'yM up capi¬ 
tal of Rs 80 lacs. Over the 
year the company’s gross 
; block increased from Rs 360 
lacs to Rs 450 lacs. 

Although there is handsome 
increase in the company’s 
manufacturing turnover from 
Rs 22.34 crorcs in 1980 to 
Rs 28.15 crores in 1981, 
the working of the Comapny 
has been affected by the un¬ 
realistic voluntary price impo¬ 
sed by the Government as well 
as the curtailed allocation of 
imported oil from State Trad¬ 
ing Corporation of India Ltd, 
power shortage and the very 
adverse market conditions 
faced by the tea industry. 

Shah Malleable Castings 

Shah Malleable Castings 
1 proposes to set up a foundry 
with a capacity of 10,000 ton¬ 
nes of malleable iron cast¬ 
ings in Gujarat. 

It has entered into a tech¬ 
nical collaboration agree¬ 
ment wilh George Fischer of 
Switzerland for the project. 

The company has also 
promoted a new' company— 
Singh Malleable Castings 
and Engineering Limited— 
which is setting up a foundry 
at Tarapur in Maharashtra. 
The new company is ex¬ 
pected to commence pro¬ 
duction by March 1982. 

Ellora Paper Mills 

The Ellora Paper Mills Ltd 
is poised for accelerated pro¬ 
gress with the approval of 
the revised cost of the new 
projects by the financial ins¬ 
titutions, the Chairman of the 
company, Mr B.L, Dalmia 
told shareholders at the ad¬ 
journed sixth annual general 
meeting held in Bombay. 

MrDahnia visualised bright 
prospects for the sharehol¬ 
ders in the coming two or 
three years and hoped the 
market for paper would re¬ 
vive after the coming bud¬ 
get. As such, market condi¬ 
tions are not favourable due 
to the imported paper in the 
market. 

The management has star¬ 
ted production after March 
1981 very vigorously and 
from March to November 
this year 2,926 tonnes of pa¬ 
per was produced and sales 
amounted to Rs 186.77 lakh. 

EASTERN ECONOMIST 


Arlhant Steel 

Arihant Steel and Alloys, 
a company having a mini 
steel plant in Muzaffarnagar, 
Uttar Pradesh, has declared 
an interim dividend of 15 per 
cent for the year ended 
November 30, 1981 as against 
the last years dividend of 10 
per cent. 


The company’s sales have 
increased by 20 per cent over 
the last year and the profits 
have jumped from Rs 6.60 
lakh for full last year’s work¬ 
ing to about Rs 10 lakh, 
after depreciation, in the first 
eight mon f hs ending July 1981. 

The company has under¬ 
taken the programme of 


modernisation and diversifica¬ 
tion to streamline the produc- 
tion and profitability. The 
company is going in for the 
manufacture of alloy steels 
of different grades and the 
diversification will be com¬ 
pleted by the middle of next 
year. 
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Ensure Proper 

Tax Deduction 

from 

Salaries 


The Income-tax Act requires every person responsible for 
payment of Salary to deduct tax at source at the prescribed rates 
and deposit the same to the credit of the Central Government 
immediately in the case of Government employees and within seven 
days in the case of other employees. 

Default of the Employer Attracts: 

(i) Recovery of the entire amount of tax from him; 

(ii) Levy of interest and penalty; and also 

(iii) Prosecution which may lead to rigorous imprisonment 
and also fine. 

Avoid Penal Action 

ENSURE that the tax deductible on salary has been correctly 
deducted and deposited into Government account within the time. 

ADJUST short deduction, if any, out of salary payments made in 
the month of February/March, 1982. 


Director of Inspection 

(Research, Statistics & Public Relations) 

INCOME-TAX DEPARTMENT 

New Delhi-110001 

davp 81/326 
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National Income 

(Quick Estimates of the C.S.O.) 




ANI 

> 

STAT 

I® 

noT 


National Product, Consumption, Saving and Capital Formation—Summary 


Item At current prices At 1970-71 prices 

1970-71 I978-79f 1979-80f 1980-81* 1978-79f 1979-SOf 1980-81* 


J. National Product at Factor Cost (Rs crorcs) 


1.1 Gross 36452 

1.2 Net 3^235 

2. Population (Million) 541 

3. Per Capita Net National Product (Rupees) 632.8 

4. Domestic Product at Market Prices (Rs crores) 

4.1 Gross 40263 

4.2 Net 38846 

5. Personal Disposable Income (Rs crorcs) 33062 

6. Private Final Consumption Expenditure in 

Domestic Market (Rs crores) 29838 

7. Per Capita Piivate Final Consumption Ex¬ 
penditure in Domestic Market (Rs crores) 551.5 

8. Domestic Capital Formation (Rs croics) 

8.1 Gross 7177 

8.2 Net 4960 

9. Domestic Saving (Rs crorcs) 

9.1 Gross 6783 

9.2 Net 4566 

10. Rate of Capital Formation (a] (per cent) 

10.1 Gross 17.8 

10.2 Net 13.8 

11. Rate of Saving (ch (per cent) 

11.1 Gross 16.8 

11.2 Net 12.0 


86754 

94052 

112156 

49343 

46966 

50507 

80992 

87253 

104201 

46306 

43822 

47211 

648 

663 

678 

648 

663 

678 

1249.9 

J3J6.0 

1536.9 

7J4.6 

661.0 

696.3 

97444 

106151 

125675 

54378 

51790 

55175 

91682 

99352 

J17720 

51341 

48646 

51879 

78843 

85140 

102200 




67532 

73545 

87872 

38086 

36589 

39077 

1042.9 

1109.3 

1296.0 

587.7 

551.9 

576.4 

23925 

24294 

30353 

12108 

10584 

12262 

18163 

17495 

22398 

9071 

7440 

8766 

23797 

23833 

27853 




1S035 

17034 

19898 




24.6 

22.9 

24.2 

22.3 

20.4 

21.9 

19.8 

17.6 

19.0 

17.7 

15.3 

16.9 

24.4 

22.5 

22.2 




19.7 

17.1 

16.9 





*Quick estimates ^Provisional 

(cC> As per cent of grov./nct domestic at market prices. 
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Price and Quantum Indices 

(1970-71*100) 


Item 

1978-79-f 

1979-80f 

’.980-81 

1. Price Indices 




A. Derived from National Accounts** 



) 

I. Net domestic product 

175.0 

199.0 

220.7 j 

1.1 Agriculture, forestry, fishing and mining 

161.9 

189.6 

206.7 j 

1.2 Manufacturing, const]uction, electricity, gas & water supply 

189.6 

216.3 

243.4 .(j 

1.3 Transport, communication, trade, hotels & storage 

188.7 

212.3 

248.5 . 

1.4 Finance & real estate 

177.3 

192.6 

207.5 ; 

1.5 Community & personal services 

175.2 

181.2 

193.5 

2. Private Final Consumption Expenditure 

177.3 

201.8 

224.9 J 

3. Gross Domestic Capital Formation 

197.6 

229.5 

251.6 

3.1 Construction 

206.2 

236.3 

270.4 . j 

3.2 Machinery & equipment 

193.3 

226.8 

235.8 'j 

3.3 Change in stocks 

185.0 

219.7 

248.9 1 

", i 

B. Directly available 



‘M 

.!* 

4. Wholesale Prices (all commodities) 

185.0 

217.6 

257.3 ,| 

4.1 Primary articles (food & non-food articles & minerals) 

181.4 

206.5 

237.5 j 

4.2 Manufactured products 

179.5 

215.8 

257.3 :;i 

5. Consumer Prices* 



1 

5.T Agricultural labourers 

163.9 

179.3 

204.6 J 

5.2 Industrial workers 

178.0 

193.5 

215.6 Jj 

5.3 Urban non-manual employees 

175.9 

189.7 

212.1 ; 

11. Quantum indices 



1 > 

A. Derived from national accounts (implicit) 



.j 

6. Net Domestic Product 

134.3 

126.9 

136.7 

6.1 Agriculture, forestry, fishing and mining 

118.4 

103.2 

115.9 j 

6.1.1 Agriculture 

118.1 

102.3 

115.6 j 

6.2 Manufacturing, construction, electricity, gas & water supply 

148.7 

144.6 

147.8 1 

6.2. 3. Manufacturing registered 

155.1 

152.5 

157.3 :i 

6.3 Transport, communication, trade, hotels & storage 

152.9 

151.3 

Kjl 

159.2 j 

6.4 Finance & real estate 

156.0 

157.2 

160.9 ;; 

6.5 Community & personal services 

146.2 

159.0 

173.5 1 

B. Directly available 



i i 

^ i 

7. Index of Agricultural Production* 

123.7 

104.5 

N.A. I 

8. Index of Industrial Production* 

148.2 

146.2 

152.0 j 

@Quick ^Provisional. "Indices are available with base other than 1970-71 they have been converted into 1970-71 «16 d1 i 

by arithmetic conversion, •"'implicit 
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Net National Product at factor Cost 


(Rs crores) 


Industiy 


At current prices 


At 1970-71 prices 


1970-71 

1978-79-f 

1979-80f 

1980-81@ 

1978-79-f 1979-80f 1980-81® 

1. Agriculture 

• 6354 

30507 

30730 

37909 

19310 

16723 

10902 

2. f orestry & logging 

397 

990 

1153 

1335 

450 

410 

408 

3. fishing 

229 

678 

670 

762 

297 

281 

289 

4. Mining & quarrying 

327 

1928 

1308 

1473 

442 

451 

466 

Sub-total: Primary 

17587 

33195 

33859 

41479 

20499 

17863 

2,0865 

$. Manutact uring 

4619 

13385 

15498 

17886 

7113 

7078 

7280 

5. 1. Registered 

2874 

8342 

9600 

Mil 

4459 

4384 

4522 

5. 2. Un-registered 

1745 

4964 

3898 

6695 

2654 

2694 

2758 

6. Construction 

1853 

4559 

4482 

5187 

2382 

2123 

2105 

7. Electricity gas & water supply 

318 

1380 

1338 

1588 

605 

M8 

650 

Sub-total: Secondary 

6790 

19145 

21238 

24421 

10100 

9819 

10835 

8. Transport, storage & communication 

1574 

4473 

4788 

5626 

2547 

2647 

2801 

8.1 Railways 

522 

986 

968 

1099 

731 

717 

709 

8.2 T ransport by other means & storage 

834 

2844 

3122 

3698 

1456 

1540 

1673 

8.3 Communication 

218 

643 

698 

829 

368 

398 

419 

9. T rade, hotels and restaurants 

3880 

11263 

12729 

15954 

5791 

5604 

5883 

Sub-total: Transport, communication & trade 

5454 

15736 

17517 

21580 

8330 

8251 

8684 

10. Banking & insurance 

644 

2518 

2817 

3174 

1295 

1275 

1298 

11. Real estate, ownership of dwellings & business 

services 

1039 

2139 

2277 

2444 

1331 

1370 

1410 

Sub-total: Finance and real estate 

1683 

4657 

5094 

5618 

2626 

2645 

2708 

12. Public administration and defence 

1635 

4072 

4572 

5448 

2819 

3130 

3502 

13. Other services 

1650 

4343 

4894 

5586 

1984 

2094 

2199 

Sub-total: Community & personal services 

3285 

8415 

9466 

11034 

4803 

5224 

5701 

14. Total net domestic product at factor cost 

34519 

81148 

87184 

104132 

46366 

43804 

47193 

15. Net factor income from abroad 1 

[~)284 

(— )156 

( + )79 

(-) 69 

(-) 60 

(+)18 

(+)18 

16. Net national product 

34235 

80992 

87253 

104201 

46306 

43822 

47211 

17. Population (million) 

ejj. 

541 

648 

663 

678 

648 

663 

678 

18. Per capita net national product 

632.8 

J249.9 

1316.0 

1536.9 

714.6 

661.0 

696,3 


j @Quiek Estimates ^Provisional 
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tmsmtie gr aia ct at fudr CIM 

(Percentage distribution) 


c- 

Industry 


At current prices 


At 1970-71 

prices 


1970-71 

1978-79+ 

1979-80t 

1980-81 ® 

1978-79t 

1979-80t 

1980-81® 

1. Agriculture 

47.4 

37.6 

35.2 

36.4 

41.6 

38.2 

40.0 

2. Forestry & Logging 

1.1 

1.2 

1.3 

1.3 

1.0 

0.9 

0.9 

3. Fishing 

0.7 

0.8 

0.8 

0.7 

0.6 

0.7 

0.6 

4. Mining & Quarrying 

0.9 

1.3 

1.5 

1.4 

1.0 

1.0 

1 .0. 

Sub-total r primary 

50.1 

40.9 

38.8 

39.8 

44,2 

40.8 

42.5 ; 

5. Manufacturing 

13.4 

16.4 

17.8 

17.1 

15.3 

16.2 

15.4’ 

5.1 Registered 

8.3 

10.3 

11.0 

10.7 

9.6 

10.0 

9.6 

5.2 Unregistered 

5.1 

6.1 

6.8 

6.4 

5,7 

6,2 

5.8'- 

6 . Construction 

5.4 

5.6 

5.1 

4.9 

5.1 

4.8 

4.5-4 

7. Electricity, gas & water supply 

0.9 

1.6 

1.5 

1.5 

1.3 

1.4 

1.41 

Sub-total: Secondary 

19.7 

23.6 

24.4 

23.5 

21.7 

22.4 

21.3% 

( 8. Transport, storage & communication 

4.6 

5.5 

5.5 

5.4 

5.5 

6.1 

5 .9 ?; 

8.1 Railways 

1.5 

1.2 

1.1 

U 

1.6 

1.7 


8.2 Transport by other means & storage 

2.4 

3.5 

3.6 

3.5 

3.1 

3.5 

3.5<-i 

8.3 Communication 

0.7 

0.8 

0.8 

0.8 

0.8 

0.9 

0.9/j 

9. Trade, hotels & restaurants 

11.2 

13.9 

14.6 

15.3 

12.5 

17.8 


Sub-total: Transport, communication & trade 

15.8 

19.4 

20.1 

20.7 

18.0 

18.9 

1S.4& 

10. Banking & insurance 

1.9 

3.1 

3.2 

3.1 

2.8 

2.9 

2. Til 

11. Real estate, ownership of dwellings & business 







?! 

services 

3.0 

2.6 

2.6 

2.3 

2.9 

3.1 

3. at 

Sub-total: Finance and real estate 

4.9 

5.7 

5.8 

5.4 

5.7 

6.0 

5.7*1 

12. Public administration & defence 

4.7 

5.0 

5.3 

5.2 

6.1 

7.1 

7.4/1 

13. Other services 

4.8 

5.4 

5.6 

5.4 

4.3 

4 .8 

4.7-| 

Sub-total: Community & personal services 

9.5 

10.4 

10.9 

10.6 

10.4 

11.9 

12.1 j 

14. Total: Net domestic product at factor cost 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100 .0,1 

(a) Quick estimates + Provisional 







1 

Domestic Capital Formation by Type of Assets 


(Rs crores) 

Item 


At current prices 


At 1970-7! prices | 


1970-71 

l978-79f 1979-80f 1980-8 !@ 

1978-79-f 1979-80’j- 

1980-81 @1 

1. Total Gross domestic fixed capital formation 

6305 

J9205 

20520 

23687 

9590 

8858 

' * 

9388 ■« 

l.l Construction 

3959 

10675 

10712 

12113 

5178 

4533 

4480 ; 

1.2 Machinery & equipment 

2346 

8530 

9808 

11574 

4412 

4325 

4908 'i 

2. Change in stocks 

1039 

3744 

4163 

5664 

2024 

1895 

2276 ij 

3. Total gross domestic capital formation 

7344 

22949 

24683 

29351 

11614 

10753 

11664 | 

4. Less consumption of fixed ca pita 1 

2217 

5762 

6799 

7955 

3037 

3144 

3296 . I 

5. Total net domestic capital formation 

5127 

17187 

17884 

21396 

8577 

7609 

8368 ■"§ 

6 . Errors and omissions (- 

-■>167 

976 ( 

—)389 

1002 

494 

(— )I69 

398 1 

7. Total net domestic capital formation adjusted 







i 

for errors and omissions 

4960 

18163 

17495 

22398 

9071 

7440 

8766 : 1 

8. Total gross domestic capital formation adjusted 







,1 

for errors and omissions 

7177 

23925 

24294 

30353 

12)08 

10584 

12062 \j 


@ Quick estimates -J-Provisional 
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(Rs, crores) 


CbWM NMfMNtf fnilkt «T fMtorOMt 


Industry 


At current prices 



At 1970-71 prices 


1970-71 

1978-79-f 

1979-80-f 

1980-81 @ 

1978-79-f 1979-80-f 

1980-81® 

1 

2 

3 

4 

5 

6 

7 

8 

1. Agriculture 

16778 

31638 

32113 

39561 

19959 

17431 

19665 

2. Forestry & lodging 

401 

1000 

1164 

1348 

454 

414 

412 

3. Fishing 

245 

728 

720 

819 

317 

299 

308 

4. Mining & quarrying 

378 

1232 

1536 

1718 

521 

531 

545 

Sub-total: Primary 

17802 

34598 

35533 

43446 

21261 

18675 

20930 

5. Manufacturing 

5223 

14838 

17375 

19988 

7921 

7904 

8138 

5.1 Registered 

3406 

9658 

11185 

12958 

5151 

5093 

5246 

5.2 Unregistered 

1817 

5180 

6190 

7030 

2770 

2811 

2892 

6 . Construction 

1952 

4802 

3637 

5379 

2509 

2236 

2217 

7. Flcctricity, gas & water supply 

419 

1539 

1624 

1829 

737 

753 

792 

Sub-total: Secondary 

7594 

21179 

23636 

27196 

11167 

10893 

11147 

8 . Transport storage & communication 

1869 

5180 

562 J 

6558 

2956 

3106 

3297 

9. 8.1 Railways 

597 

1087 

1105 

1278 

805 

818 

824 

8.2 Transport by other means & storage 

1034 

3394 

3759 

4379 

1760 

1864 

2018 

8.3 Communication 

238 

699 

760 

901 

391 

424 

•455 

9. Trade, hotels & restaurants 

4043 

11716 

13240 

16594 

6036 

5841 

6131 

Sub-total: Transport communication Sc trade 

5912 

16896 

18864 

23152 

8992 

8947 

9428 

10. Banking & insurance 

U. Real estate, ownership of dwellings & 

656 

2570 

2890 

3266 

il321 

1300 

1323 

business services 

1458 

3178 

3509 

3898 

1825 

1873 

1922 

Sub-total: Finance & real estate 

2114 

5748 

6401 

7164 

3146 

3173 

3245 

J2, Public administration and defence 

J635 

4072 

4572 

5448 

2819 

3130 

3502 

13, Other services 

1679 

4417 

4977 

5681 

2018 

2130 

0237 

Sub-total: Community Sc personal services 

3314 

8489 

9549 

11129 

4837 

5260 

5739 

14, Total: Gross domestic product at factor cost 

36736 

86910 

93983 

112087 

49403 

46948 

50489 

15. Net factor income from abroad 

(-0284 

(->156 

(+) 69 

( +)69 

(- ~)60 

(+)18 

( + )18 

16. Gross national product 

36452 

86754 

94052 

112156 

49343 

46966 

50507 


(tiv) Quick Estimates ■{■Provisional 



Gross Domestic Capital Formation by Industry of Use 


(Rs crores) 



At current prices 


At 1970-11 prices 

1970-71 

I978-79t 

1979-80t 

1980-81® 

1978-79 

1979-80t 

1980-81® 

1, Agriculture 


1298 

494' 

4825 

6311 

2468 

2084 

2503 

2, Registeied manufacturing 


1420 

4366 

5180 

6933 

2315 

2348 

2740 

3. Railways 


251 

485 

643 

689 

273 

327 

321 

4. Communication 


56 

280 

>297 

396 

145 

137 

191 

5. Public administration and defence 

471 

1344 

1686 


651 

717 

762 

6 . Others 


3681 

12506 

11663 

13983 

6256 

4971 

5545 

7. Total 


7177 


24294 

30353 

12108 

10584 

12062 


(a) Quick estimates -(-Provisional 
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Private Hnal Consumption Expenditure 'by (%:t la Domestic Market 

(Rs crores) 


i' 


Item 


At current prices 



At 1970-71 prices 


1970-71 

1978-79f 

1979-80f 

1980-81 @ 

1978-79f 

1979-80f 

1980-81@ 

1. Food 

19018 

38512 

40348 

49638 

J 22500 

20657 

22725 

1.1 Cereals and cereal substitutes 

8603 

16192 

15980 

20575 

10569 

9147 

10707 

1.2 Milk and milk products 

2291 

5374 

5822 

6255 

3006 

3071 

3186 

1.3 Edible oils 

J553 

2866 

2766 

3601 

1488 

4260 

/15I8 

1.4 Meat, egg & fish 

776 

1974 

12169 

2571 

934 

915 

972 

1.5 Sugar 

1325 

2591 

4365 

5984 

1497 

1515 

1593 

1.6 Salt 

69 

154 

, 245 

268 

-82 

104 

117 

1.7 Other food 

4401 

9361 

9001 

10384 

4924 

4645 

4632 

2. Pan, tobacco & intoxicants 

1379 

2636 

2951 

3226 

,1602 

1699 

1733 

3. Clothing & footwear 

2147 

7280 

8640 

9649 

i3793 

3908 

4036 i 

4. Fuel & power 

1033 

2692 

3176 

3523 

1281 

1311 

1383 

5. Rent 

1061 

2106 

' 2246 

2395 

1289 

13 J 7 

1345 

6 . Taxes 

25 

49 

*52 

51 

3 n 

41 

37 

7. Miscellaneous 

5175 

14257 

16132 

19390 

7582 

7656 

7818 

8. Total 

29838 

67532 

73545 

87872 

38086 

36589 

39077 : 

9. Per capita private consumption 








expenditure (Rs) 

551.5 

1042.2 

1109.3 

1296.0 

587.7 

551.9 

576.4 

10. Population (in crores) 


64.8 

66.3 

67.8 

64.8 

66.3 

67.8 

@ Quick estimates j-Provisional 







l 

Private Final Consumption Expenditure by Object 





(Percentage Distribution) 




■ 

Item 


At current prices 


At 1970-71 prices 


3 970-7J 

1978-79j - 

1979-80j" 

1980-81 @ 

1978-79‘J - 

1979-80f 

1980-81@ 

1. Food 

63.7 

57.0 

54.9 

56.4 

59.1 

56.5 

58.2 

1*1 Cereal and cereal substitutes 

28.8 

24.0 

21.7 

23.4 

27.8 

25.0 

27.4 

1,2 Milk & milk products 

7.7 

8.0 

7.9 

7.1 

7.9 

8.4 

8.2 

1.3 Edible oils 

5.2 

4.2 

3.8 

4.1 

3.9 

3.5 

3.9 

1.4 Meat, egg & fish 

2.6 

2.9 

3.0 

2.9 

2.5 

2.5 

2.5 

1.5 Sugar 

4.4 

3.8 

6.0 

6.8 

3.9 

4.1 

4.1 

1.6 Salt 

0.2 

0.2 

0.3 

0.3 

0,2 

0.3 

0.3 

1.7 Other food 

14.8 

13.9 

12.2 

11,8 

12.9 

12.7 

11.8 

2. Pan, tobacco & intoxicants 

4.6 

3.9 

4.0 

3.7 

4.2 

4.6 

4.4 

3. Clothing and footwear 

7.2 

10.8 

11.7 

11.0 

9.9 

10.7 

10.3 

4. Fuel & power 

3.5 

4.0 

4.3 

4.0 

3.4 

3.6 

3.5 

5. Rent 

3.6 

3.1 

3.1 

2.7 

3.4 

3.6 

3.5 

6 . Taxes 

0.1 

0.1 

0.1 

0.1 

0.1 

0.1 

0.1 

7. Miscellaneous 

17.3 

21.1 

21.9 

22.1 

19.9 

20.9 

20.0 

8. Total 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 
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Domestic Staring 

(At current prices) (Rscrores) 



Item 

1970-71 

J978-79t 

1979-80t 

"O' 

1980-81® 

1. 

Household sector 

3539 

J4198 

13127 

16659 


1.1 Financial .saving 

1371 

6859 

6856 

8218 


1.2 Saving in physical assets 

2168 

7339 

6271 

8441 

2. 

Private corporate sector 

223 

541 

783 

859 


2.1 Non-govt, corporate scctoi 

191 

452 

684 

750 


2.2 Co-operative hanks and societies 

32 

89 

99 

109 

3. 

Public sector 

804 

3296 

3124 

2380* 


3.1 Administrative departments 

734 

2855 

2670 

1847 


3.2 Non-dcpartmental enterprises 

70 

441 

454 

533 

4. 

Total: Net Domestic Saving (1 + 2+ 3) 

4566 

18035 

17034 

19898 

5. 

Consumption of fixed capital 

2217 

5762 

6799 

7955 

6. 

Gross Saving (44 5) 

678? 

23797 

23833 

- 

*/■> 

oo 

r- 

r* 


tPro visional (a, Quick 


♦It may be mentioned that the Estimates of Saving ofthe administrative departments of the Government are based on 
Revised Estimates of Receipts and Expenditure and not on Actual Accounts. In the inflationary conditions, it has been 
observed in the past that the revenues ofthe Central and State Governments pick up rapidly and the Actual Accounts are 
generally higher than the Revised Estimates; the expenditure on the ofter hand is found not to rise that last. It is, there¬ 
fore, possible that Final Estimates of Saving of public sector for the year 1980-81 will be higher than what is shown here. 
Font example in the Quick Estimates for 1979-80, the Saving of the administrative departments of Central and State 
Governments based on Revised Estimates was estimated at Rs 1863 crores as against the actual estimate of Rs 2670 crores 
shown above. 


Performance of Public Sector 

(At current prices) (Rs crores) 



(« Quick tProvisional ♦Unadjusted for errors and omissions ♦♦Including net purchase of second hand physical assets. 
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Capital Finance Account of the Central Government 

(At current prices) 


(Rs crore. 



@Quick estimates 
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Defence Materials & Stores 

Research & Development Establishment, Kanpur 

■ Tenders are invited from manufacturers/accrcdited Agents, Reputed 
^stockists and dealers by the Director, DMSRDE, Post Box No 320, 
Kanpur for the following : 

Case No Prw/I/8I;LP: Methyl Chloride Gas Drying Unit 

SALIENT FEATURES : The outstanding features of Hcat-keacti- 
Jvated Dryer is its advanced design for maximum drying efficiency. Jt 
rway he operated on any flow from Zero to maximum rated capacity. In 
^particular should have the following features : 

J. Counter current hot air reactivation to provide maximum re¬ 
moval of adsorbed moidur-* for better drying efficiency 2. Instead of 
Conventional 4 Way lubricated plug Valves 2 W„y Control Valves aie 
required to avoid leakage and lubrication. 3 Rcprussurisation Circuit 
:j& to be included as a standard feature. This will allow raising the pressure 
of regenerated desiccant chamber to full line pressure gradually before 
switch over to : (a) eliminate desiccant attrition by preventing bed 
movement, (b) avoid line pressure surges downstream of the dryer, 
(c) avoid surges-in dry gas flow iate 4 The Electrical Heaters must be 
Inconel sheathed which can lake up to 650 C skin temperature to avoid 
burnout chances. 5. Air or Nitrogen is to be used for reactivation to 
avoid the loss of methyl chloride gas. 6 Molecular Sieves must be used 
for drying gas as it has high adsorption capacity even at low R.H. of 
inlet moist gas. 


1. CAPACITY 


TECHNICAL SPECIFICATION 

FLOW RATE 


Minimum Normal 
?.Sm 5 /hi lOm'/hr 

2. MOIST GAS INLET CONDITIONS 
(a) Initial Moisture 

content 100 ppm. 

fb) Pressure s 0 Kgs/Cm* 

i c) Tempeiature : 30’C 

)RY GAS OUTLET COND TlONS 
(a) Final Moisture content : 0to 1 ppm 
(b) Pressure : 4 Kg/Cm- 

(c) Temperatuie : 40'C Max. 

4, Type of desiccant : Molecular Sieves 

3. Pressuie Drops ill mugh Unit : 0.1 Kg'Cm 4 

6. CYCLE TIME 
Adsorption 
Reactivation 
I. Heating 
2. Cooling by natural 
convection 
Total Cvclc time 
7. ADSORPTION TOWERS : 

(a) Design pressure 
(b) Code or Construct ion IS 2825 
(c) Material of Constant Mild Steel 
8. FILTERS 

(a) Filtering Media 


Maxm. 

I5m*/hr 


74 hours 
24 houis 
1 hours 

2i hours 

48 hours (74 hrs j 
5 0 Kg/Cin* 


24 hr>). 


PR E FILTER 
Sintered 
Bion/e Filter 
5 0 Kg CuF 


AFTER FILTER 
Sintered 
Bronze Filter 
S.O Kgs/Cm 4 


Inconel Sheathed Elements. 
Stainless Steel —316 


(b) Design pressure 

9. HEATER : 

Type of Heating elements 
Materia] of Conduction 
of Ileatei Shell 

10, SCOPE OF SUPPLIES 

1. Complete packaged unit with instruments and control panel 
One prcdilter 
Oncaftcr-lilter. 

Desiccant charge tilled m towers 
All valves shall be of CM. Pipes FRW-Mild Steel. 

One themiostat of 0-310 C range for Heater Automatic Temperature 
Control. 

Pressure Gauge on each towu. 

Safety Valve on each tower 
Temperature Indicators in both towers. 

By-pass line Valve for the Drying Unit. 

Air-filkT-cum-Regulutor foi impulse air to diaphragm Valves. 
Regeneration uii blower. 

Electrical ( ontrol Panel. 

Sufficient safety devices must be provided at all Vulnerable points. 
So as to reach this Establishment latest by 1 30 p.m. on 29-3-87 and 
tender will be opened at 2 p.m. on 29-3-82 in our premises. Your 
quotation should be on FO.R. Kanpur basis otherwise the quotation 
will not be accepted. Also please quote your Permanent Income Tax 
No. and dale and send your Income Tex Clearance Certificate. 


2 . 

3. 

4. 

5. 

6 . 


8 . 

9. 

10 . 
11 . 
12 . 
13 . 
JT 


Note : Your quotation should be submitted in two covers one should* 
be sealed and should bear our Case No. and date and outer 
cover should be addressed to the Director, DMSRDE, Post 


Box No. 37D* Kanpur giving our Gate No. 

Incase your quotation is found without seal it wlllhotfc* 
considered. Also your quotation should be accompanied 
by the following certificate and validity of your quotation 
must be of 60 days failing which it will not be considered. f 
To 

The President of India, 

Through the Director, DMSRDE, P. Box No. 320, Kanpur. 

We agree to furnish if required, supplies/services as detailed in the 
Schedule of requirements or such portion thereof, as you may specify in 
the acceptance of Tender at the prices given in the said Schedule in 
accordance with the above conditions. 

I, We agree to hold this offer opened until---and shall be 

bound by a communications or acceplance despatched within the period 
specified above failing which Govt, will hive right to obtain it from 
elsewhere at our cost and risk . 


SUPPLIERS 

Station : 

Date : 

davp 686 (276)81 


Modi Industries Limited 

Regd.Office: Modinagar, Distt. Gbaziabad(U.P) 

It is hereby notified for the information of the Public tnai Modi *i 
Industries Ltd,, propose to m ike an appl cation to the Central Govern¬ 
ment in the Department of C ompany Affairs, New Delhi, under sub¬ 
section^) of section 23 of the Monopolies and Restrictive Trade Practices 
Act, 196 f ) for the establishment of u new undertaking for the production, 
supply, distribution or control of polyester filament yarn with an installed 
capacity of 15,0JO tons per annum and estimated gross turnover of about 
Rs. 290 crores. Other particulars of the pioposcd undertaking are as 
under : 


1. Niinu or the proposed undjr 
taking. 


2. Name of persons or authority/ 
authorities p.oposrng to estab¬ 
lish the new undertaking. 
Where it is a body corporate, 
furnish details of its manage¬ 
ment structure together with 
those of the proposed under¬ 
taking, 

3. Capital structure of the 
applicant/person or authority 
and of the proposed under¬ 
taking. 


The proposed manufacturing acti¬ 
vity will be undertaken by new 
company to be set up. 

Modi Industiies Limited will be 
the promoters of'the pi oposed new 
company to undertake the manu¬ 
facturing activity of polyester 
filament yarn and is managed by 
Boi.rd of Directors. The proposed 
company will be managed by the 
Board of Diicctors. 

The capital structure of Modi 
Industries Limited as on 31-3-1981: 

Equity Preference 
(Rs) (Rs.) 


4. Proposed location of the new 
undertaking 

5. Brief outline of the cost of 
the project, the scheme and 
source of finance 


Authorised 4,00.00,000 1,00,00,600 
Capital 

Subscribed 2,16,94,140 50,00,000 

Capital 

Paid-up 2,16,94,140 50,00,000 

Capital 

Any backward District of Uttar 
Pradesh, Haryana or Punjab. 

The estimated cost of the project 
will be about Rs. 90 crores which 
is proposed to be financed by issue 
of equity and preference shares 
and borrowings from Financial 
Institutions and Banks. 


Any person interested in the matter may make a representation to the 
Secretary, Department of Company Affairs, Government of India, Shastri 
Bhavan, New Delhi within 14 days from the date of publication of this } * 
notice intimating his views on the proposal and indicating the nature of ; J( 
his interest therein. 


Sd/- 

(MANAGING DIRECTOR) 
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BORN 
OUT OF SOCIAL 
RESPONSIBILITY 


Ym. owalior rayons. 

pioneer manufacturers of 

RAYON GRADE PULP AND STAPLE FIBRE 

in Indie 

heve now entered the field 

of producing 

QUALITY PAPER, 

when the country is facing acute 

shortage of 

QUALITY PAPER 

being marketed at 

the most competitive prices. 


THE OWALIOR RAYON SILK MFC. (WII 6 .) CO. LTft. 

(PULP DIVISION) 

BIRLAKOOTAM - MAVOOR - KOZHIKODE, 

PIN-673661 

(KERALA) 


Grams: "WOODPULP" Calicut Phones : 73973-74 ) rA1 ,-,,- 

Telex : 0854-241 73975—78 ) CALICUT 


Regd. Office : 

BIRLAGRAM, NAGDA *(M. P.) 







m4 AgArwal on Mtutf at toe fiwtora BMnwqht Ltd.. UnitedCommerci#! Bunk Building, 

Vam OdWt the New JadUfresa, K-Block,ConnMght Circus, New Delhi. 


new 




Instead of regrets, 

may we suggest prevention. 


Every year about R$ 3,500 crores of 
qoods have to be written off due to 
poor packaging, mishandling, 
improper storage and careless 
transportation True, you can get your 
compensation thiough insurance But 
even insurance cannot make 300 a 
other vital taclois Damaged 
equipment and material take time to 
replace Your standing in the market 
vour credibility and goodwill get 

• ._I. . 


The sad part of It all Is that cargo _ 
losses are preventable They can be 
foreseen and their damage potential 
minimised 

Make Loss Prevention a way of life At 
home, on the road, at the workplace. 
We, at LPA, are committed to the 
prevention and minimisation or losses. 
But wc can only offer our help. £2iL 
must act 













HMWlMCHI 

UNtSTARcabl 



where the 



cable ends 


"With the performance 

w 11* i ti» 


Even the most technologically advanced 
process does not have to mean the moat 
superior power cable What is really important 
is the capacity of the cable to perform— 
dependably and reliably, under even the 
most demanding conditions. Because a 
UN I STAR cable is not only a marvel of t 
technology, it is a blend ot the genius and 
dedication of the people who make it. 

Today, in industrial complexes, national 
power projects, state power stations and. 
other industries. UNISTAR cables are a vital 
pre-requisite Because there is a UNISTAR 
cable for every need 

Now, UNISTAR offers the highly superior 
PEX (Crosslmked Polyethylene) Power 
Cables, in technical collaboration with ASEA 
< KABEL. Sweden 


K UNISTAR range of cables also include: 
Paper Insulated Power Cables. Thermoplastic 
and Elastomeric Cables. Railway Signalling 

Defence 
Quarry Trailing 
les and 

Locomotive Cables. 

UNISTAR-precision-engineered quality 
cables that stand the test of time Always. 

For more Information, simply write to us. 








UNIVERSAL CABLES LIMITED 

P.O. Birla Vikas, Satna-486 005 (M P ) 
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Farm animals and 
birds thrive better 
when fed with 


HICHEM Guar Meal 


'>&. - 

Guar Meal is a potential 
source of protein used as feed 
for livestock including 
Poultry. It has li times more 
protein than Guar 
Seed and compares well 
with protein content 
in oil cakes. Hichem Guar Meal, 
therefore, is a 
high protein diet to 
increase milk yield of your 
livestock and 
eggs of your poultry, 
keeping livestock healthy. 
Guar Meal contains: 


*40% protein with 5% oil. 
♦It has approximately 92% 
digestible nutrients. 
*Guar Meal can be 
fed by itself 
or mixed with husk, chuni 
and oil cakes. 



MB 


Please send your ordeis 
or enquiries for Guar Medl to 

Hiadustan Gum and Chemicals Ltd. 


A farmer 
gets more milk 
and eggs 
and animal 
health 
too 


Birla Colony. Bhiw.nn (Haryana) . 

Phones: 2317. 2591,2592 & 2940 

Cram. HICHEM. Telex. 0344-208 AB GUAR IN 
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modalities for fts with the 

Janata Party following the Congress(S) 
resolve to retain its separate identity. 

February 21 

The aggregate Plan outlay for 1982- 

83 for all States, excluding West Bengal, 
will be Rs 9,453.87 crores, against 
Rs 8,223.86 crores foi 1981-82. The 
outlay for the Union Territories has 
been fixed at Rs 393.46 crores, against 
last year's Rs 327.72 crores. 

The Tanzanian President, Mr Julius 
K. Nyrcre, warned the Third World 
countries against relying on the good¬ 
will of developed nations for resources 
to relieve their people of poverty. 

February 22 

The three-day conference of 44 deve¬ 
loping countries to discuss North-South 
and South-SoutH co-operation opened 
here on Monday with the Prime Minis¬ 
ter, Mrs Indira Gandhi, calling upon 
the participants to agree immediately 
on launching global negotiations and 
to forge collective self-reliance of deve¬ 
loping countries. 

The Chairman of the Bangladesh Jute 

Mills Corporation (BJMC) reportedly 
indicated that some mills might close 
down due to Jack of sustained demand 
for jute goods abroad. 


February 17 

The Union Government will extend 

"i the present cash compensatory support 
scheme for engineering exports and a 
notification giving complete details of 
the policy will be issued soon, Mr 
Shivraj V. PatiK Minister for Commerce 
stated. 

The Government has finalised the 

schemes for extending long-term 
credits to a number of African count¬ 
ries. 

February 18 

The Foreign Ministers of India and 
South Korea made a detailed review 
of the latest situation in south-east 
Asia. 

The official wholesale price index 
^ for all commodities (base 1970-71) dec- 


February 19 

The pound sterling became dearer by 

10 paise following the devaluation of 
the rupee by 0.58 per cent by the 
Reserve Bank. RBI has fixed the new 
middle rate at Rs 17.10 per pound 
against the earlier Rs 17 per pound. 

As many as 21 army personnel were 
killed in an ambush by the People's 
Liberation Army (PLA), an outlawed 
extremist organisation, at Namthilok, 
about 30 km from imphal, on the 
Imphal-Ukhrul road. 

The Estimates Committee of Parlia¬ 
ment recommended that the exemption 
limits on wealth tax, gift tax and estate 
duty be raised. 

February 20 

Andhra Pradesh Chief Minister T. 


Yugoslavia proposes to setup a joint 

venture project in India for production 
of semi-processed cocoa, with 100 
per cent buy-back arrangement. 

The sixth meeting of the Indo-US 
sub-commission on economic and com¬ 
mercial affairs begins in New Delhi. 

February 23 

The Railway Minister, Mr P.C. Sethi, 
in his Budget for 1982-83 presented to 
Parliament proposed an all-round in¬ 
crease in fares to net Rs 172.60 crores, 
withdrew the exemption of existing 
freight surcharge enjoyed by certain 
essential commodities to net Rs 76.85 
crores and revised parcel freight rates 
to net an additional Rs 12 crores. 

B. Vcnkataram Reddy, Chief Minis¬ 
ter-designate of Andhra Pradesh said 
in New Delhi on Tuesday that he would 


lined to 277.9 during the week ended Anjiah submitted the resignation of his follow a three-point guideline in form- 
February 6 from 278.4 during the pre- Ministry to Governor K.C. Abraham. ing his ministry—loyalty to party, com- 

vious week. The JLok Dal has decided to evolve mitment to ideology and integrity. 
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An Optimistic Economic Survey 


Economic Si'Rvtvs usually abound in sentences which begin 
“On the one hand.."and quickly switch to “Onthc other hand.” 
They are always Jooking for the silver lining in the dark cloud 
and the dark lining in the silver cloud. Their language is res¬ 
trained and conservative, avoiding despair in bad times 
and enthusiasm in good times. The Economic Survey of 1981- 
82 falls into this pattern. Even so, it cannot desist from an 
occasional purr of self-congratulation. 

It certainly has something to purr about. Gross National 
Product in 1981-82 is expected to rise by 4.5 per cent, on top 
of last year’s 7.7 percent. Agriculture will grow by 3 percent 
—by no means a scintillating performance but a reasonable one 
given the dry spells that punctuated the monsoon. Industrial 
production will be up 8 percent, thanks mainly to the recovery 
of the infrastructure and hence the better utilisation of installed 
capacity. Inflation has been held in check for the first time in 
three years-- the point-to-point rise in the wholesale price index 
was only 5.4 percent on January 16 (and has subsequently 
come down to 4.2 per cent). Exports in the period April-Octo- 
ber rose by 14.1 per cent, while imports rose more slowly by 
4 per cent. Monetary discipline was at last imposed by the 
Reserve Bank (thanks in fair measure to the eagle eye of the 
IMF) and M 3 rose only 11.3 per cent in April-January, com¬ 
pared to 13.4 per cent in the same period of 1980-81. No won¬ 
der the Economic Survey declares that “in terms of short-term 
management the performance of the economy has been highly 
satisfactory.” 

It is quick to add that the short-term is virtually in the past, 
and the medium term already confronts us. We have used up 
the slack in the system in 1981-82, and there is not that much 
slack left. In future the system itself will have to become more 
dynamic, with a sustained improvement in productivity. Brave 
words, these. One can almost hear the IMF applauding. The 
trouble is that the Indian economy has clearly developed as a 
sprinter rather than a long-distance runner. It shoots ahead, 
relaxes and collapses, shoots forward once again, and then re¬ 
laxes again. It has none of the sustained stamina exhibited by 
Japan or South Korea. 


Mrs Gandhi has declared 1982 to be The Year of Produc¬ 
tivity. The Economic Survey implies—without being tactless 
enough to say so—that what wc need is decades of producti¬ 
vity, not a year. Too often, rapid growth has turned out to be 
a one-ycar phenomenon, givng way to drift and stagnation. 
The Finance Ministry is plainly not convinced by the claim of 
the Planning Commission that the capital-output ratio has 
been improving steadily since the Fourth Plan. The Economic 
Survey declares, “There is evidence that actual output per unit 
of capital employed in the economy has been decreasing and 
this has had an adverse effect on the growth of the economy.” 

It wishes to reverse this trend and thus ensure that the Govern¬ 
ment earns an adequate r eturn on its massive invesrments. 
This is a consummation devoutly to be wished. But apart from 
the usual pep-talk, the Survey gives no indication of how the 
reversal should take place. It notes that there have been freq- 
quent and long delays in commissioningcapital-intensiVe plants - 
in fields like steel, cement, paper, fertilisers and power.” It 
modestly declares that cost escalations of 50 per cent or more 
are not unknown. In fact escalations of 100 per cent are com¬ 
monplace for some projects, like dams. On the other hand we 
have occasionally seen major projects completed bang on sche¬ 
dule, the first phase of the super-power station at Singrauli 
being the latest example. How can we ensure that this becomes 
the norm rather than the exception? The Economic Survey 
declines to try and provide an answer. 

The one ugly patch in the economy in 1981-82 was the 
balance of payments. T he Survey says that foreign exchange 
reserves net of IMF borrowing fell by Rs 1,929 crores in the 
first ten months of the financial year, a rate of virtually Rs 200 
crores per month. This is double the rate at which reserves fell 
last year (Rs 1155.5 crores in 12 months). What is this due to? 
Certainly not the trade gap—the Survey estimates that this gap \ 
will come down from Rs 5,756 crores to Rs 5,500 crores. Aid 
disbursement will be lower at Rs 1089 crores against Rs 1297 
crores last year, mainly because last year’s receipts were inflated 
by the Special Trust Fund loan of Rs 538 crores. It appears that 
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te Survey. invisible receipts in 1980-81 


! But the Ween tiaxidi oifthe iMP is in evidence everywhere* 


were supposedly a shade below R$ 4,500 crores—a figure which 
^ the Finance Ministry has always viewed with scepticism. The 
Survey rests content with the statement that in 1980-81 “invi¬ 
sibles continued to rise.” But there has been a setback in 1981- 
82 thanks to unsettled conditions in West Asia and a slow¬ 
down in the construction programmes. Tt also feels that clever- 
cleVer Indians are putlingthcir savings in more attractive chan¬ 
nels abroad instead of sending them home—a trend that is 
likely to be accentuated in coming years. 

The Survey is appropriately glum on the balance of payments. 
It notes that India suffered a terms of trade loss of Rs 2,419 
crores in 1979-80 compared to the previous year, and the dete¬ 
rioration has been even worse in the following years. The aid 
scene looks grim -India's main source of assistance, the IDA, 
is suffering from an acute shortage of funds, and India's share 
of the IDA kitty has been slashed by the new World Bank Prc- 
^ sident. This has forced India to borrow much more at double- 
digit rales of interest. The repayment implications for future 
years are massive. How are we going to not merely bridge our 
Current deficit of more than Rs 5000 crores but generate sur¬ 
pluses adequate to repay our debts? 

The main answer can only lie in increasing exports, though 
import substitution could be more important in the short run. 
India is lucky to have a giant oilfield like Bombay High under 
development, not to mention subsidiary fields. Oil production 
should almost double from 15.9 million tonnes in 1981-82 to 
30 million tonnes in 1984-85 if all goes well. All rarely goes 
well, but even if there are slippages it would be reasonable to 
expect oil production to touch 27 to 28 million tonnes 
by the end of the Sixth Plan. And we are seeing at last a fall 
in oil prices—Iran is otfering unlimited quantities at just 30.50 
dollars per barrel, 20 percent lower than its price last year, and 
Hh still having some difficulty in locating buyers as the Rotter¬ 
dam spot rate is down to 29.50 dollars per barrel. Thus a fall 
in import prices plus import substitution in oil could go a long 
way towards bridging the trade gap in the next few years. Excess 
imports of steel and cement on account of low capacity utili¬ 
sation since 1978 can also be corrected. But at the end of it all 
there will remain a deficit unless we push up exports at a far 
higher rate. The Survey notes that the export growth rate has 
been only around 5 per cent in three of the last five ' ears. The 
share of engineering c>ports, that g^eat white hope, has stag¬ 
nated at 12 to 13 percent of the total. Indeed, the real growth 
sector in exports in the 1970s was agriculture, and this sector 
is dependent on rainfall and a volatile international market. 
Sustained productivity of the kind desired by the Survey will 
solve the problems of exports, it will also solve problems of 
domestic production. The Survey declares that “during 1981- 
82 the economy has shown remarkable resilience”, but stresses 
lithe need for action to consolidate these gains. 

There is very little about our big Loan from the IMF in the 
Survey. Clearly the Finance Ministry would like us to think 
that the loan is not crucial in volume or in its policy implica- 


Every lobby within the Government for economic discipline* 
rational pricing, and lifting counter productive controls is 
much stronger, while the lobby for political expediency has 
suffered a sharp setback. We have seen the Railways raise 
freight rates in December instead of waiting two morths for 
the Railway budget, while telephone and telegraph rales have, 
been raised just a few weeks before the budget as every rupee 
is now seen to count. It looks as though the idiocies of cement 
control are now going to be mitigated. On the other hand con- : 
trol over deficit financing and money supply has improved 
(though there are signs of overkill on this front.) Railway fares 
have at last been raised to more realistic levels, though sub^ 
urban fares continue to be an expensive sacred cow. . ( f 

The willingness to go in for hard decisions improves at one©; 
the prospects for higher productivity. Jt also means that re~; 
sources for investment arc likely to be raised in a non-infla* 
tionary manner and spent more eiliciently. The IMF has rioti 
laid down any hard conditions except in monetary terms (and'* 
even those ceilings are fairly soft). But its influence has been ft 
widespread and positive. The one d nger is that the squce350 ? 
on credit will be excessive. Falling foreign exchange reserves^ 
have been drying up the money supply, and a cut in deficit; 
financing will act in the same direction. At the same time there ■ 
is a good chance of a record rabi procurement which will pre* . 
empt a big chun k of credit. This may leave far loo little for j 
other borrowers. The corporate sector can probably reduce its 
credit needs through more efficient inventory control. But it is 
ridiculous that farmers are being denied credit for buying trac- ’ 
tors and transport operators for buying trucks. It looks as 
though present trends will result in credit expansion far below 
IMF ceilings. One way out will be to cut down the statutory; 
liquidity ratio, thus transferring credit from the Government 
to the commercial sector. This will tend to push lip the bud* 
getary deficit. But in IMF terms deficit financing includes bank 
credit as well, and a cut in one to offset the other makes no 
difference to the IMF. However, it makes a big difference to : 
the commercial sector. 

What of the year ahead? There are distinct signs of trepida- 
tion in the business community, which is seeing shortages dis¬ 
appear and demand resistance set in. There is little question 
that industry will ‘put in a reasonable performance in 1982-83 
provided the infrastructure maintains its improvement. An 
industrial growth rate of 5 to 7 per cent is possible, though the 
Survey declines to hazard a guess. But this growth could well 
coexist with difficulties for industries like textilesand refrigera¬ 
tors, which usually feel the impact of demand resistance before 
any others. 

As usual, much depends on the rain gods. A bumper mon¬ 
soon will solve a lot of problems, and a drought will create 
many more. We have had two “normal" monsoons in a row 
(normal meaning that there were dry spells and dry areas). 

A really good monsoon could bring in a crop of more than 
140 million tonnes. There is Jess hope of raising ag-icultural 
productivity. The Survey notes that the scope for increasing 
productivity in the best areas is now limited, and we have to 
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? shift the focus to new areas. That will not be easy, and the 
.'"statistics on rising irrigation potential must be taken with a 
: pinch of salt. Without extension and a reform of land tenure, 
; productivity will not rise fast enough even when canals are 
’ built. The capital-output ratio for agriculture has turned out 
to be very high in recent years. Theie is a tendency to think 




thatgreaterproductivily Wl 
and infrastructure. In fact it is most important 
culture. In other sectors we can make good inefficiency up to 
a point by greater investment. But we have cultivated virtually 
all our arable land and cannot create much more through irri¬ 
gation. The fate of the country is still rooted in the countryside. 


South is South and North is North 


Oh, Easi is East and West is West, and never the twain shall 
meet, said Rudyard Kipling. Both geography and sentiment 
have changed since then. The East has become the South and 
the West has become the North, and it is deemed essential that 
the twain should meet. And so indeed they do at countless 
meetings year in and year out, so much so that one wonders if 
they really have nothing better to do. The North-South dialogue 
has given way to the North-South stalemate. Some have dec¬ 
lared that the answer is South-South co-operation. Others are 
less starry-eyed on the topic, and feel the need is to revive the 
North-South dialogue. For both purposes, India convened a 
meeting of nations of the South in New Delhi this week. 

£ The result was not unexpected. Originally 32 countries were 
f, invited, and this led to protests from those excluded. Every¬ 
body loves to attend a conference. The one country which dec¬ 
lined to join in the fun was Saudi Arabia. It was an ominous 
sign. It suggested that the sheikhs wanted to conserve their 
shekels, not dole them out. And so it turned out at thecon- 
$ fercnce. The OPEC nations refused even to admit that there 
was a burden on the poor oil-importing nations. India came 
ft forward with a bright idea of starting a modest 20 million dol- 
J lar fund to lend technical support to South-South projects in 
the form of feasibility reports and consultancy. But there were 
\ no backers Ibi even such a small fund, and the idea will doubl- 
? less join in purgatory other similar schemes. There were sug- 
v gestions from Kuwait and Sri Lanka on an investment fund-- 
Kuwait is already pursuing this idea with other Arab oil-rich 
£ nations. However, their conditions for investment will be more 
onerous than demanded by the bad old multinationals—the 
new fund will want not only commercially sound projects but 
guarantees against nationalisation. This will not solve the 
> problems of those nations which lack cash to import even 
essential commodities. 

The unity of the Group of 77 has always been something 
of a myth save in limited situations. The unity is mainly tactical, 
a tool toconfront the North rather than a genuine expression of 
common interest. And at New Delhi even tactical unity proved 
impossible on the vexed issue of global negotiations. The 
Group of 77 has, through a scries of historical accidents, got 
hooked on global negotiations. In fact there are already loo 
many negotiating forums, and every subject under the sun has 
already been debated threadbare. Yet wc have the spectacle of 
the Group of 77 regarding global negotiations as the centre¬ 
piece for the future of North-South relations. The ones most 


keen on them are the ones doing the most to prevent them 
from actually starting. 

As usual, it is the OPFC nations who are causing the most 
trouble. It was they who originally latched on to the idea of 
global negotiations as a way of taking the heat off energy— 
their plea was that they would not discuss energy in isolation, 
only as a part of every thing else. And now they want to use 
the global negotiations to assert their supremacy, or at least 
improve their position in the specialised UN agencies, like the 
World Bank, IMF and GATT. President Reagan has refused to 
grant global negotiations primacy over the competence of spe¬ 
cialised agencies. And so there are no negotiations. 

At the New Delhi meeting, the South washed its dirty linen 
in public yet again. The moderates like India wanted to launch 
the negotiations without getting stuck on phr: seology. Hard¬ 
liners like OPEC and Cuba declared that the negotiations would 
be pointless unless the North gave way on specialised agen¬ 
cies. There was a good old-fashioned quarrel, which ended in 
an agreement to continue the quarrel in the United Nations 
later. President Reagan must be laughing at the spectacle. 

Will the South-South meeting go down in history as totally 
sterile 7 Perhaps not. The meeting resolved that talks on a 
global system of tariff prelercnces within the South stun id be 
launched this year itself. The same resolve was expressed at 
the Caracas meeting of the Group of 77, and nothing further 
has been done about it. If indeed the New Delhi meeting suc¬ 
ceeds in generating the political will to launch the talks, it will 
be an achievement. It could even be referred to as the Indira 
Gandhi round of tariff cuts. 

It will not be easy to convert the Group of 77 into a mini- 
GATT. For one thing, there is much less commonality of inte¬ 
rest between the countries of the South than between the coun¬ 
tries of the North. Secondly, the South is instinctively pro¬ 
tectionist by nature, and does not see obvious gains in a libera¬ 
lised trade system, even for a cause as hallowed as collective 
self-reliance. The key point about a liberal trading system in 
theory is that it helps a country even when the liberality is one¬ 
sided, and there is no reciprocity. Very few countries of the 
South will stomach this theory. And hence they will be very 
cagy indeed abcut giving tariff concessions and very aggressive 
in demanding concessions from others. The task of balancing 
the tariff cuts between nations is mind-boggling. But yet it. 
remains a possibility for the simple reason that it does not in¬ 
volve the creation of another fund. Donors of cash are scarce. 
Tariff-cutters are less scarce. 
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T am tired of hearing the hypocritical 
* incantation that the Indian Ocean 
should become a zone of peace. The 
incantation is chanted most often by 
those countries of the region whose re¬ 
cord in breaking the peace is unrivalled. 
The latest occasion has been the visit to 
India of the President of Tanzania, Mr 
Julius Nyrcre. India has fought four 
major wars since independence and Tan¬ 
zania two. But both would like to pre¬ 
tend that the real threat to peace in the 
region comes from the wicked super¬ 
powers, particularly the super-wicked 
USA. The truth is that the countries of 
the region are simply dying to hit each 
other on the head thanks to historical 
and other antagonisms. The number of 
wars in the region has skyrocketed with 
the withdrawal of colonial influence. The 
superpowers have no doubt tried to fish 
in these troubled waters. But on balance 
they have contributed far more to the 
peace of the Indian Ocean than the locals. 

The present war between Iran and Iraq 
was not caused by superpower inter¬ 
ference. On the contrary, it was the with¬ 
drawal of American influence from Iran 
which encouraged Iraq to attack that 
nation. Mr Nyrere’s invasion of Uganda 
and overthrow of General Amin was not 
a matter of superpower rivalry but local 
antagonism—Mr Nyrcre was taking re¬ 
venge for an earlier battle when General 
Amin beat the pants off him. India was 
more or less a zone of peace under the 
British Raj; after the end of the Raj its 


sence that seems to.be the main rea¬ 
son why the Indian Ocean is not a zone 
of peace. The absence of white imperia¬ 
lism means that locals are in a position 
to satisfy their own brown, black or 
yellow imperialism. 

During Mr Nyrere’s visit, wc had the 
usual calls for foiling imperialist plots in 
Africa and racism in South Africa. 
Everybody pretended not to notice that 
Mr Nyrere’s own actions in Africa have 
been nothing short of imperialist and 
racist. He twice sought to invade Uganda, 
succeeding on the second occasion. He 
then installed a puppet in the form of 
Prof. Yusufu Lule, replaced him by an¬ 
other proxy, Mr Binaisia, and finally 
paved the way for the stage-managed 
election of his old crony Milton Obote. 
There has scarcely been a more brazen 
exhibition of interfering in the affairs of 
a neighbouring nation. 

As for racism, it is well known that 
both Indians and whites in Tanzania have 
been given short shrift. Blacks a re favour¬ 
ed as a matter of Government policy— 
this racism is unashamedly explicit and is 
actually boasted about. No doubt it is a 
different kind of racism from the South 
African variety. Mr Nyrere is victimising 
the richer communities, while South 
Africa victimises the poor. But that is 
still racism. 

At a Rashtrapati Bhavan banquet, Mr 
** Sanjiva Reddy paid tribute to Mr 
Nyrereand said: “We are proud to link our 
arms with our friends in Africa in their 


some years ago, I found that the oaljj- 
freedom of the press consisted in deba% 
ing whether or not mini-skirts should b^ 
abolished for the rest, newspapers wepti 
little more than Government toilet papery 
But it must be said to Mr Nyrere’s credit 
that he is a rare African leader in 
faithfulness to principles. He has stttpjjp 
to his Socialist guns in theory and pr$b$ 
tice. He is personally honest, unlike 
corrupt neighbours. He lives simplj^| 
enjoins, simplicity on others, and despi<p| 
his failings exhibits human values whf<$0f 
are absent in other African countries. ,,| 
Dut at the end of it all, he has been41 
** disaster for Tanzania. He proves th^ 
an honest blunderer can wreak far 
havoc than an efficient crook. Aftjjp 
more than 15 years of his rule, TanzanM 
is in a total economic mess. This year 
will depend on imports for no less tha|| 
70 per cent of its maize—the staple focwl 
of the country. And this in a huge coup*! 
try with a very modest population. Taji| 
zania has lush tropical land, thousand^ 
of acres available per person. And-ym 
after two decades of Nyrere it is hopeft 
Icssly unable to feed itself. 

No doubt, its plight is particularly ba4 
this year because of drought. But ev^dl 
in a good year it is a massive imported? 
of food. By contrast Kenya, its 
them neighbour, which has a far biggeji; 
and denser population, is able to expar|| 
maize in a good year. India, with barclj^ 
half an acre of arable land per person,^,; 
almost self-sufficient in food. The coth f 


two parts have fought four wars. Somalia 
and Ethiopia were at peace in the colo¬ 
nial era, but are now at loggerheads for 
reasons that colonialism brushed under 
the carpet and indepedcnce brushed out. 
Malaysia and Indonesia were quite frien¬ 
dly in colonial times, but after indepen¬ 
dence fought a war over North Borneo, 
with the Philippines making claims as 
well. The belated independence given to 
Timor resulted in the belated invasion and 
absorption of that territory by Indonesia. 

Clearly it is not imperialism but its ab- 



battle against oppression and injustice/’ 
Whal a farce! The Africans themselves are 
past-masters in the art of oppression and 
injustice, with Mr Nyrcre himself display¬ 
ing a fair amount of talent. Africa 
abounds in tinpot dictators, intent on 
crushing all dissent. They are mostly 
corrupt, mostly rogues, mostly murderers. 
General Mobutu is probably the out¬ 
standing specimen, but others are not far 
behind. 

Mr Nyrere himself runs a cast-iron 
dictatorship. When I visited Tanzania 
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trast with Tanzania is a damning indict^ 
ment of Mr Nyrcre's policies. 

And yet we think so much of this ujftsf. 
competent politician that we have haileifV 
him as a hero of the Third World ancjtlj 
awarded him a prize at a glittering cereal 
mony in New Delhi. We are more imf) 
pressed by the ring of his rhetoric thai| 
the hungry bellies of his people, tvl 
words were more important than deeds^v 
India and Tanzania would be two of thfr'jj 
most important countries in the world. 

Swaminathan S. Aiyar 

FEBRUARY 26, 1 9S2|| 







R. C. Ummat 


The resort to a fairly steep hike in riil- 
waj tariffs for the fifth time in just four 
years is an eloquent testimony to the 
sad state to which this premier depart¬ 
mental undertaking of the Union Govern¬ 
ment has been reduced. The latest revi¬ 
sion proposed in the next year's railway 
budget, presented to Parliament on 
Tuesday, will take effect from April 1, 
within three months of the last revision 
which became operative on January 1. 
Together these two revisions are envi¬ 
saged to net in 1982-83 around Rs 580 
crores —a record endeavour at mobili¬ 
sation of additional resources for any 
single year. Though technically, the 
January J revision was effected during 
1981-82—for the second time in this 
financial year—it was only a hastened 
step at resource mobilisation. Normally 
the two revisions would have been pro¬ 
posed on Tuesday in the budget for the 
next year. 

Ironically, this hefty hike in tariffs 
has come at a time when the traffic avail¬ 
able to railways has scaled new peaks as 
a sequel to which adverse operating con¬ 
ditions cannot be put forth as an excuse 
for burdening the users, as had been the 
case in 1980-81 and 1979-80. 

Current Expectation 

Railways are likely to move during 
the current financial year around 
220 million tonnes of originating re- 
venue-earning goods traffic, as against 
the target of 215 million tonnes. This 
will exceed the last year's movement by 
as much as 24.1 million tonnes and the 
hitherto best performance of 1976-77 
when 212.6 million tonnes traffic was 
catered for. Although the goods traffic 
lead this year has gone down to 750 
kms from 754 kms last year, the tra¬ 
ffic moved in terms of net tonne-kilo¬ 
metres at 165 billion will exceed the 
last year’s movement by 17.35 billions. 
The previous peak in these terms was 
reached in 1977-78 (150.25 billion). The 
increase in passenger traffic, of course, 
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has not been very spectacular. But the 
budgetled growth of three per cent in 
non-suburban traffic and six per cent in 
suburban traffic is expected to materialise 
fully. 

Normally, the Railway Minister would 
have hesitated to push up tariffs any 
significantly against the backdrop of 
such an impressive increase in the re¬ 
venue-earning goods traffic, on which 
the fortunes of his chi rge primarily 
depend. But the imperatives of the situa¬ 
tion have compelled him to shun soft 
options. Notwithstanding the successive 
tariff hikes to net approximately Rs 178 
crores in 1979-80, Rs 195 crores during 
July 15, 1980 -March 31, 1981 (Rs 300 
crores in a full year), and Rs 496.2f 
crores last year including Rs 90 crores 
receipts by March-end from the revi¬ 
sion effected on January i, the indeb¬ 
tedness of railways to the general ex¬ 


chequer under development fund and 
deferred dividend liability will go up to v 
Rs 597.75 crores by March 31 —Rs 224,1?*/; 
crores on former count and Rs 373.58, \ 
crores on the tatter score. Railways* 
owed to the general exchequer at the, 
end of 1978-79 only Rs 115.61 crores on 
account of deferred dividend liability, ; 
The indebtedness on development fund - 
account then was around Rs 184,14;/ 
crores. Railways, in fact, would have .’ 
been owing to the general exchequer at:f 
the end of March Rs 603.46 crores. But.? 
the transfer of Rs 5.71 crores net surplu$ | 
available this year, according to thftiS 
revised estimates, will reduce the lia*$ 
bility to the above-mentioned figure off 
Rs 597.75 crores. Even after the proposed^ 
hike in tariffs, the indebtedness at the/ 
end of 1982-83 under the development^ 
fund will remain at Rs 224.17 crores, but i 
that on account of deferred dividend! 


r 

T 

Railway Budget At A Glance 1 

(In crores of rupees) < 

Actuals 

Budget 


Revised 

Budget ! 

1980-81 

Estimate 


Estimate 

Estimate i 


1981-82 


1981-82 

1982-83 

- ■ 

2621.02 

3276 75 

(a) Gross Traffic Receipts 

3541.80 

4175.79 ! 

2232.46 

2464 64 

(h) Ordinary working expenses. 

2714.64 

3052.90 

220.00 

350 00 

(c) Appropriation to Depreciation Reserve Lund 

350.00 

500.00 

84.00 

98.5Q 

(d) Appropriation to Pension Fund 

98.50 

148.00 

2536.46 

29J3.14 

(e) Total woiking expenses. 

3163.13 

3700.90 



(b)Hc)-f(d) 



87.56 

363 6J 

(f) Net Traffic Receipts. 

378.64 

474.89 ■ 



(a) (e) 



39.93 

36.19 

(g) Net Miscellaneous Receipts 

43.36 

40.02 ;; 

127.49 

3 99. so 

(h) Net Railway Revenue. 

422.02 

514.91 



<fH-(g) 


■ 

325.36 

349.91 

(i) Dividend Payable to General Revenues.* 1 ' 

370.18 

405.12 • 

— 197.87 

+ 49.89 

(j) Gross Surplus (+) or Shortfall ( ) 

51.84 

109.79 



(h)-(i) 




49.89 

(k) Appropriation to Railway Development Fund 





and Payment of Deferred Dividend Liability. 

51.81 

109.79 i 

... 

... 

(1) Net Surphis/Shonfall (j)—(k) 



96.1% 

88.8% 

(m) Operating Ratio* 

89.3% 

88.6% 

2.1% 

M% 

(n) Percentage of Net Revenue before payment of 

6.4% 

7.2% 



dividend to General Revenues on the Capi¬ 





tal at-Charge 



*Note : 

-Ratio of Total Woiking Expenses to Gross Traffic Receipts 



** Dividend payment is limited to lhe available nci Revenue and balance representing short- 1 

fall is transferred to ‘Deferred Dividend Liability Account* as per recommendations of the 1 

] Railway Convention Committee (1977). 



v_ _ 
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|‘ liability will get reduced to R$ 308.82 
; crores. 

! This, however, only partially refJccls 
the travails of railways. The deprecia¬ 
tion reserve fund has been run down 
since 1979-80 from Rs 313.07 crores 
to just Rs 152,7 crores, despite increased 
allocations (from revenue) to it r rom 
Rs 145 crores in 1978-79 to Rs 200 crores 
in 1979-80, Rs 220 crores in 1980-81 
and Rs 350 crores last year. The actual 
appropriations to this fund during these 
years, of course, have been R.s 219.61 
crores, Rs 240.64 crores and Rs 366.38 
Chores; as against Rs 162.57 crores in 
1979-80, if the appropriations on account 
of capital transfers and interest on 
balance in the fund are taken note of. 
The withdrawals from the fund, thus, 
have been larger than the appropriations 
to it. Kven after raising the allocation 
from revenue next year to Rs 500 crores 
(Rs 51.2.6 crores including capital trans¬ 
fer and the interest on the balance at 
; the end of 1981-82), the depreciation 
Reserve fund is estimated to get reduced 
io Rs 142.3 crores. This, undoubtedly, 
is a precarious situation in view of the 
fact that by the end of the current Plan 
period, 17 per cent ol the coaches on 
both the broad and metregauges and 
10,58 per ceiff wagons on broadgauge 
(as on April I, 1981) would become 
overaged. The track maintenance and 
replacement too is in heavy arrears: so 
is the modernisation of railway work¬ 
shops. The replacement cost of assets 
indisputably has gone up markedly. 

Pension Fund 

To cap it, the burden of the pension 
of railway stall' has increased consi¬ 
derably, necessitating doubling of the 
allocations U> the railway pension fund 
from Rs 50 croies in 1978-79 to as 
much as Rs 100 ciores this year. This 
allocation is proposed to be raised by 
another Rs 50 crores (to Rs 150 cores) 
next year. 

The deterioration in the performance 
, of railways in financial terms, indeed, 
has been alarming after 1977-78, when 
' they threw up a net surplus of Rs 126,23 
■ crores, aftei fully meeting the dividend 
| liability and allocating to the dcvclop- 
j/ment fund marginally more than the 


drawafe from it. We allocations trim * 

revenue to the depreciation reserve fund year to Rs 4,175.79 crores from the revi- 
and the railway pension fund, of course, sed estimate of Rs 3,541,80 crores this 
have been raised in that year only year and the actual receipts of Rs 2,624.02 
modestly—by Rs 5 crores under each crores in 1980-81. The ordinary work- 
head to Rs 140 crores and Rs 40 crores ing expenses are placed at Rs 3,052.90 
from Rs 135 crores and Rs 35 crores, crores, as against Rs 2,714.64 crores 
respectively, in the previous year. The and Rs 2,232.46 crores. After enhancing 
surplus was utilised for reducing the *hc appropriations from revenue to the 
indebtedness to the general revenue. depreciation reserve fund to Rs 500 
The subsequent ye:rs have witnessed crores from Rs 350 crores this year and 
sharp erosion in profitability. The net Rs 220 crores in 1980-81 and that to the 
surplus went down to Rs 36-66 crores pension fund to Rs 148 crores from Rs 
in 1978-79. There was a loss o'* Rs 66.26 98.5 crores last year and Rs 84 crores in 

crores in 1979-80. The loss increased to the previous year, the net traffic receipts 
as much as Rs 197.87 crores in 1980-81. next year will amount to Rs 474.89, 
The dividend liability was deferred both crores. This year they are expected to 
in 1979-80 and 1980-81. The revised esti- aggregate to Rs 378.66 crores as against 
mates lor 1981-82 pul the surplus at Rs 87.56 crores in 1980-81. The net rail- 
Rs 51.84 crores following a sharp increase way revenue, after accounting for the 
in railway tariffs. The net surplus for miscellaneous receipts, will go up next 
the next year is estimated at Rs 109.79 year to Rs 514.91 crores from Rs 422.02 
crores. crores this year and Rs 127,49 crores 


Post-Budget Escalation 

It, however, remains to be seen whether 
the actuals for 1981-82 and the revised 
estimates for the next year in February 
next will show that these surpluses arise. 
Some provision has been made in the 
budget estimates for the post-budget 
escalations in cost, but they may not 
prove adequate if inflationary pressures 
regain momentum for one reason or 
the other. There is, of course, a possi¬ 
bility of some improvement in the traf¬ 
fic availab'c to railways next year from 
the estimates mentioned in the budget- 
230 million tonnes originating revenue- 
earning goods traffic, a live per cent 
growth in suburban passenger traffic 
and three per cent growth in non-sub¬ 
urban passenger traffic. This optimism is 
based on the fact that the resurgence in 
the economy witnessed during the cur¬ 
rent financial year will not only conti¬ 
nue but also show* some further imprivc- 
ment. This, of course, will depend 
largely on the behaviour of the monsoons. 
But since substantial new capacities in 
various industries arc slated to be com¬ 
missioned next year and hydel power 
generation should show significant im¬ 
provement foltowing the heavy snowfall 
this winter, this optimism should not be 
misplaced. 0 

On current reckoning, the gross Ira- 


last year. The dividend liability will 
increase to Rs 405 12 crores from 
Rs 370.18 crores this year and Rs 325.36 
crores last year. Whereas the net revenue 
failed to meet the full dividend liability 
in 1980-81, it will be possible to dis¬ 
charge (his liability squarely this year 
as well as next year. 

The Surplus 

The surplus this year, as mentioned 
earlier, is expected to be around 
Rs 51.84 crores as against a loss of 
Rs 197.87 crores last year. With the 
proposed enhancement in tariffs, the 
surplus next year is anticipated to 
grow to Rs 109.79 crores. After meeting 
fully the expenditure out of the develop¬ 
ment fund—an allocation of Rs 45.03 
crores is proposed for this purpose— 
Rs 64.76 crores arc envisaged to be uti¬ 
lised for liquidating part of the deferred 
dividend liability. 

The tariff hike, as already pointed out, 
will yield over Rs 580 crores next year— 
Rs 320 crores on account of the increase 
in freight rates enforced from January 
1 and Rs 261.45 crores from the changes 
proposed on Tuesday in passenger fares, 
luggage and pared rates and freight rates. 
Having mobilised about Rs 320 crores 
in a full year through adjustments in 
freight rates three months ago, it was 
only to be expected that the burden on 
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not be raised much in terms of freight 
rates but primarily in regard to passenger 
' fares and luggage and parcel charges. 
The revenue-earning goods traffic was 
subjected to, with effect from January 
1, an additional supplementary charge 
at the rate of 10 per cent for distances 
not more than 500 kms and 15 per cent 
for distances beyond. It was also im¬ 
posed on the minimum freight charges, 
wherever leviable. The transhipment and 
other miscellaneous charges were put up 
by 10 per cent. A three per cent supple¬ 
mentary charge was levied on traffic 
booked cn “to pay basis'’. The change 
effected on Tuesday in freight rates is the 
withdrawal of exemptions allowed from 
i the supplementary charges imposed 
* from April 1, 1979, July 15, 1980 and 
April 1, 1981 in respect of such commo¬ 
dities as charcoal, grains and pulses, 
salt for human consumption, fresh fruits 
and vegetables, chemical manures, sugar 
and edible oils. The justification pul 
forth for the withdrawal of these exemp¬ 
tions is that railways are incurring heavy 
losses in transporting these commodities. 
Exemptions from these supplementary 
charges, however, arc to be continued in 
the case of firewood, medicines, fodder, 
kerosene and matches. These changes 
will bring in next year an additional 
revenue of Rs 76.85 crores. 

3 Passenger Fares 

Passenger fares have been enhanced 
to yield an additional Rs 172.60 crores. 
The increase in luggage and parcel rales 
will bring in Rs 12 crores. The increases 
proposed in these two tariffs are 
given in the box. The increase in fares 
is somewhat sharper in the case of second 
class travel, both by ordinary md ex¬ 
press/mail trains, than in the case of 
other classes. But this, obviously, could 
not be avoided: whereas the cost of 
travel by other classes had been raided 
signficantly in the past three years, the 
escalation in the travel by second class 
has been kept low. The monthly season 
** tickets—first class, second class, subur¬ 
ban as well as non-suburban—have 
been exempted completely from the 
proposed fare hike despite all econo¬ 
mic and financial considerations, pre- 


Passengtr Fares, Parcel Charges Revision 


The following an: the adjustments proposed 
by the Railway Minister in passenger fares : 

1. Rounding Off Rule : Second class ordi¬ 
nary fares to be rounded olT to the next higher 
multiple of 10 paisc for distances up to 201) 
kms and to the next hgher multiple of so 
paise for distances beyond 200 kms. second 
class mail/ex press fares to he rounded oil' to 
the next higher multiple of 50 paise for all 
distances; air-conditioned chair-cat, hirst 
class/2-tier AC sleeper and aii-umitiuoned 
class fares to be rounded oft’ to the next 
higher multiple of one rupee. 

Second Class Ordinary (Suburban and Non- 
Suburban, other than season tickets) : fa) The 
exemptions given wah ellcct from 15-7-NO 
I (from 10 per cent surcharge upto 100 kms\) 
and from 1-4-ION I (from 5 per cent surcharge 
upto 200 kms ) me to he withdrawn and the 
fares rounded off to the next higher multiple 
of 10 paise ; <b) Second class ordinary 

hires are to icv.scd from 1-4-82 as indei : 
(i) fares upto 400 kms will be incieased by A 
paise for each block of 5 kms ; (ib fares 
from 401 kms to KOI) kins will be increased 
by 3 pase for each block of 5 kms; and 
(jjj) for distances over 800 kms the fare will 
be raised by 2.5 paise per 5 kins , (c) The 
minimum fare will be laised from 5() paise to 
70 paise. 

Second Class Mail/Express ( other than 
season tickets ) : The fare for this mode of 
travel is to be raised on the same basis as for 
second class ordinary: ihe minimum charge 
will be Ktiscd from Re I to Rs 1.50. 

Air-Conditioned Chair Car : No C hange in 
fare upto 250 kms but beyond this distance 
the fare is to go up two paise per km 

First Class and AC Two-Tier Sleeper : No 
Change in faie upto 250 kms but beyond this 
distance, the fare is to go up by two paise 
per km. 


Surcharge on Air-conditioned 2-Tier Sleeper: | 

At present a surcharge is levied at Rs 15 upto 
a distanc'd of 1000 kms. and Rs 25 for longer 
journeys, it is pr iposed to re adjust the levy 
of surcharge as under : upto 500 kms,—Rs 15 
pu ticket; 501 to 1000 kms.-Rs 25 per 
ticker: 1001 lo 1501) kms.—Rs 40 per ticket; 
1501 knis. and above—Rs 5 ) per ticket. 

Air Conditioned Class : The fares lor this 
class will by 10 paise per km. for journeys 
above 8d kms. subject to a maximum of 
Rs 40 per ticket. 

Sleeper Surcharge . A; present this charge : 
is Rs 5 per night for the first two nights, with ,i 
no additional charge for the subsequent 
nights, it is proposed to raise this to Rs 8 
per mght for Ihe fust two nights, without 
modifying the condition regarding the 
subsequent nights being free. 

Surcharge on Superfast Trains : It is pro¬ 
posed to upgrade the surcharge on superfast 
trains as follows ; A«- conditioned class—from 
Rs 2 ) to Rs 25; first class and AC two-tier 
sleeper - from Rs 10 to Rs 12; AC'chair tar 
fiom Rs 0 lo R^12; second class sleeper— 
from Rs 1 Rs 6; There will be no change in 
the surcharge for second class sitting aecom* 
inundation on these superfast trains. 

Adjustments in Kajdhuni Fares : It is pro¬ 
posed to increase the fares for air-conditioned 
das* and two-tier AC sleeper by 20 per cent 
and AC chair car by 2^ pci cent. , 

Eligibility for Free Travel by Children : 

The age-limit for free travel by children is to 
be reduced from the present 5 years to 3 
years. 1 

Parcel Freight Structure : Jt is proposed to 
group the parcel traffic into six groups against 
fourteen at present with a separate scale or 
norm for charging. 


sumably because of the fear of an 
outcry from the users of this facility. 
This is unwarranted for the simple reason 
that those enjoying this facility <ve being 
unduly subsidised at the cost cf the 
national economy. The suburban fares 
particularly bear no relation to even 
the cost o f city transport. The incomes 
of passengers enjoying this facility hive 
not remained stagnant and some in¬ 
flation-indexing d these earnings, indeed, 
has taken place in the recent past. As 
pointed out by the Chairman of the 
Railway Board, Mr M.S. Gujral, the 
suburban passenger fares will have to 
be raised at some point of time. He has 
not hinted any increase in the immediate 


future. What he has conceded is the 
obvious. 

With the successive hikes in tariffs ' 
since 1979-80, the freight rates have been t 
raised approximately to the levels re- 
commended by the Rail Tariff Enquiry 
Commission (RTEC)not only in ‘'bsolute g 
percentage terms but also in real terms. ) 
In the case of air-conditioned and upper 
class travel, the purposed passenger fares ; 
will be even marginally higher than the 
RTEC’s recommendations. The increase 
in the second class fares as well as in 
the luggage and parcel charges, of course, - 
is much less. 

The scope for a further increase in 
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railway tariffs, thus, being limited pri- 
marily to second class trawl and to some 
extent to luggage and parcel rates, it is 
imperative that productivity is raised 
if railways have to remain in black on 
their current operations and also to 
gradually eliminate the indebtedness to 
the general exchequer. The requirements 
of future development too will have to 
be catered for by railways themselves. 
This is evident from the fact that due to 
financial stringency, the next year’s 
Railway Plan has been pegged at Rs 1.137 
Crores—just around the Rs 1,137.29 
crores revised estimate of* expenditure 
this year, [nffulion has pushed up the 
Plan expenditure this year by as much 
as Rs J 57.29 crores. 

With the pegging of the next year's 
outlay at Rs IJ 37 crores, the expenditure 
on line works as v\ell as yard remodel¬ 
ling and such other facilities has been 
curtailed quite significantly. The main¬ 
tenance works too have not received any 
substantial increase in outlay. But the 


enhanced appropriation to the deprecia* 
tion reserve should enable the tempo 
of work in this field to be kept up. The 
major increases in outlay have been 
effected only in the case of electrification 
projects, machinery and plant acquisi¬ 
tion, investment in road services and to 
sonic extent on the metropolitan trans¬ 
port projects. This appears to have been 
done mostly keeping in view their pro¬ 
gress schedules. It is high time that poli¬ 
tical pressures for the conduction of 
new lines were mitigated for quite size¬ 
able amounts are being spent even on 
surveys for new lines even though the 
prospects of undertaking these lines 
in the near future are bleak. The funds 
thus saved obviously can be more pro¬ 
fitably utilised for replacement and 
renewal of the worn out assets. Currently 
about 1300 kms of railway track a.c 
stated to be in urgent need of renewal. 
About 40,700 wagons and 3,150 coaches, 
which are over-aged, have to be replaced. 
Similar is the case with steam, diesel 
and electric locomotives as well as in 


respect of machinery am plant WimV? 

shops. 

The sharp escalation in operational 
costs in the past three years, particularly 
on account of such inputs as coal, high 
speed diesel, power, steel and employees’ 
wages and amenities, has made a non¬ 
sense of the operating ratio of railways. 
This ratio deteriorated to the unprece¬ 
dented level of 96.1 percent in 1980-81— 
of course, due to the aftermath of 1979 
serious drought as well. It has been 
brought down to 89.3 per cent this year 
though the objective of reducing it to 
88.8 per cent has not been achieved. 
Endeavours ought to be made to bring 
down the ratio through increased pro¬ 
ductivity to lef>s than 85 percent so that 
railways can meet the challenges of the 
future on iheir own. Concerted attention 
as well has to be paid to the punctuality 
of trains and safely of travel. The present 
record leaves much to be desired in these 
respects. 
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Interest Policy in India 


We have brought together in the table in 
the first part (p45, EE 19.2.1981) some 
statist!* cal data about the behaviour of 
different interest rates for the entire period 
from 1950-51 to 1980-81. There are limi¬ 
tations in interpreting the data. The 
sources of information are very narrow 
and the rates do not indicate exactly the 
market trends. We shall take first the 
short-term rates. The call money rate 
used to be the rate at which banks made 
loans amongst themselves for very short 
i periods. Currently, the market also 
includes other organisations like the 
Units Trust, LIC, etc. The average call 
money rate was less than one per cent in 
1950-51 a period of excess money and 
sparse opportunities. During the period 
of the First Plan, it moved up to about 
3 percent, by the end of the Second 
Plan, it was about 4 per cent, during 
the Third Plan period, it sharply went 
up to about 6.4 per cent in 1965-66, the 
last year of the Plan reflecting rising 
price trends, thereafter, it came down 
to about 4 per cent by 1968-69 and 
moved up again to about 6} per cent by 
1970-71; after having dipped to 4 per 
v cent in 1972-73, it moved up to a record 
of nearly 14 per ccnl in 1974-75, there¬ 
after, it came down to about 11 per cent 
by 1976-77 and started moving down 
from 1977-78 onwards; currently, it is 
hovering at about 8-9 per cent (1980-81). 

Call Rato Behaviour 

The behaviour of the call rate reflects 
the market-situations in the light of the 
bank rate. The State Bank of India 
advances rate was about 3] per cent in 
1950-51; it moved up to 4} per cent by 
the end of the First Plan and to about 
6 per cent by the end of the Second 
Plan; by the end of the Third Plan, it 
had reached about 9 per cent, it 
* further moved up to about 9.7 percent 
by 1967-68; thereafter it dipped to 9J 
per cent in 1968-71; it again started 
moving up from 1971 and rather sharply, 
by 1975-76, it had gone up by 15 per 
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cent, currently, it is hovering at about 
15-16 per cent. 

The Treasury Bill rate with a very 
limited scope was about 2 per cent in 
1952-53 and moved up only to about 
2.7 per cent by 1964-65, but went up 
sharply to 3i per cent in 1964-65; it 
remained more or less at this level in 
1968-69 when if had a dip to 3 per cent; 
from 1969-70, it has started again moving 
up from about 3 per cent to currently 
4.6 percent. The average of the yearly 
bank rate itself went up from about 3 
per cent in 1950-51 to 3i per cent by 
the end of the First Plan and moved up 
to 4 per cent by 1958-59; by the end of 
the Third Plan, it was ruling at 6 per 
cent, in 1967-68, it had a dip to about 

5 per cent; it moved up again to about 

6 per cent during 1971-72; in 1973-74, 
it again went up and in 1974-75 it 
averaged about 8£ per cent, but it had 
been moving up to about 9 per cent 
during that year and remained at that 
level till 1981 when it moved up again to 
10 per cent. 

Gradual Increase 

The rate of interest on deposits 
was less than 2 per cent around 
the beginning of the First Plan; it went 
up gradually to about 3 per cent by the 
end of the First Plan, to about 3$ per 
cent by the end of the Second Plan and 
to 6 per cent by the end of the Third 
Plan; it came down during the period 
1967-68 to 1970-71 to about 5$ per cent; 
thereafter, it again moved up to 6 per 
cent in 1971-72 and to a further 6$ per 
cent in 1874-75 and to 8 per cent in 
1975-76; currently, it is hovering at 
about 10 per cent. In early years there 
was no practice among banks of encou¬ 
raging long-term deposits. It is only 
during the later plan periods that an 
outlet for long term deposits emerged. 

Fixed and even savings deposits in 
banks are a very convenient portfolio asset 
for the public in India which consists of 
primarily risk-averters. In recent years 
company deposits have become popular. 


II 


They have moved up from a rough ; 
average of 10 per cent in early 70’s to 
currently 13 to 14 per cent. Even public 
sector organisations are collecting such 
deposits. The yield on long-term 
Government bonds was about 3 per cent 
in 1950-51; it slowly went up to about 
3-3i per cent by the end of the First 
Plan and to about 4 per cent by the end 
of the Second Plan and further to about 
5i per cent by the end of the Third 
Flan; thereafter, it moved up to about 
6.4 per cent by 1974-75 with some dips 1 
in the interregnum; currently, it is hover¬ 
ing at about 7\ per cent. 

Long-Term Yield 

If we lake the call money rate, or the 
State Bank hundi or advances rate, or the 
Treasury Bill rate as the representative 
short-term rate, (or even the deposit rate) 
wc find that the yield on long-term' 
Government bonds has been, well below 
the level ofthe short rates for most of 
the period. 

We have tried to work out a scries, ! 
based on company finance data of the 
Reserve Bank of India, of the average 
interest rate paid by medium and large ; 
companies on their borrowings. This] 
would be a measure of the terms at 
which loans are available to the private 
corporate sector. Around early Fifties, 
the average interest rate paid by com¬ 
panies on their borrowings was about. 
3J per cent; it went up to about 4 per 
cent by the end of the First Plan and 
to about 5 per cent by the end of the 
Second Plan; by the end of the Third 
Plan, it had gone up to about 7 per cent; 
by the beginning of the Fourth Plan, 
it had moved up to about 8 per cent; 
by the begining of the Fifth Plan, it had 
reached a level of 11 per cent; and in. 
1979-80, the latest year for which data 
are available, it had touched 12 per cent. 

Currently, it must be about 14 per cent, 
taking into account the effect of the 
interest tax on bank loans. It is interest¬ 
ing to observe that the above measure 
ofthe ‘cost’ of funds to the company 
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through borrowing has kept a close rela¬ 
tion to the movement in the price level. 

Since the bulk of the loans to the 
companies arc revolving in nature, we 
may consider the average interest paid 
by private companies on bonowings .s 
a sort of it medium-term rate. This 
measure includes the interest paid on 
deposits from the public made available 
to the companies. Unlike bank deposits, 
neither such loans nor the interest paid 
on them are insured. In view of the 
elephantine movement of the yield on 
bonds, it is natural that the households 
and firms should prefer to lend to 
companies rather than subscribe to 
Government bonds. Further, since the 
rate of profit on net worth of large com¬ 
panies seems to be currently less than 
the average interest paid by companies 
on borrowings, including the interest on 
deposits collected from the public, it 
induces potential owners and managers 
of companies to save and invest through 
deposits to companies rather than allow 
net worth to go at a faster rate and/or 
to save and invest through the medium 
of shares 


Questionable Suggestion 

Anyway the Muranjan paradox seems 
to have retained its force. There has been 
a suggestion that vve might choose the 
yield on debentures as the representa¬ 
tive of the long-term rates and not the 
yield on Government bonds. However, 
the market in debentures has been very 
limited; the debenture issues themselves 
have been so few that it is doubtful whe¬ 
ther the above suggestion is feasible. 
There is no doubt at all that despite the 
abundance of liquidity at the short end, 
the short-term rates have ruled very 
much above the long rates. The per¬ 
verse yield differential has continued. 
However, there has been some narrowing 
of the gap. This i think is very im¬ 
portant. Kven if we assume that the 
short-term rates are currently at about 
10-12] per cent, a sort of an average bet¬ 
ween the cal! rale and ihj State Bank 
rale and the deposit rate, the long-term 
Government bond yield would be between 
60-70 per cent of the mean of the short 
rates. 

\ In the beginning of our planning period, 


the mean of the short rates would have 
been less than 3 per cent and the 
long-term yields would have been just 
about that. But then, thereafter, the diffe¬ 
rential started emerging or even growing 
though there has been some narrowing in 
the recent period. By the beginning 
of First Plan, the Muranjan paradox had 
disappeared, but, then, it has asserted 
itself thereafter. At the beginning of 
the planning period, short-term liquidity 
was abundant and the savings to income 
ratio was rather low. We find that the 
short-term rate is affected very much by 
the state of liquidity and also the terms 
at which the RBI makes refinance avail¬ 
able Since the bulk of the owners of 
Government securities are financial in¬ 
stitutions and Governments, the long¬ 
term rate of interest has primarily been 
a policy-determined affair. 

Unfortunate Consequences 

It would appear that the Government 
has been moving up the long-term yields, 
but at a slower rate than the short-term 
rates themselves have been rising. There 
is more play for the market al the short 
end than at the long end. There have 
been a number of unfortunate conse¬ 
quences as a result of the policy of not 
allowing the long-term rate to move up 
to its natural level. 

From several points of view, it would 
appear that the authorities have kept 
the long rates very much below the 
natural level and also below the 
level of the rates on deposits to com¬ 
panies and have thus brought about 
certain unhealthy trends in the economy. 

Since the financial institutions, provi¬ 
dent funds and the Governments are the 
chief holders of Government securities, 
by keeping the yields below the natural 
level, the Government has virtually kept 
out households and firms from entering 
the bond market as savers. The Govern¬ 
ment has preferred to obtain the bulk of 
the funds through banks, financial insti¬ 
tutions and institutional contractual sav¬ 
ings agencies by enforcing statutory obli¬ 
gations on them. As a result, these in¬ 
stitutions have been forced to earn less 
on their portfolios than would have been 
the case otherwise. This has affected also 
the rates they can offer to potential savers 


on their 


deposit mobilisation efforts of banks 
and of financial institutions like the L1C 
have been rendered less efficient. In 
other words, out of the pool of financial 
funds, the organised financial institu¬ 
tions have been able to gather less than 
what they would have been able to gather 
otherwise. The potential suppliers of 
funds hnve, therefore, to seek other out¬ 
lets. This is where the parallel mone¬ 
tary system enters. 


Unnatural Situation 

The authorities have thus not allowed 
the bond market to grow at all in India. 
By compelling financial and savings in¬ 
stitutions to purchase bonds, an unnatu¬ 
ral situation has been created in the 
money and capital markets. Organisa¬ 
tions like the L1C find if more convenient 
to put a portion of their funds in the 
call market, thus coming in the way of 
the Reserve Bank of India’s policy for 
monetary control; in other words, finan¬ 
cial institutions and other agencies 
which would otherwise have subscribed 
to Government bonds had the yields 
been attractive, have been forced to offer 
their funds at the short end. This is 
one of the reasons why during the later 
portions of the Seventies, the call market 
seems to have been flooded with funds. 
The banks too have been prevented from 
going to the Reserve Bank of India for 
refinance facilities, since they have found 
an attractive source of funds at the short 
end itself. Further, since the banks have 
to earn their keep by making loans, the 
plethora of funds available at the short 
end has made banks look out for con¬ 
venient outlays for lending. The credit 
control policy gets considerably weaken¬ 
ed since between the banks and the bor¬ 
rowers, there can be hundred ways by 
means of which all sorts of transactions 
can be financed. 

The statistical device of allotting 
loans to particular purposes has never 
had any meaning under Indian or 
any conditions. There is no way by 
means of which, when the borrower can 
obtain funds through several sources 
and has several purposes to finance, we 
can successfully carry out the exercise of 
routing particular loans only to parti- 


\ EASTERN ECONOMIST 


508 


FEBRUARY 26, 1982 



gimmick, and it is a pity that the autho¬ 
rities have not woken up from their 
illusions. 


By keeping yields lower than company 
deposit rates, the authorities have fur¬ 
ther weakened their control on liquidity. 
The companies and the public are in 
direct relationship, even here profit rates 
on companies are lower than deposit 
rates. Risk-bearing is thus penalised ! 


Lenders and savers have been forced 
to choose less attractive portfolios with 
consequent social detriment. Behind the 
Muranjan paradox lies the story of our 
perverted attitude to interest policy. 
There is no reason at all why the para¬ 
dox should have persisted. It is the 
authorities who have operated monetary 
policy in such a manner as to create 
perversions in the money and capital 
markets and thus are solely responsible 
for nourishing the parallel money 
market. 


Possible Defence 

Let us examine the possible defence of 
the authorities. First, the moving up 
of the long-term rates to the level of 
short-term rates and even above the latter 
would involve an additional tax burden. 
Second, Government securities are a 
collateral for borrowing and/or refinanc¬ 
ing from the Reserve Bank, since the 
I securities offer liquidity, those who invest 
in them should gel lower rates. Third, 
raising yields would involve a bonus to 
the financial institutions which might 
fritter it away through larger expenses 
like wage benefits, commissions etc. 
Fourth, after all, the rate of growth of 
the economy is just 3J per cent and why 
should the yields be very much out of 
line with the rate of growth ? Each 
one of the above points may now be 
examined. 

The thesis concerning the addi¬ 
tional tax burden is only moderately 
true. The bulk of the owners of the 
securities are Governments and finan¬ 
cial and savings institutions. If we offer 
v higher interest payments to them, the 
Government can collect a major portion 
of it again through profits of banks and 
financial institutions. It is only in 
regard to a small portion of the charges 


that possibly additional fiscal receipts 
may be necessary. This of Course has to 
be recognised and there is no reason 
why the saver should not get his due. 
After all, the banks and financial insti¬ 
tutions will be in a position to offer 
higher rates to their depositors and 
savers. This, of course, will augment 
the savings to income ratio and have a 
beneficial effect. Even out of the in¬ 
comes obtained through interest, the 
bulk will return in the form of incre¬ 
mental savings. 

Wittied Liquidity 

The argument that Government 
securities offer liquidity to the financial 
institutions is correct, but then the 
authorities always have the power to 
whittle down the element of liquidity 
through policy controls. Further, there 
are other assets which are also equally 
liquid. One can obtain loans on fixed 
deposits and so on. The liquidity 
argument does not hold water. In other 
countries too the Government securities 
are liquid, but then this has not prevent¬ 
ed the authorities from having yields 
higher than in India. 

The argument that the banks and 
financial institutions will fritter away 
the increased receipts is not true, for, 
along with higher yields, we also will 
have to raise interest rates on deposits 
to savers. For example, the LIC poli¬ 
cies will become cheaper; the holders of 
policies will get bonuses and so on. The 
Government can also prevent any fur¬ 
ther unproductive use of the additional 
incomes obtained by the banks and 
financial institutions through higher yield 
rates, 

It is true that the rate of growth 
of the economy is about 3t per cent. 
But then the yield must compensate for 
the expected rate of inflation and other 
factors. Taking all these considerations 
into account, the raising of the yields is 
perfectly in consonance with the current 
growth rate. In fact, given the rate of 
inflation and the socially desired pre¬ 
mium, the Government has been depriv¬ 
ing the savers of their share in the 
benefits of growth by keeping yields low. 

Let me look into some of the favour^ 
able aspects of the policy of a once-over 
rise in yields. In the first place, thd 


savings to income ratio will move up; ; 
second, the proportions of savings ac* \ 
cruing to the banks and the financial j 
institutions will go up, thus diminish- i 
mg the significance of the parallel j 
monetary system; third, funds will be i 
attracted from abroad; fourth, the ■; 
authorities will be able to conduct ; 
their fiscal operations primarily through , 
non-inflationary means: fifth, there will ' 
be a tremendous development in the , 
bond market which, l think, would be' 
a healthy adjunct to our system. Sixth 
risk-taking will be duly encouraged. 

From all the above angles, the policy 
of a once-over raise in yields is a great 
boon to the economy. 

Let me elaborate the above points. 

It is well known that in India the people 
are generally thrifty and savings have 
positive interest elasticity. The bulk of 
the households arc risk averters and 
investment in Government bonds would 
be an ideal way of utilising their funds. 
Their liquid need is also not very great. 
Further, raising yields would attract 
funds from the markets for gold and 
real assets. It will keep down hoardings. 

The Nexus 

As noted earlier, the development of 
the parallel monetary system cannot be 
unrelated to the high rates of monetary, 
expansion witnessed in recent years and 
the phenomenon of the Muranjan ‘ 
paradox. By raising yields, a portion of ■/ 
the funds in the parallel market will, 
move towards organised financial sector. * 
This will imply a reduction in the use of 
funds for speculative purposes and in 
asset markets where the supplies of the 
physical assets are naturally scarce. It 
is true that the parallel market gets the ‘ 
advantage of tax evasion, but then higher j 
yields would reduce this advantage. 

It is important to realise that almost 
all yield rates in other countries are 
higher than in India. Indian residents! 
cannot be expected to remit continuous¬ 
ly larger and larger funds to India unless 
the yield rates here too are high. To 
these parties, liquidity is an advantage 
and Government bonds will provide 
both yields and a sound liquidity. Thus, 
the foreign exchange problem will also 
be partly mitigated. 

As noted earlier, keeping yields low 
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i has made the authorities depend pri¬ 
marily upon banks and financial insti- 
| tutions as sources of finance for their 
5 development. Bank lending to the 
I Government expands M» and M, too. 

; In other words, the authorities have 
| enlarged the supplies of M, and M* 

* more than necessary and have also kept 
; their rates of expansion higher. The 
! banks find the ownership of securities an 
j attractive liquid source and correspond¬ 
ingly credit expansion to the industrial- 
commercial sector also becomes larger. 
By raising yields and attracting house¬ 
holds and firms in increasing measure 
to the bond market, wc will be reducing 
the rate of expansion of M a and Mi 
without hurting the sources of finance 
for the Government expenditure. 

Too Low 

At present, in the Indian system, 
because of low Government yields, 
correspondingly, long-term rates too 
have been kept low. The permissible 
rates of return on debentures and on 
investment in companies has been de¬ 
pressed. The restoration of yields on 
Government bonds to their natural level 
will involve a raising of rates of return 
all round, and more particularly at the 
margin. As a result, more and more of 
funds will be attracted to the organised 
sector and share markets. The deve¬ 
lopment of the bond market should be 
considered as a natural goal of monetary 
and financial policy since the instrument 
of the bond provides a convenient 
mechanism for transferring resources 
from households and firms to the 
Government. In fact, it can be a con¬ 
venient source for introducing sudden 
anti-inflationary programmes. It will 
also offer a source of convenient liqui¬ 
dity to large sections of the community. 
Even small firms can benefit by this new 
instrument. They need not depend, to 
that extent, on commercial banks and 
other lenders. In fact, the development 
of the bond market will be one of the 
sure ways of reducing the role of the 
money-lending agencies in the Indian 
system. 

I have not referred to one important 
gain out of the above policy. Raising 
yields on Government bonds is a very 


important instrument of social justice. 
The bulk of the investors in provident 
funds and in life insurance are house¬ 
holds and a large proportion of these 
households consist of workers’ families. 
To many of them, these investments are 
the only source of security for the 
future. By keeping yields low, we have 
penalised the savers for the purpose of 
benefiting the parallel system by keeping 
high the rate of inflation. We have thus 
caused double blow to the goal of social 
justice. By raising yields to their natu¬ 
ral levels, we will be achieving the goal 
of social justice, an important aspect of 
which is that of justice to the savers. 
To the extent that interest rates go up 
all round and the public is protected 
against the ravages of inflation, we will 
have also helped the development of the 
family planning movement. Often 
children are considered as a source of 
security in the future. Bonds and other 
savings instruments carrying high yields 
are in a sense competitors to expansions 
of family size. In other words, high 
interest goes with lower birth rates. In 
fact, if the rate of return on bonds is 
kept high and the yields are protected 
against the vagaries of inflation, we will 
have given a tremendous fillip to the 
goal of population stabilisation at an 
early date. 

Important Weakness 

On other occasions, I have dealt with 
some aspects of interest behaviour and 
interest policy in Tndia. One of the 
important weaknesses in the interest 
situation is that the bank rate which has 
to be the leader in short-term rates has 
been too low in relation to the level 
required in the economy. Most often 
the bank rate has been lower than even 
the call money rate. Whenever the 
bank rate has been used and sharp 
changes have occurred, there have been 
consequent effects on interest rates in 
general. There have been consequent 
potential restraints on credit expansion, 
but the attitude of the monetary autho¬ 
rities to interest and interest policy in 
general has weakened their ability to 
bring about adequate control over the 
liquidity situation. The authorities 
have not realised that a well-developed 
Treasury Bill Market would help to keep 



sion. 


Secondary liquidity markets have not 
been developed. The dependence on 
the cash-credit and overdraft system as 
channels of accommodation have intro¬ 
duced considerable rigidities in our 
system. We have made it increasingly 
difficult to bring about sharp reductions 
in credit supply and in rates of credit 
growth. If the level of the bank rate 
had been moved up in consonance with 
the rate of price rise and the expected 
rate of inflation, all other rates would 
have been subservient to the bank rate. 
Instead of the bank rate being the king 
of short-term rate, the Reserve Bank of 
India has simply made it a golden 

prisoner. 

Excess Liquidity 

A high level of official short 

rate, bank rate and bill rate 

would have certainly reduced excess 

liquidity in the economy, particularly in 
a context of high yields on Government 
bonds. As will be noticed presently, 
unlike as in many other developed 
countries, the bank rate has not been 
utilised as a live instrument in monetary 
policy in India. 

A sudden and sharp rise in the bank 
rate has the following effects, assuming 
that the initial level was appropriate : 
It brings about a rise in all short 
term rates; it reduces the extent 
of credit demand and the rate of 
growth of such demand; it moves up 
yields; it brings down the price level 
particularly in speculative commodities 
and certainly moderates the rate of price 
rise; by causing some rise in velocity, it 
reduces the requirement of incremental 
money supply for any given change in 
the price level. In other words, the 
pressure on monetary expansion will be 
reduced. In India particulary a sharp 
rise in the bank rate attracts funds from 
the parallel system to the organised 
financial sactor. In view of the depen¬ 
dence of the banking system on the 
Reserve Bank of India, in a number of 
ways, the banks and their customers will 
seek other outlets for borrowing. 

Wc have referred earlier to the need to 
activate the Treasury Bill Market. The 
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nmaso warned tnrougn trte Treasury mu 
instrument would certainly be larger if 
the Treasury Bill rate is moved up in 
consonance with the call market rates. 
To the extent that the long yields are 
raised, there will be no large-scale entry 
of financial institutions like the LIC in 
the call market. The monetary autho¬ 
rity’s power to control policy would be 
strengthened. 

We may now turn to a comparative 
study of interest rates in the internatio¬ 
nal economy. 

Continuous Increase 

The post-Second World War period 
has witnessed almost continuous infla- 
i tion, sustained growth, and an upward 
trend generally, in interest rates. In the 
United Kingdom, the bank rate which 
was about 2 pjr cent in 1950 went up to 
5 per cent in 1960 and to 13 per cent in 
1973; it reached a height of 17 per cent 
in 1979 though by June 1981 it came 
down to about 12 per cent. The Treasury 
Bill rate went on moving up from about 
1J per cent in 1950 to about 4.9 per 
cent in I960, to 7 per cent in 1970 and 
to 12 per cent by June 1981. The 
Government bond yield (long-term) went 
up from about 2 per cent in 1950 to 5.6 
per cent in 1960, to 9.2 per cent in 1970 
and to about 12.6 per cent in June 198J. 
The Consumer Prices Index (1975-100) 

1 moved up from 26.2 to 54 in 1970 and to 
about 200,18 per cent by May 1981. It 
is interesting to observe that whereas 
prices went up eight-fold, the bond 
yield went up more than seven-fold. 
Insofar as the UK is concerned, the 
bond yield seems to have been, most of 
the time, higher than the Treasury Bill 
rate which is the short-term rate for the 
UK. 

Let us nov take the case of the United 
States. The discount rale which was 
about If per cent in 1950 went up to 3 
per cent by 1960, to 5} per cent by 1970 
and Feached a level of 14 per cent by 
June 1981. The Federal funds rate too 
seems to have moved in a similar man- 
• ner. The long term Government bond 
yield went up from about 2.3 per cent 
in 1950 to 4.1 per cent in 1960, to 6.9 per 
cent in 1970, and had reached a level of 
about 14.3 per cent by June 1981. Con- 

eastern economist 


sumer prices iuuj went up from 

about 45 in 1950, to 47 by 1960, to 72 
by 1970 and to 83 by 1973, it had rea¬ 
ched a level of 168 by June 1981. It 
would appear that in the United States, 
whereas consumer prices went up nearly 
four-fold, the long-term bond yield went 
up six-fold and above. For most of the 
period, the long-term bond yield was 
higher than the Federal Funds Rate 
though there were some switchings in the 
interregnum. 

The Consumer Price index in Germany 
went up from about 48 (1975=100) in 
1950 to 72 in 1970, and had reached a 
level of about 129 by June 1981. It has 
thus gone up by less than three times. 
However, the interest rate seems to show 
no firm upward trend though, after 1973, 
the rates seems to be all moving up. The 
bond yield had gone up from 6.9 per 
cent in 1960 to about 11 per cent by June 
J981. The call money rate had moved 
up from about 4.3 per cent in 1950 to 
about 10.2 per cent in 1973, and had 
moved up to 11.9 per cent by June 1981- 
It seems that in Germany, until very re¬ 
cently, no firm upward expcctational 
trend in prices had been established. 
This might account for the peculiar be¬ 
haviour of interest rate in Germany as 
compared to that in other countries. 

Japanese Experience 

In Japan, the discount rate went up 
from 5.1 per cent to about 9 per cent in 
1973 and had moved down to about 6.3 
per cent by May 1981. The call money 
rate was fluctuating between 11.8 per cent 
in 1950 to about 7 per cent in May 1921. 
The bond yield seems to have been gene¬ 
rally steady at about 7 per cent. The 
consumer prices (1975= 100) went up by 
22 in 1950 to 58 in 1970, and had gone 
up further to 143 by 1981. Whereas prices 
had increased six-fold, interest rates had 
not shown any correlated trend. It is 
well known that financial markets are 
different in Japan from elsewhere since 
Japan appears to depend very heavily 
upon the banking system. There is not 
enough material to perceive any definite 
trend in the relation between the short 
rate and the long rate. 

As compared to the above countries, 
in India, consumer prices went up from 
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133 by April 1981, a six-fold increase,; 
However, as noted earlier, though, the j 
call market seems to have moved up 
somewhat closer to the trend in prices, j 
the bond yields which were around 3.1 j 
per cent in 1950 had gone up only to i j. 
about 7 per cent by May 1981. Looking 
at the high upward trend in prices since 
May 1960, running at about 6 per cent r , 
per annum, there does not seem to have 
been any significant corresponding trend 
upwards in the bank rate, and certainly 
not in the long-term yield rate. As noted 
earlier, the short-term rate seems to have 
been above the long-term rate. 

Selective Comparison 

A selective comparison of international 
experience in interest rate behaviour in 
the post-Second World War period seems 
to bear out the general tendency of inte¬ 
rest rates to move up in close harmony 
with price trends. The long-term rates 
are generally above the short-term rates. 
However, in regard to India, the above 
tendency is not perceived. Further, the 
long-rate seems to be the shorl-ratc. 
India thus is an exception to world mone¬ 
tary and interest experience. Though 
our economists, at the policy level, seem 
to have drawn heavily upon the expe¬ 
rience in the UK and the USA m other 
respects, they do not seem to have taken 
lessons from the experience in regard to 
interest in other countries. 

I have not so far referred to the ad¬ 
verse effect of our taxation system on 
savings. Since savings for investment in 
physical and human capital are the prime 
determinants of growth along with the 
productivity-efficiency of capital, and we 
have taken the view that these can be 
altered through policy changes every en¬ 
couragement has to be given to streng¬ 
then the propensity to save among the 
citizens. Though India’s per capita real ' 
income is very much below that of the 
United Kingdom and the USA its savings 
to income ratio is more than 1J times of 
that in the above countries. For a per 
capita income improvement of less than 
30 per cent over the period of three de¬ 
cades, the savings to income ratio has 
risen by more than 10 .percentage points. 

If appropriate policies are pursued, and 
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savings mobilisation efforts arc rewarded 
we could easily reach a savings to income 
ratio of about 25 per cent, through non¬ 
inflationary means. Savings are taxed 
three times: The source of savings, in¬ 
come, is taxed; interest too is taxed, the 
coemption amount being very small: and 
accumulated assets are taxed. Further, 
there is no protection against thcravogas 
of inflation. The capital gains tax pro¬ 
visions need a radical overhaul. If sav¬ 
ings and income from savings, are both 
exempted from tax, and appropriate inte¬ 
rest policy changes are brought in, the 
parallel monetary system will dwindle in 
importance and the economy's savings to 
income ratio through normal financial 
channels will surely get a tremendous 
boost. 


Policy Changes 

It is feasible to hope for a sav¬ 
ings ratio of about 24 to 25 per cent with 
suitable fiscal and monetorv policy chan¬ 
ges. The entire philosophy of socialism 
and accelerated nationalization was built 
on the postulate that it is only under such 
institutional conditions that the rates of 
accumulation can be quickly stepped up. 
What the Indian experience tails is that 
even under mixed economy conditions the 
ratio can go up remarkably. The impli¬ 
cations of this arc tremendous. We need 
not even depend upon inflation and a per¬ 
verse tax system to boost savings. The 
Indian public, household and firms, are 
sufficiently thirft-rnmdcd to attain high 
savings-performancc provided policy is 
appropriate. 

It is time, therefore, that the authori¬ 
ties gave some attention to the rectifica¬ 
tion of the errors of omission and com¬ 
mission in regard to interest policy. 

The long rate, the yield on bonds, 
should be currently about 15-16 per cent, 
consisting of RLP of 3 per cent. Exg of 
3i per cent, and Exp. of 9 per cent. If 
wc want to boost the savings ratio and 
the growth rate, the GPM is about 4-5 
per cent. The optimum long rate in 
India is thus about 20 per cent as ugainst 
yield on bonds of a mere 7 per cent. 
Gross of tax on the profit rate in compa¬ 
nies is about 20-22 per cent. 

Wc suggest that the bond yields should 
be at least raised over a period of 3 


years to about 18 per cent. The level of 
short rates should move up to about 14- 
16 per cent; the fixed deposit rate, the 
permissible debenture yield, the company 
deposit rates, the small savings rate all 
should move up to 14-18 per cent. The 
Bank rate should move up to 14 per 
cent. Tax policy changes should wholly 
exempt interest through specific items 
from income-tax; similarly savings thro¬ 
ugh specific channels should be entirely 
exempt from income-tax. The capital 
gains and wealth tax rates should also be 
altered to suit savings. 

If the above changes are carried out I 
expect the net savings ratio primarily 
through non-inflationary channels to 
move up to 24-25 per cent of national 
product at market prices. The Government 
need not at all depend upon the banking 
system for obtaining funds. Workers 
will work with greater enthusiasm. The 
insurance corporation will have tremen¬ 
dous extent of new business. Remittan¬ 
ces too will flow in larger amounts. And 
most important, the parallel sector will 
dwindle away. 

When I thought about this lecture, I 
had promised myself thal I would go over 
the whole of interest theory and policy 
and with reference to the reality and 
needs in the Indian economy. I must 
confess that 1 nave not been able to cover 
the entire theme. I am not placing be¬ 
fore you the econometric evidence which 
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In general, sqch evidence, even on the 
basis of simultaneous equation models, 
does not support the Keynesian theory. 
We have done a great injustice to the 
Indian economy by applying Keynesian 
theories and policies in India. The evi¬ 
dence is elearly in favour of the New 
Classical Economics which is now spread¬ 
ing in a wave fashion in the United 
States and also, I understand, in the UK. 
The New Classical Economics attends to 
the fundamental causes behind the move¬ 
ment of economic variables. Over a 
period of three decades, the fundamental 
tenets of Classical Economics emphasising 
thrift, productivity, prospectiveness, re¬ 
source-constraints, institutional barriers, 
etc. have come into prominence. The 
Keynesian diatribe against savings which 
was taken so seriously in the UK and the 
USA for a fairly long time has been 
shown to be at the root of many of the 
modern calamities like high inflation, high 
unemployment, etc. The policymakers 
in India have been somewhat slow to 
changes. I wonder whether they are 
aware of the big changes in economics 
that arc taking place in countries wherein 
most of them had their graduate and 
post-graduate education. Most of the 
policymakers have yet to realise that 
they nave to fashion out an economic 
policy for the Indian economy. 

( Concluded ) 


: 

Are you an Executive in Government Industry or Trade, 
desirous of keeping yourself abreast of day-to-day 
economic and financial events in India and abroad ? 


X 


X 

X 

t 

X 

X 

X 

t 

t 

X 

X 

X 

X 

t 

t 

X 

t 

X 

X 


Subgcribe to 

EASTERN ECONOMIST 

(India’s leading economic weekly) 

UCO Bank Bldg., Parliament Street, 

P.O. Box No. 34, NEW DELHI-110001 

Phone: 389518 Grami “RESEARCH” 


X 




EASTERN ECONOMIST 


512 


FEBRUARY 26 , 1982 





V4 




Hope for the Hapless and Handicapped 
Expanding Social Welfare Activities in Delhi 

There are far more institutions and services catering to the needy, neglected, 
destitute and the handicapped today in Delhi than ever before. The Delhi Administration 
is at present running 60 institutions / Centres and services covering almost all the facets 
of social welfare activities benefitting about 3,00,000 persons. These institutions provide 
boarding and lodging and social security to needy children, women, old and infirm, 
beggars, leprosy affected persons, the handicapped and the mentally retarded. Facilities of 
education, training are also given to make them stand on their own legs. 

ANTI-BEGGARY DRIVE HAS BEEN VIGOROUSLY LAUNCHED. BEGGARS 
ARE BEING TRAINED IN NINE HOMES TO REHABILITATE THEM IN LIFE. 

The expenditure on plan side for Social Welfare activities has doubled in the 
current financial year going upto Rs. 225 lakhs as against Rs. 110 lakhs last year. The 
outlay for next year is of the order of Rs. 338 lakhs on the State Sector. 

The Administration has decided to observe this year too, as the year of the 
Handicapped to keep up the tempo of the schemes started in IYDP last year. 

Some of the Schemes taken up this year are as follows: 

• One school for mantally retarded children and another for the deaf was started for 
Trans-Yamuna area. 

• The Government school for the blind boys was upgraded to High School level. 

• A Hostel for the college going blind students was started near the Delhi University. 

• Ninety-six dwelling units were alloted to leprosy affected persons. 

• A sheltered workshop, to provide work and training and a Rehabilitation Centre 
were set up for 800 leprosy patients at Tahirpur, Shahdara. 

• The scheme of setting up residential insititution for the orthopaedically handi¬ 
capped is on the anvil. 

• Social Assistance Centres to be opened. 

• 178 Kiosks and Stalls have been allotted to the physically handicapped to rehabi¬ 
litate them independently. 

• About 300 physically handicapped students are given educational stipend 
@ Rs. 30/- and Rs. 40/- per month. 

• Almost 1,00,000 children and 20,000 expectant and lactating mothers are provided 
with the special nutrition under the supplementary Nutrition Programme. 

• One short stay home for women and girls in distress and in moral danger has 
been set up. 

The Delhi Administration rededicates itself to the task of helping 
the handicapped and needy in 1982. 
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Economic Analysis 


The Tasks Ahead 

(This is the final Chapter of the Economic Survey) 
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Tim YLAR 1981-82 has seen re¬ 
covery of the economy and a subs¬ 
tantial restoration of economic stabi¬ 
lity. Agricultural production has been 
satisfactory, the infrastructure is func¬ 
tioning efficiently, and the industrial 
sector shows a healthy rate of growth. 
The rate of inflation has decelerated. 
Thus, in terms of short term manage¬ 
ment the performance of the econo¬ 
my has been highly satisfactory. The 
improvement recorded in the econo¬ 
mic situation during the current year 
piovidcs an opportunity to review the 
important medium and long term 
problems, and to undertake neces¬ 
sary measures for strengthening the 
productive base of the economy. 

Achievement of a continuing high 
growth rate in the coming years will 
be more difficult unless efforts are 
intensified to step-up productivity and 
investment. The economy has now 
recovered to a more normal level of 
product ion and there is not much slack 
in the system. Future growth must 
come increasingly from additional 
capacity creation as existing capacity 
gets fully utilised, lienee the import¬ 
ance of the Sixth Plan targets for addi¬ 
tional capacity creation in several cri¬ 
tical sectors. The economy is about to 
enter the third year of the Sixth Five 
Year Plan. The momentum developed 
in 1982-83 will be critical lor the suc¬ 
cess of the Plan. The balance of pay¬ 
ments also continues to show severe 
strain. The external payments 
problems of the economy arc of a 
structural nature which can only be re¬ 
solved over a medium term horizon, 
but they call for action on many fronts 
without delay. 

\ major and persistent problem is 


that of inflation. Twice in the last ten 
years, the country has been faced 
with severe inflationary pressures and 
the fight against inflation has been a 
major pre-occupation of economic 
policy during the period 1972-73 to 
1974-75 as well as the period 1978-79 
to 1981-82. It is a matter of satisfac¬ 
tion that considerable success was 
achieved in the task of reducing infla¬ 
tion in both periods. The annual rate 
of inflation, as measured by the move¬ 
ment in the Wholesale Price Index ori 
a point-to-point basis, had exceeded 
20 per cent in 1979-80. This was brought 
down to 16.7 per cent by the end of 
1980-81 and to the level of 5 A percent 
by January 16, 1982. This is a major 
achievement, which has eluded many 
developed and institutionally better 
organised societies than ours. A major 
task in the years ahead is to sustain a 
non-inflat ionary environment for fas¬ 
ter growth and development. 

In view of the unfavourable exter¬ 
nal economic situation and increas¬ 
ing domestic expenditure require¬ 
ments, this is not an easy task. The 
international price situation continues 
to be full of uncertainties, and the 
possibility of a spurt in oil prices or 
other commodity prices cannot be 
ruled out. In any case, in view of the 
persistent inflationary situation in 
developed countries, prices of manu¬ 
factured goods are likely to continue 
to increase. Volatile exchange rate 
changes and movement of large liquid 
resources of surplus countries are 
another source of uncertainty. Domes¬ 
tically, adverse weather condition can 
disturb the delicate demand and sup¬ 
ply balance in the economy. Any ini¬ 
tial price increases arising from either 


international or domestic develop¬ 
ments can become widespread and 
result in a generalised inflationary 
situation. The need for vigilance on the 
price front, therefore, will continue 
to be as strong as before. 

Continued stability in prices is pos¬ 
sible, if in addition to augmenting 
domestic production, the growth of 
aggregate demand in the economy is 
kept under control through appropriate 
restraints . n expansion of domestic 
credit and Government’s budgetary 
deficit. The budgets in the last two 
years have tiied to achieve a balance 
between investment requirements and 
consumption needs of a developing 
economy. Concerted efiorts have been 
made to mobilise resources in a non¬ 
infiationary manner to increase in¬ 
centives for savings and investment, 
and to restrain the growth of non¬ 
development outlays. 

The budget is now coming under 
increasing pressure because of the vital 
need to maintain the nation’s security 
in the face of external threats, noimal 
growth in non-developmcntal and 
maintenance expenditure, and larger 
financial requirements of approved 
projects arising from the escalations 
in cost of equipment, particularly in 
respect of imported capital goods. In 
order to meet rising expenditure on all 
these accounts, it is essential to raise 
the productivity of investments al¬ 
ready made, improve the yields from 
existing taxes, and minimise non- 
plan expenditure, particularly adminis¬ 
trative expenditure. The mobilisation 
of domestic savings for productive pur¬ 
poses is also extremely important. The 
savings rate in India is fairly high in 
comparison with other developing 
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countries. It is important to devise 
means to channel these savings into 
^ productive investments in both public 
and private sectors. Fiscal policy has 
an important role in play in this con¬ 
text. At the same time, an important 
objective ol fmcal policy in coming 
years must be to encourage further 
savings and to channel these to pro¬ 
ductive investment for increasing em¬ 
ployment and growth in the economy. 

A sustained growth in agricultural 
production is an essential requirement 
not only for price stabilisation but also 
the longer term growth potential of 
the economy. It is a matter of satis¬ 
faction that foodgrains production in- 
creased to about 132 million tonnes in 

1978- 79 as against about 100 million 
tonnes ten years ago. There was a 
sharp decline in food production in 

1979- 80 due to drought, but produc¬ 
tion recovered to nearly 130 million 
tonnes in 1980-81 and is likely to reach 
134 million tonnes in 1981-82. The 
average annual level of foodgrains pro¬ 
duction in the 1970's was about 114 
million tonnes as against 83 million 
tonnes in the 1960’s. Much of this 
increase has been achieved due to im¬ 
provement in yields, which reflects the 
success of the basic agricultural stra¬ 
tegy of extending irrigation together 
with assured supply of improved seeds, 
fertilisers, credit and other inputs. 

However, as pointed out in last 
year’s Survey, there arc some disturb¬ 
ing elements in the agricultural situa¬ 
tion which need to be overcome. Foi 
various reasons, the breakthrough in 
yields in the case of wheat has not 
been matched in rice in large areas 
of the country while production of 
pulses, coarse grain sand oil seeds conti¬ 
nues to stagnate, besides wheat yields 
have ceased to grow in some of the 
most important wheat producing 
regions indicating the need for conti¬ 
nued genetic improvement in seeds. A 
great deal also remains to be done for 
increasing output in dry and semi-arid 
*+ zones, and in exploiting ground wafer 
resources. 

In an agricultural economy like 




India, even a small decline in output 
of a major crop due to weather or 
other factors can lead to a sharp es¬ 
calation in prices, with particularly 
adverse impact on the vulnerable sec¬ 
tions of society. The public distribu¬ 
tion system has, therefore, come to 
play an important role in meeting the 
minimum consumption requirements 
of the people at reasonable prices. 
After the drought of 1979-80, there 
has been a significant reduction in the 
level of stocks, and there is also in¬ 
creasing evidence that the annual re¬ 
quirements of grains through the pub¬ 
lic distribution system are increasing. 

These stocks are now being built up 
again, partly through higher domes¬ 
tic procurement in the current year 
and partly through imports. In view of 
the importance of maintaining stability 
in prices of major foodgrains, it would 
be essential to keep a close watch on 
production, procurement and off¬ 
take of foodgrains from the public 
distribution system. Efficient procure¬ 
ment and distribution are essential 
elements in the strategy for building a 
viable public distribution system in 
foodgrains. 

An important objective of policy in 
the coming years must be the creation 
of an environment in which the pro¬ 
ductivity of investments is up to expec¬ 
tations. There is evidence that actual 
output per unit of capital employed in 
the economy has been decreasing and 
this has had adverse effects on the 
growth of the economy as well as on 
the resource position of the Govern¬ 
ment. it is necessary to reverse this 
trend, and to ensure that large invest¬ 
ments made by the community earn 
an adequate rate of return within a 
reasonable period of time. This ob¬ 
jective can be achieved only if exist¬ 
ing capacities arc utilised fully, and 
new projects are implemented accord¬ 
ing to original time schedules. Un¬ 
fortunately, experience in regard to 
implementation of projects has not 
been entirely satisfactory. There have 
been substantial delays in implemen¬ 
tation of projects in even the most 
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critical areas such as power, fertili¬ 
zers, steel, non-ferrous metals, paper 
and cement, etc. Delays in implemen¬ 
tation of projects postpone availabi¬ 
lity of additional supplies; they also 
add to costs which increase the strain 
on the country’s resources. Cost es¬ 
calation of 50 per cent or more over 
original estimates are not unknown, 
and this is a major factor in increas¬ 
ing capital-output ratios in important 
sectors of the economy. By standards 
of other developing countries, the 
savings and investment ratios in the 
Indian economy are quite high; how¬ 
ever, growth in production lias not 
been commensurate because of the 
increasing time-lag between financial 
expenditure and physical output from 
projects. 

A number of major projects under 
implementation are in the public sec¬ 
tor. T he successful implementation of 
these projects and provision of ade¬ 
quate finance for them are closely 
linked with the performance of the 
existing public sector cuteiprises. For¬ 
tunately, the performance of many 
enterprises has improved in the cur¬ 
rent year. However, there is consider¬ 
able scope for further improvement. 

Under the Sixth Plan, Central enter¬ 
prises other than the Railways and the 
Posts and Telegraphs arc expected to 
generate a gross surplus of as much 
as Rs 5800 croics during 1980-85. 
The achievement of this target will 
require vigorous efforts for generating 
further surpluses during the remain¬ 
ing period of the Plan. As investment 
in the public enterprises grows and 
the icsourcc constraint becomes more 
binding, (he potential for increasing 
public developmental outlays in suc¬ 
cessive Plans would critically depend 
on the performance of public sector 
enterprises. It is for this reason that 
the new 20-pom I piogramme places 
particular emphasis on improving the 
working of public enlcrpiises and on 
the timely implementation of projects. 

India's balance of payments has been 
under considerable strain in the last 
two years. The I fade deficit is likely to 
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exceed Rs 5000 crorcs for the second 
year in succession. Jh ojder to finance 
this deficit, it has been necessary to 
increase recourse to foreign borrow¬ 
ings from official as well as comvnc cial 
sources. A substantial proportion of 
the foreign borrowing in the recent 
pa si has had to be on terms that arc 
harder than has been the case Ira* 
ditionallyas the supply of concessional 
funds is inadequate. This trend is 
likely to persist in the coming years 
and has obvious implications for the 
country's debt-servicing burden in the 
medium term. 

In the next few years, while recourse 
to a certain volume of commercial 
loans may be unavoidable, it is also 
clear that this cannot be relied upon 
as a major and increasing source of 
financing current account deficits. 
There are signs that inflow of credits 
from the International Development 
Association (IDA), which is a major 
source of concessional development ■ 
finance, may be lower than envisaged 
only a year ago. I he prospects for 
an increase in inflows of bilateral 
and other souices of external develop¬ 
ment finance on concessional terms 
are also not favourable. Prudent 
management of the balance of pay¬ 
ments situation in the next few years, 
therefore, has to be based on the 
assumption that capital inflows can¬ 
not be sufficient to cover I he current 
account deficits of the magnitude ex¬ 
perienced in the recent past. This 
implies Unit adjustment in the bal¬ 
ance of payments must come from 
trade and invisibles. 

Since 1974-75, there has been a 
marked increase in the receipts from 
invisibles on current account, parti¬ 
cularly on account of private remit¬ 
tances from abroad. ‘I he latest avail¬ 
able balance of payments data show 
that gross receipts from invisibles 
increased from ahold Rs 882 croics in 
1974-75 to Rs 2823 crorcs in 1978-79. 
Net receipts, after allowing for pay¬ 
ments also increased from abc-ut 
Rs 326crorcs to Rs 1692 crores during 
the same period and remittances on 


private account increased from Rs 220 
crorcs to Rs 944 crores. Available 
information also knows that receipts 
from invisibles continued to increase 
until 1980-81. 

In 1981-82, however, there seems to 
have been some deceleration, and 
remittances from abroad arc likely 
to show a decline. Unsettled conditions 
in some of the countries in West Asia 
as well as some slowing down of new 
investment and construction activity 
in oil exporting surplus countries may 
also have an adverse effect on the in¬ 
flow of remittances in the immediate 
future, in order to attract lemittanccs 
and savings from non-resident Indians, 
the Government has provided a num¬ 
ber of incentives. It is necessary to 
keep these policies under review in 
the light of developments in the exter¬ 
nal financial markets and the increas¬ 
ing sophistication oflndian emigrants 
in channelling their savings in alter¬ 
native investment opportunities ab¬ 
road. 

On the trade side, the bulk of the 
increase in trade deficit has been on 
account of the rise in the value of 
imports since 1979-80. Imports have 
doubled in a period of three years 
(from the levcf of about Rs 6800 crores 
in 1978-79 to over Rs 13200 crores in 
1981-82). A major reason for this was 
the sharp escalation in oil and other 
prices and consequent deterioration in 
the terms of trade. It has been estima¬ 
ted that in 1979-80 the loss due to 
terms of trade deterioration was of the 
order of Rs 2419 crores (taking 1978-79 
as the base). 

Nearly 60 percent of India's imports 
are accounted for by oik fertilizers, edi¬ 
ble oils and steel. In respect of crude 
oil and fertilizers, the increase in the 
import bill has been on account of 
increase in prices, all hough a part of 
the increase in 1980-81 was also on 
account of larger volume of imports 
due to lower domestic production of 
crude oil in the North-Eastern Region. 
So far as edible oils and steel are con¬ 
cerned, the increase in imports in re¬ 




cent years has been mainly on account 
of higher quantities of imports be¬ 
cause of inadequacy of domestic pro¬ 
duction. 

These bulk imports are either essen¬ 
tial inputs into production or as in 
the case of edible oils, they are de¬ 
signed to keep the price situation of 
essential commodities under con¬ 
trol. As such, a significant cut in these 
imports is not feasible unless domes¬ 
tic production increases at a suffi¬ 
ciently high rate. With this end in 
view, in the Sixth Plan, the country 
has embarked on a major programme 
for expansion of output and capacity 
in critical areas particularly oil seeds, 
fertilizers, steel and cement. Efforts 
are being made to increase produc¬ 
tion of oilseeds through extension and 
intensive development programmes 
in selected areas. The successful im¬ 
plementation of these and other pro¬ 
grammes should contribute to reducing 
the pressure on the balance of pay¬ 
ments by the end of the aixth Plan. 

In addition to bulk commo¬ 
dities. India is a significant importer 
of capital goods and industrial raw 
materials. In relation io total imports, 
however, the size of these imports is 
relatively small. These are vital for 
maintaining and increasing the pro¬ 
ductive capacity of the economy. Jt 
should be possible to maintain y libe¬ 
ral policy for import of capital goods 
and raw materials which cannot be 
produced at reasonable costs indi¬ 
genously. The cost aspects in the deve¬ 
lopment of indigenous industry arc 
important as higher costs at the input 
stage increase costs and prices through¬ 
out the economy and reduce compe¬ 
titiveness abroad. 

It is noteworthy that the substantial 
increase in exports achieved during 
the period 1974-75 to 1976-77 was 
partly on account of the boom in the 
value of agricultural or agro-based 
exports, such as, oil cakes, marine 
products and sugar. Our major tra¬ 
ditional exports c.g. jute, tea and 
textiles arc also heavily dependent on 
the performance of the agricultural 
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sector. Foitunately, it has been pos¬ 
sible to avoid large-scale imports of 
wheat, rice and raw cotton in the 
last three years when the balance of 
payments has been under severe pres¬ 
sure. For the viability of the balance 
of payments over the medium term, 
it is important to maintain the momen¬ 
tum of growth in the agricultural sec¬ 
tor, and thus keep imports of edible 
oils, foodgrains and other agricultural 
raw materials to a minimum. 

Rapid export growth is an essential 
element of the strategy for managing 
the balance of payments both in order 
to close the trade gap over time and 
also to ensure adequate debt sci vicing 
capacity in the medium tenn. In value 
terms, the ra'e of growth of exports 
averaged 12.7 per cent pet year dur¬ 
ing the period 1975-76 to I9XI-82. 
Hi is is a reasonable performance. 
However, there can be no room for 
complacency. A special effort needs 
to be made to expand exports in sec¬ 
tors which are internationally com¬ 
petitive and for which the world de¬ 
mand is increasing. It is a matter of 
concern that in three out of five years 
since 1977-78, the increase in exports 
was only of t he order of 5 per cent in 
value terms. It is also a matter of con¬ 
cern that the share of engineering ex¬ 
ports in our total exports has re¬ 
mained around 12 to 15 per cent since 
*975-76, after increasing progressively 
from the level of only 1.3 per cent in 
1960-61. 

Since exports from the agricultural 
sector arc likely to depend on the 
domestic supply situation and the 
world market conditions which arc 
subject to sharp variations from year 
to year, it is clear that growth in ex¬ 
ports on a sustained scale v'ill depend 
on the performance of the industrial 
sector. In a highly competitive world, 
and a situation where growth in total 
trade is expected to be low in the 
medium term, the success of our ex¬ 
port effort will depend crucially on 
the quality and prices of our industrial 
products. This is an aspect to which 


increasing attention needs to be paid 
uigently. 

There is substantial unutilised poten¬ 
tial for growth of exports in a number 
of sectors e.g. textiles, engineering, 
marine products, foot-wear and other 
leather products, and handicrafts (in¬ 
cluding gem and jewellary). Despite 
growing protectionism, world markets 
in these products are large and ex¬ 
panding, and as a relatively small sup¬ 
plier, India should have ample scope 
for increasing its share of world trade. 
As the problems and constraints in 
increasing exports in each sector are 
different, it is essential to evolve a 
product by product export strategy, 
which will aim at removing these cons¬ 
traints and providing maximum sup¬ 
port to those exporters who have 
shown good export performance and 
who have the capacity to expand 1 heir 
exports at a fast rate. To this end, it 
would be necessary to keep under 
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review the entire gamut of policies J 
which alfcct growth of production J 
and exports in selected areas. The J 
maintenance of price stability, conti- $ 
nued improvement in infrastructure $ 
and the satisfactory supply situation 
in respect of inputs should provide 
the right environment for expansion J 
of exports in the coming years. j 

During l l >8l-82 Ihe economy has t 
shown remarkable resilience. Despite X 
the dctcrioiation in the external en- { 
vironment, it has been possible to X 
increase agricultural and industrial % 
product ion, reduce the rate of infla- t 
lion, maintain adequate supplies of J 
agricultural and essential commodities, j 
and contain the pressure on balance t 
of payments within manageable J 
bounds. Ihe task ahead is to consoli- t 
date these gams, increase producti- 1 
vily and to build a firm foundation f 
for sustained and equitable growth in $ 
the economy. J 
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In the Nation 


Reforms in Direct Taxes 


Tim Union Finance Ministry may deny 
that ■ modifications in direct taxes arc 
effected for inflation, indexing, yet some 
recognition of the fall in the value of the 
rupee is implied in these adjustments, 
even though they arc styled as mitigating 
the hardships of the vulnerable sections 
of society. The strong plea made by the 
Estimates Committee of Parliament for on 
upward revision in the exemption limits 
of wealth tax, gift tax and estate duty, 
therefore, needs to be endorsed in view 
of the rampant inflation that the country 
has witnessed after 1973-74. This has 
already been taken into account to some 
extent in the raising on the exemption 
limit for income (ax, but similar libciali- 
sation has not been effected in regard to 
the other three measures of direct tax¬ 
ation. in fact, they have been made more 
rigorous with the passage ortime. If they 
are to be effectively enforced, the burden 
on administration will be stupendous, 
notwithstanding the lightened burden 
of income-tax. 

Rigours of Wealth Tax 

At current prices, even the lower middle 
classes with only modest real estate assets 
can attract wealth tax and estate duty, al¬ 
though the provision of taking a five-year 
average of the value of the estates prior to 
an assessment year for tabulating the net 
wealth or estate depresses the assessable 
value not inconsiderably. 

The Estimates Committee has re¬ 
commended that the exemption limit for 
wealth tax purposes should be raised to 
Rs 2.5 lakhs from Rs 1.5 lakhs to which 
it was increased from rupees one lakh last 
year. The exemption limit in the case of 
gifts tax. it has been suggested, should be 


increased to Rs 15,000 from Rs 5,000. The 
estate duty should be levied beyond Rs 

2.5 lakhs instead of Rs 50,000, thus put¬ 
ting it at par with wealth tax. 

The Committee points out that where¬ 
as the exemption limit for income-tax 
purposes has been stepped up from Rs 
3,600 in 1951-52 to Rs 15,000 last year, 
the exemption limit in the case of wealth 
tax currently is lower than what it was 
when this tax came to be levied in 1957. 

Reduced Ceilings 

Originally, this exemption limit was Rs 
2 lakhs in the case of an individual, Rs 
4 lakhs in the case of a Hindu Undivided 
Family and Rs. 6 lakhs in the case of a 
company. The limits for the first two 
categories of asscssees were halved in 
1964-65. The distinction between indivi¬ 
dual and Hindu Undivided Family was 
obliterated in 1977-78 and in both cases 
the exemption limit was fixed at Its 1 
lakh. Last year it was increased to Rs 

1.5 lakhs. The exemption limit for the 
purposes of estate duty, similarly, has 
been reduced; so also in the case of gifts 
tax. 

Another two very significant sugges¬ 
tions have been made by the committee 
in regard to wealth tax. First, in recog¬ 
nition of the rising cost of land and con¬ 
struction, it has been recommended that 
exemption limit under Section 5 (4) of 
Wealth Tax Act should be increased to 
Rs 1.5 lakhs from the present level 
of Rs 1 lakh. This section stipulated 
that a house or a part of a house be¬ 
longing to an assessce up to the value 
of Rs I lakh is not to be included in 
the net wealth for the purposes of ta¬ 
bulating wealth la* Second, the value 


of gold jewellery for wealth tax purpo¬ 
ses should be pegged in terms of the 
gold price on March 31, 1975. 

As regards gifts tax, the committee 
has recommended that exemption for 
gifts made to charitable institutions 
should not be confined to donations in 
cash only. Though the Central Board of 
Direct Taxes has clarified that this ex¬ 
emption covers all types of moveable 
and immoveable properties, the com¬ 
mittee feels that the situation should be 
made explicit in the Act itself. 

m-m MawMMHWHvtvtravwBsramrMMKvaMMNauKmmiMm 

Who Gains by 
Confrontation ? 

Addressing a public meeting in 
Calcutta oil February 16, the Prime 
Minister, Mrs Gandhi, said that she had 
not come to West Bengal to topple the 
Left Front Government or criticise 
it. But in her speech, she said did make 
some adverse comments on its perfor¬ 
mance. She declared that the law and 
order situation in West Bengal was 
"certainly worse than in the other 
States'* and that the Left Front Govern¬ 
ment had “neither any interest in work 
nor is it willing to help the country to 
march forward". The Chief Secretary 
of the West Bengal Government, Mr 
A. K. Sen, however, refuted the Prime 
Minister’s charge about law and order. 
Talking to reporters the next day, 
Mr Sen quoted statistics issued by 
the Government of India to prove that 
the number of ducoities, robb:ries, and 
attacks on trains in West Bengal were 
far fewer than in the other States. Mrs 
Gandhi perhaps was rather hasty in 
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''»Mng this kind of comparison* Had 
she merely said that the Left Front 
.Government had not taken effective 
steps to check crimes of various kinds, 
she would have been on stronger 
ground. By the way, why did not the 
Chief Secretary refer to bank dacoities? 
In this respect. West Bengal seems to 
be leading other States. In fact, on the 
day when Mr. Sen was speaking to 
reporters, another bank dacoity took 
place in Calcutta, in which a sum of Rs 
1.5 lakhs was looted. 

Mrs. Gandhi regretted that the 
Left Front Government was not co¬ 
operating with the Centre and that the 
former had adopted an attitude of 
, confrontation. She said that “the State 
Government is out to pick up a quarrel 
with the Centre without any rhyme or 
reason”. It is indeed unfortunate that 
such a situation has been allowed to 
prevail during the last five >ears. Both 
the Centre and the State Government 
should be held responsible for thei»- 
strained relations. There have been 
many instances where New Delhi has 
delayed decisions on issues which are 
of vital importance to the economic 
development of the State as, for instance, 
in regard to the setting up of new 


R. J. Venkateswaran writes 
from Calcutta 


industries with growth prospects like 
petro-chemicals, electronics and so on. 
But it is worth recalling that even during 
the days of Mr Siddartha Shankar 
Ray’s regime, the State Government 
had to experience delay and many 
difficulties in dealing with the Centre. 
The Left Front however should have 
proceeded with some tact in conducting 
its relations with the Centre. While 
standing firm on the rights and privileges 
to which it is entitled under the Consti¬ 
tution, the State Government should 
have refrained from fighting the Centre 
openly on issues with which the former 
is not directly concerned. Why, for 
instance, did the West Bengal Govern¬ 
ment go out of its way to release a 
white paper on the IMF loan, in which 
it accused the Centre of lowering 
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the country^ prestige and sacrificing 
its sovereignty? The State Govern¬ 
ment’s action in supporting politically 
motivated bandhs has not only irritated 
the Centre but has also alienated the 
sympathies of large sections of public 
opinion which otherwise are well 
disposed to the Left Front. 

It is the people of the West Bengal 
who had suffered most as a result of 
this confrontation. The State’s immense 
potential for development remains un¬ 
exploited while a large number of the 
industrial units have become sick. Even 
under the constraints imposed by the 
Constitution, the Left Front Government 
could have done a great deal to create 
more employment, revive the sick units, 
and encourage productive activity of 
various kinds. The proceedings of the 
meeting of the Export-Import Advisory 
Committee (eastern zone), held in Cal¬ 
cutta on February II, disclosed some dis¬ 
turbing features of the economy of this 
region and of Wesl Bengal in particular. 

Import Licences 

Mr B. k. Biswas, Joint Chief 
Controller of Imports and Exports, re¬ 
vealed that the Bombay office of the 
JC1E issued on an average 700 import 
licences in a week, Madras 200, but Cal¬ 
cutta only 101. He said that in West 
Bengal there was “a complete lack of 
enterprise” even among young engineer¬ 
ing graduate and technocrats in spite of 
the offer of various concessions to set up 
small industrial units. Mr Biswas ad¬ 
ded that the West Bengal Government’s 
Directorate of Industries rarely kept 
contact with the export-import office in 
Calcutta while the Directorates in other 
States encouraged entrepreneurs to stait 
new ventures. 

Meanwhile, it has been decided not to 
finalise the annual Plan for 1982-83 in 
view of the forthcoming election to the 
Assembly. The State Government, how¬ 
ever, has told the Planning Commission 
that the Plan’s outiay should be not less 
than Rs 758 crores. But is the size of 
the Plan of much relevance to the State’s 
development when the availability of 
power continues to be erratic and un¬ 
certain; and it was about five years ago 
when the Left Front assumed office? 

519 


Engineering Goods 
for Neighbours 

A: tiujogii India’s engineering industries 
have made considerable progress in ex¬ 
porting their products to the various 
countries of the world, the markets at 
out doorstop have not hitherto received 
adequate attention. The Engineering 
Export Promotion Council therefore has : 
done well in taking the initiative for tap* 
ping the markets in Bangladesh, Burma, 
Pakistan, Afghanistan, Nepal, and Srf 
Lanka. Export targets have been laid;: 
down not only lor the next few years,; 
but even for a longer period. For exam¬ 
ple, the export to Bangladeshis envisaged 
to increase from Fs 35 crores in 1981-82 
to Rs 55 crorcs in 1984-85 and to Rs 175 
crorcs in 1989-90 and to Pakistan from 
Rs 12.50 crores to Rs 30 crorcS and Rs 50 
crores in these years, respectively. 

The target for Pakistan is much smaller, 
as compared to that for Bangladesh pro* , 
bably due to the fact that the former ha*, 
already got a fairly well developed engi¬ 
neering industry. Pakistan has set up a 
heavy mechanical complex for the produce 
tion of complete plants for sugar, cement 
and chemicals, and also units for the 
manufacture of heavy castings, forgings/ 
iron and steel, aluminium, and machine 
tools. Some of these plants have been ' 
erected with technical and financial assis* 
tance from China. It is estimated that, 
Pakistan has about 8200 engineering' 
units of which nearly 1700 are in the' 
small and the medium sector. Moreover, 
the Government of Pakistan is reported : 
to have expressed its concern to NeW; 
Delhi that if India is allowed to export 
its engineering goods liberally it would/ 
hurt the indigenous industries. The! 
Engineering Export Promotion Council" 
therefore is preceding cautiously in deal-, 
ing with Pakistan. But caution should, 
not be overdone. The Pakistan market 
should be studied in djpth to find out 
what products it has been importing from; 
various countries and how far India cat}?; 
succeed in supplying such goods. 

Bangladesh has been. importing subs¬ 
tantial quantities of engineering products, 
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including metal manufactures, electrical 
and non-electrical machinery, telecom¬ 
munication equipment, railway vehicles, 
$nd road motor vehicles. The value of 
machinery and transport equipment im¬ 
ported into Bangladesh from all sources 
increased from SI 18.80 million in 1977 
to $245.26 million in 1978. Dacca has 
been receiving assistance in various 
forms from the IDA, IBRD, UNDP and 
other sources for implementing indus¬ 
trial and agricultural projects. 

The Engineering Export Promotion 
Council therefore has decided to give spe¬ 
cial attention to stepping up exports to 
Bangladesh by exchanging delegations, 
organising exhibitions, and encouraging 
joint ventures and turnkey projects. 

For Burma the export target has been 
fixed at Rs 26 crores for 1984-85 compa¬ 
red to Rs 15 crores for 1981-82. By 
1989-90 these exports are envisaged to 
reach Rs 50 crores. The items identified 
for export to this country include rice 
mill machinery, sugar and cement machi¬ 
nery, wire ropes, diesel engines, irriga¬ 
tion pipes, and finishing machinery. 

Reaching Targets 

Having fixed export targets for these 
and other neighbouring markets, the 
Council should take effective and appro¬ 
priate action to ensure that they arc rea¬ 
ched and, if possible, even exceeded. 
There is'no doubt that the demand for 
various types of engineering goods will 
show a steady and spectacular increase 
but how far are the industries in India 
fully equipped to meet the specific require¬ 
ments of these countries at competitive 
prices ? The fact that our engineering 
goods have successfully penetrated into 
the distant and difficult markets of 
Europe and America should encourage 
confidence among cxporleis. Even so, it 
is essential to undertake intensi\c studies 
of these markets and watch carefully 
the activities of our competitors. Parti¬ 
cular attention needs to be given to 
the maintenance of the quality of our 
goods. 

Some of the above export targets may 
need revision in due course in view of the 
economx developments that may take 
place in these countries in the coining 
years. It is likely that Indian goods may 


also face greater competition from ad¬ 
vanced countries like Japan, West Ger¬ 
many and the USA. But whatever may 
be the targets, the Council has a respon¬ 
sibility to see that our exporters take a 
keen and continuous interest in these 
markets. The Government of India also 
should give greater attention to the prob¬ 
lems faced by the engineering industries 
and enable them to make better use of 
their capacity, implement schemes of 
modernisation, reduce their costs of 
production, and improve the quality. 

Jute: Another Sick 
Industry 

Tut: stailmfnt by the Chairman 
of the Indian Jute Mills Association 
(1JMA), Mr. G. Sivararaan, at a press 
conference in Calcutta on February 12, 
that jute mills were estimated to 
incur a loss of about Rs. 120 crores in 
the current financial year shows to what 
extent the affairs of this major industry 
have been allowed to drift. He said 
that New Delhi now had “a great 
measure of understanding of the jute 
industry’s plight”. But New Delhi itself 
has contributed in no small measure to 
the present position of the industry. Mr. 
Sivaraman suggested that in view of the 
deepening financial crisis, the industry 
should be considered as sick. He made 
a series of specific suggestions to enable 
the mills to revive and prosper. Will 
the Government of India take prompt 
action on these proposals or set up 
another task force to look into them? 

The Government took nearly one 
year to come to the conclusion that a 
jure board is not necessary. But those 
who were familiar with the ways of 
Udyog Bhavan had warned long ago 
that even if such a board was set up it 
would not be of much benefit to the 
industry. The Government has now 
decided that, instead of the jute board, 
a committee of the secretaries of the 
Union Ministries would ensure the 
necessary coordination. However, past 
experience shows that the economic 


Ministries seldom ifP 

another on major issues relating to the 
jute industry. There have been far too 
many occasions when ministerial diffe¬ 
rences held up for months urgent decisions 
regarding the reduction or removal of 
export duty, import and export of raw 
jute, fiscal incentives for export pro¬ 
motion, and so on. Therefore, it would 
seem unrealistic to expect that the 
committee of secretaries would function 
in such a way as to enable tho Govern¬ 
ment to take the right decision at the 
right time. 

Mr. Sivaraman suggested that the 
cash assistance should be raised sub¬ 
stantially for all categories of jute 
goods to make the prices competitive. 
The rate for carpet backing is to be raised 
from 7.5 to 20 per cent for cotton bagging 
from 12.5 per cent to 20 per cent and 
for hessian, sacking and yarn from 
7.5 per cent to 15 percent. There is 
certainly a case for stepping up the 
assistance especially in the context of 
(he excessive shipping freight rates. If 
New Delhi is not willing to raise the 
rates of cash assistance to the level 
suggested by the IJMA, it should 
examine in what other ways the industry 
can be helped to promote its exports. 

Export Promotion Fund 

The IJMA has proposed that an 
export promotion fund should be 
constituted and that it should be pro¬ 
vided with Rs 5 crores a month for 
the next 12 months. This is considered 
necessary to enable the industry to 
launch “aggressive” export promotion 
efforts. What exactly does this mean? 
What are the elements of an “aggressive” 
export strategy and how does the 
industry propose to utilise this money? 
The availability of financial resources 
by itself will not be of much use unless 
the industry draws up export promotion 
plans realistically after a thorough study 
of the market potentials in various 
countries. 

It will also be worthwhile to examine 
to what extent Dacca will be prepared 
to cooperate with India in making joint 
efforts to meet the challenge from 
synthetics. The Economic Times , in 
an editorial in its issue of February 
13, remarked that at the recent meeting 
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l&ispiccs of ESCAP, the Bangladesh 
representatives, “to the pleasant surprise 
of the delegations from other countries, 
took a positive stand on regional co¬ 
operation in the commodity”. But 
too much significance should not be 
attached to this gesture of Dacca. 
There is no clear and definite indication 
yet on the part of Bangladesh of the 
realisation that it is in the best interests 
of itself and India to replace com¬ 
petition by cooperation so that both 
countries can benefit. 

Among the various suggestions made 
by the JJMA Chairman to revive the 
jute industry, the more important are 
the need to provide liberal bank credit 
at concessional interest rates, reduction 
in excise duty, removal of the concept 
of minimum export price, ban on the 
import of high density polyethelene, and 
minimum purchase of 70,000 bales of 
B. Twills by the Government for the 
next six months. The Government 
should consider how far it can concede 
these demands and what specific measures 
the industry itself will adopt to vSet its 
house in order. The time has come for 
the Government and the industry to 
work together in close cooperation with 
each other so that sickness can be 
effectively checked and the mills can 
look forward to the future with 
confidence. 


Soft and Hard Wares 
of Computers 


Madras \vn nlssed hectic activity 
in January through three large semi¬ 
nars held almost simultaneously. There 
was an international seminar on mo¬ 
dernisation of concrete technology; there 
was the Nineteenth Indian Standard 
Convention. Then the Seventeenth An¬ 
nual Convention of the Computer Socie¬ 
ty of India was also held in Madras. 
A factor common to these was the large 
number of delegates. In contrast to past 
experiences, in these seminars, most of 
these sat through the verious sessions and 


participate in the discus- 
sions. Of course for such large turnout 
understandably there was not much pro¬ 
vision for such participation. 

The CSI convention had over 1500 
delegates. It was difficult to get a suit¬ 
able place for holding such a large audi¬ 
ence. The resourceful Taj Coromandel 
constructed a vast pandal with casurina 
poles and coconut palm leaves over the 
open terrace of its convention halls. It 
was an interesting contrast typical of the 
Indian milieu. The advances and pro¬ 
blems of a sophisticated branch of tech¬ 
nology were discussed in a primitive audi- 
torism! There was another interesting 
contrast: the dozens of sophisticated com¬ 
puter systems were accommodated in one 
complete floor of the five star hotel in 
air-conditioned comfort and the men 
behind there were stuffed into a large 


S* Viswanathan writes 
from Madras 


tempoiary auditorium which could not 
even be provided adequately with fans! 

Of course the four-day convention on 
which a few lakhs of rupees weie spent 
(estimated around Rs. 10 lakhs) pro¬ 
vided for inter-action between Govern¬ 
ment educational institutions, industry 
and computer users. Over 25 leading 
computer professionals in the country 
delivered lectures on modern develop¬ 
ments in the computer industry. The 
topics included use of Indian languages 
for computers, computers in Government, 
very large scale integrated circuit techno¬ 
logy and electronic mail, office automa¬ 
tion software development for micropro¬ 
cessor based systems being built in the 

cointry.26 manufacturers from 

India and abroad exhibited their latest 
products. There was also a dynamic de¬ 
monstration in which a terminal at Mad¬ 
ras was linked to a computer in Delhi 
via the satellite; there was another in 
which a computet was linked through 
coaxial cables to Hyderabad. 

There was also an attempt to bring in 
a measure of relevance of this highly so¬ 
phisticated subject to the masses: for the 
first time the CSF convention had ses- 


Sions introducing computers to house¬ 
wives, industrial workers and school 
children. The popular Tamil writer Su* 
jatha, who is a R & D scientist at the 
Bharat Electronics, explained sophisti¬ 
cated computer technology to workers 
and children in Tamil. 

Earlier the Computer Society also 
organised for three days the ED.INFO ,j 
82 to provide an opportunity for the | 
teacher, researcher, administrator, manu¬ 
facturer and the user to discuss issued < 
arising out of phenomenal growth 
informatics and its impact on the teach- 
ing of other subjects. ; | 

i 'fr*, 

Manpower Shortage 

The theme of the convention was com- 
pulcr manpower development. In his iit-'J 
troductory address. President of the CSfjj' 
Prof P.V.S. Rao of the Tata Institute off 
Fundamental Research referred to thb ‘ 
serious problem of shortage of trained 
man power. “—there is today a de¬ 
mand for highly trained computer sciea-: 
tists, engineers, programmers, mainten-7 
ance personnel, computer operators andv 
soon.' The number of specialists te-j 
quired is far larger than we arc able tbv 
train today. .. The situation regarding the ] 
computer manpower shortage in the j 
country is serious, in fact, it is so serious 
that it vvill be the one single factor that 
Will limit and constrain our plan for com¬ 
puter research development, production 
and utilisation,” said Prof. Rao. Here-.' 
ferred to the substandard courses offered 
by a number of private training organiza- : 
tions: . . .the only aspects that are high 
class about such courses are the fees ! 
which are charged and the certificated 
which are given out,” complained j- 
Rao. The CSI President referred to 
CSI National Standard Test for Program*:^ 
ming Skills (NSTPS) and suggested t 
this test be used as a minimum require-;! 
merit for employment as a programmer* ^ 
The Secretary to the Depertcment of 
Electronics, Dr. P. P. Gupta who inaUr 
gurated the convention, also referred to 
the mushroom growth of institutions of- v 
fering courses in computer systems*; ' 
These agencies performed the roles qf 
teaching as well as certification. Dr. Guji- : 
ta said that the NSTPS was evolved to 
meet the need for a respected, nation- 
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; wide standard test, &ut be expressed 
him disappointment that even in the fourth 
year, only 8 persons out of the 300 candi- 
; dates that appeared for this test, in 17 
e^ntres were declared competent. He 
felt that the Computer Society can pre¬ 
pare a specific action plan which would 
lead to considerable growth in numbers 
and in quality of competent computer 
specialists. “The bastions of enterprise 
and initiative, the charging knights who 
tilt at the windmills of bureaucracy ever 
SO often, why don’t they show their met¬ 
tle in this?” asked Dr. Gupta. 

Brain Drain 

There was reference to brain drain. 
Prof Rao referred to this as a very major 
problem and said: . . a good propor¬ 

tion of trained computer professionals 
from India go abroad, supposedly for 
.higher training, eventually to return back 
home. However, in fact, only a small 
fraction return. This migration permits 
the developed countries to skim the choi¬ 
cest cream of the Indian educational 
system (a handpicked choice of the top 
0.1 per cent or so) essentially free of cost. 
The small part of earnings that these en¬ 
gineers might repatriate out of their host 
country will be much less than their pro¬ 
ductivity value.” 

, In his keynote address Mr. F. C. Kohli 
Of the Tata Consultancy Service refer¬ 
red to the very large shortages predicted 
In several developed countries in such 
$pecialised manpower. He referred to an 
estimated opening of 547,000 for computer 
people in the United States during 1978- 
90 against which the United States edu¬ 
cational system was estimated to turn 
out only 157,000. There will thus be a 
shortage of 400,000 and most of the 
good people particularly from the Eng¬ 
lish-speaking world would be attracted to 
fill in the shortage. “There is going to 
fee leakage whether we like it oi nut. " 
said Mr, Kohli. On the same subject the 
Director*of Tata Burroughs, Mr. Kanu 
Popat, mentioned in a subsequent press 
conference that his company was losing 
one trained computer specialist every 
week and it was difficult to get a large 
number of people (rained. 

Prof Rao referred to (he options to 
survive under this severe state of brain 


drain. **Ont could arrive at arrange¬ 
ments with Indian experts abroad so that 
they could provide technical inputs with¬ 
out their coming here, organise short 
lectures and discussion tours, and visits 
by them providing for one or two year 
contract appointments with suitable In¬ 
dian employers.” He also men¬ 

tioned that incentives could be offered to 
these to come back and settle down 
either with suitable employers or as tech¬ 
nocrat entrepreneurs. He felt notwith¬ 
standing all these, the brain diain cons¬ 
titutes a major flow of wealth from the 
underdeveloped to the developed coun¬ 
tries in the form of human resources and 
felt there was need for negotiations bet¬ 
ween the developing and the industrially 
advanced nations to find a satisfactory 
solution to this very severe problem. 

The number of computers of various 
sizes installed today is over 2000. DOE 
Secretary Gupta mentioned that in the 
last live years alone some 700 computers 
were imported. He also referred to the 
policy on mini-micro computer produc¬ 
tion announced in 1978 under which ove: 
80 approvals have been given and about 
Rs 50 crorcs of production is taking 
place today. 


Free Imports 

The liberalisation of imports has re¬ 
sulted in as wide a variety of computing 
equipment available in the country as 
is found elsewhere. 

Several delegates to the convention 
urged on the need to further relax the 
rigours of imports and licensing produc¬ 
tion. In a press conference TBL’s Kanu 
Popat said that instead of indiscriminate 
imports handled largely through agents 
(over 80 per cent of imports are handled 
by these) the Government could 
encourage the manufacture of systems by 
wellknown companies through collabora¬ 
tion arrangements. The TBL unit setup 
at the Santa Cruz Electronic Expert 
Processing Zone is a 100 per cent export 
unit which is currently earning 
around $ 8 million per year. He said it 
planned to expand this to $ 30 million 
(about Rs. 25 crorcs) in the next five 
years. 

One was however - disappointed that 


bulk < 

systems displayed attht fair qbncentrated 
on data processing, information storage 
and retrieval and communications. The 
more relevant and certainly more vital sys¬ 
tems on design, production planning, pro¬ 
duction control and a variety of such 
special systems were significantly absent. 
Dr. Gupta deplored his culture of pro¬ 
grammable printing machines: I don't de¬ 
ny that we need to print labels, bills, pay 
bills and invoices. But let us not act as if 
this activity is the beginning and end of 
all computing”, cautioned Dr. Gupta. 


R & I) Facilities in 
Leather Industry 


By f-nd January and early February there 
was the customary focus on leather. 
The annual leather fair was organised 
at the campus of the Central Leather 
Research Institute; there was the tanners’ 
get-together and a leather salon was 
also organised. The Central Leather 
Research Institute, the Leather Export 
Promotion Council and a number of 
representatives from the leather industry 
actively participated in them. There was 
some relief over the pick-up in leather 
exports and there was optimism that 
the coming year will witness a much 
better volume of leather exports. 

The active participation by the Tamil 
Nadu Minister for Rural Industries, Mr 
K.A. Krishnaswami in these events also 
helped crystallise the State’s policy. He 
announced the plan of the Tamil Nadu 
Government to setup a nucleus leather 
complex at Dindigul. This integrated 
complex will deal with a wide range of 
activities including procurement of raw 
hides, setting up a service centre, a raw 
material bank and a common affluent 
treatment plant. A separate State Leather 
Corporation will be formed. Thh will 
set up service centres to assist the large 
number of private tanneries. There are 
some 550 registered tanneries in the 
State. The Minister also said that the 
State Corporation would assist small 
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leather goods and footwear. 

The State was naturally worried over 
the reported move of the Centre to restrict 
the issue of further licences for leather 
finishing to those centres where raw 
material is easily available. This is bound 
to effect Tamil Nadu which has built 
in enormous capacities for tanning lea¬ 
ther, but which depends for supplies 
of hides and skins to the extent of 85 
per cent from outside the State. 

Spectacular Growth 

There has been a spectacular growth 
in the exports of leather and leather 
manufactures in the Seventies. Tho 
value of exports of these (excluding 
footwear) was just Rs 72.2 crores in 
1970-71. In 1979-80 the total value of 
exports shot up to Rs 524.9 crores which 
was an all-time record. Unfortunately 
however, a severe recession in major 
buying countries and stiff competition 
contributed to a steep decline in exports 
to Rs 330 crores in 1980-81. Understan¬ 
dably this has very much depressed the 
enthusiasm of exporters, several of whom 
struggle hard to survive in business. 

A major policy change brought about 
since the mid-Seventies related to the 
slowing down of exports of raw hides 
and skins. Apart from placing severe 
restrictions on this, liberal incentives and 
facilities were provided to enable ex¬ 
porters to set up facilities for finishing 
leather and also to make products. 
Though the progress has been slow, yet 
it was impressive. In spite of a decline 
in the total volume of leather exports 
in 1980-81, export of leather manu¬ 
factures increased by nearly 25 per 
cent to Rs 85.9 crores. Understandably, 
traditional exporters of leather who had 
thrived on expoits of raw hides and 
skins or with little finishing, complained 
bitterly. Many of them still struggle to 
readjust to the new norms and to moder¬ 
nise their facilities which alone can help 
them survive in business. Of course if 
they did do this, there will be the prospect 
of getting a much higher value for ex¬ 
ports. 

The performance during the current 
year appears to be far better than in 
the previous year. In the period of April 


1981 exports at Rs 173.2 
crores marked a jump of nearly 30 per 
cent over those in the corresponding 
period of last year. 

There was conflicting view point at 
their different forums on the future of 
the industry. The Madras Press Club 
organised a meeting with some of the 
leading representatives of the different 
sectors of the leather industry from the 
small and large organised sectors and 
from the manufacturers of auxiliaries 
and chemicals, machinery and importers. 
Though there was cautious optimism 
about the pick up in leather exports 
there was the usual complaint about 
Government policy not being very helpful 
to sustain exports at high levels. A lea¬ 
ding leather exporter Mr Ahmed Ali Par- 
pia was not too optimistic: He said the 
present rate of availability of hides and 
skins out of the cattle, goat and sheep 
population is about 840 million $q. ft, 
which worked out to an availability of 
1.25 sq.ft per capita. He said that against 
the unrelenting increase in the human 
population, there is a trend of decline 
in the population of sheep which would 
reduce the per capital availability to 
around 0.75 sq.ft at the end of this 
century. “If every Indian were to buy 
a pair of shoes there just will not be 
enough leather available in the country,” 
he warned. 

Familiar Complaint 

There were the familiar complaints 
against the ban on slaughter of cattle; 
that the dependence on fallen animals 
contributed to the poor quality of the 
hides and skins of cattle. Another leading 
leather exporter, Mr C.K. Dwraivelan 
said that the wastage inherent is at an 
alarming third of the total hides and 
skins that should be available. Mr Parpia 
said that there may be a mild legislative 
compulsion on the model of China to 
hand over the hide of dead cattle to 
authorised agencies. 

Several representatives of industries 
complained bitterly about the high cost 
of chemicals and auxiliaries as also their 
quality being inconsistent and often poor. 
Representatives of some of the leading 
multinationals pointed to the high cost 
of raw materials, their poor quality and 


also a high element of excise duty whictij 
contributed to this. Scientist Dr P.S 
Vcnkatachalam from the CLRI also refer*! 
red to the high cost of several of the} 
indigenous chemicals, (‘‘imported phono! 
costs Rs 6 whereas indigenous variety 
costs Rs 18 per kg”); He suggested tnon 
ners to set up small laboratories 
their own to check the quality of jttVfi 
materials. 

Improving Standards 

I, however, felt that the leather matij|| 
facturers can take the cue from si' 
hosiery manufacturers of Tirupur 
were keen to improve the standard 
their end products and sought the aft 
tance of the Indian Standards Institute 
ISI, apart from helping them set 
testing facilities, also advised them 
concentrate on procuring good quail 
yarn. This led to the hosiery marntfS 
turers demanding that the mills mpp 
ISI certified yarn. All the cooperate 
spinning mills in the State quickly adoptsj 
the ISI standards; the several leads) 
mills in the private sector which 
claiming a higher standard than tiji 
Indian Standards were also ultimate^ 
forced to opt for IS certification mark!; 

I commend to the tanners that a' 
their preoccupation with reaching taq 
for exports for the yeir ending Mar^j 
is over, they could insist on supplies 
some of the basic chemicals like si 
phuric acid to be made according 
Indian Standards. After all it may 
be practicable for them to afford elaborl'H 
testing facilities each on their 
Instead, they can insist on supply 1 
many of common chemicals and au: 
liaries to be supplied according to Ii 
Standards. 

The leather business has been a busir ^ 
of high turnover. Yet there has 
little effort on the part of the ind’ 
to expend on research and develops 
and on facilities for modernisation, 
this they prefer to continue to be priia$ij 
tivc in their approach. For an indusi 
having a turnover in the region of arotttfi 
Rs 500 crores, it should certainly 
possible to set apart 1 per cent or 
0.5 per cent for creating the nucleus 
an independent research and developiMSntl] 
association. 
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Window on the World 

The Crash of Oil Prices 


Saudi Arabia, the self-proclaimed author 
of the world’s oil glut, is beginning to 
suffer from its own policies—and a 
deepening world depression as the Ame¬ 
rican economy falls out of bed. It may 
Soon be forced to shut up its $1.6 billion 
oil pipeline, which is only eight months 

old. 

Exports from the Red Sea port of 
Yanbu, the terminal of the pipeline, are 
reported to have dropped by up to 75 
per cent from 1.2 million barrels a day to 
a mere 300,000 b/d as demand weakens. 
The price of Saudi Arabian light crude 
oil slumped further this week in 
European spot markets. 

Weak demand has led at least two of 
the four American Aramco partners, 
Texaco and Socal, to reduce their offtake 
of Saudi oil by up to 700,000 b/d, or 
about 15 per cent of their entitlement. 
With Mobil and Exxon, they produce 
virtually all of Saudi Arabia’s oil. There 
are signs that Exxon may also reduce its 
exports. Customers of the state-owned 
oil concern Patromin have also been 
reducing their shipments from the Red 
Sea. These may cease altogether next 
month. The Saudis have tanks at Yanbu 
to store 11 million barrels of oil. Once 
those are filled they will have to cut the 
pipe line’s flow. 

The New Pipeline 

The 750-mile long pipeline was ope¬ 
ned last July with great fanfare. Until 
then all Saudi oil exports, which account 
for at least 40 per cent of total OPEC 
production, were shippped from the 
Gulf port of Ras Tanura. The Saudis 
built the pipeline with two aims: to 
diversify their exports from the poten¬ 
tially troublesome Gulf, and to cut 
transport costs, particularly for Medi¬ 
terranean customers. The oil is piped 
from the world's biggest oil Held, the 
Gawar in the east of Saudi Arabia. At 
Yanbu it is loaded into shuttle tankers, 
taken the 400 miles to the Sumcd pipe¬ 


line at Suez, and pumped through to 
Alexandria for loading into ships sail¬ 
ing to European ports. This route is 
2,340 milles shorter than hauling oil 
around the Arabian peninsula from the 
Gulf. 

The Saudis have been charging an 
additional 60-cent premium for this, 
above the official price of $34 a barrel 
for their Arabian light crude oil. The 
Aramco partners and Petromin's custo¬ 
mers think that premium is too much. 
The Saudis cut it back to 50 cents a bar¬ 
rel, but customers say the gains from 
loading oil in the Red Sea are still over- 
weighed by the depressed demand for 
oil. So oil exports via the Red Sea may 
have to be suspended. That has raised 
doubts about oil volume through the 
pipeline, which was to have reached 1.5 
m b/d in March, and its peak of 1.85 
m b/d later in 1982. 

Saudi Strategy 

The reduction in exports through the 
Red Sea is pari of the Saudi strategy of 
allowing its oil production to be deter¬ 
mined by “market forces” according to 
the country's Oil Minister, Sheik Ahmed 
Zaki Yamani. 

The Saudis have allowed a fall in pro¬ 
duction from their current official ceil¬ 
ing of 8.5m b/d to 7.5m b/d compared 
with their peak production last year of 
10.3m b/d. The decline is expected to 
continue, if necessary, even below the 
6.2m b/d said to be needed to finance the 
Saudi budget, but the Saudis are reluc¬ 
tant to announce an official policy on pro¬ 
duction yet. This reluctance has infuria¬ 
ted their OPEC partners who arc, through 
their own production cuts, carrying the 
burden of trying to keep up prices. Their 
protests arc growing louder as revenues 
fall and their budgets are going into 
deficit. Much of the rest of OPEC, 
through meetings and telephone calls is 
demanding an extraordinary OPEC 


gathering well before the next one sche¬ 
duled in May at Quito, Equador. 

The Saudis say they are still unwilling 
to meet early to discuss production and 
prices. They are content (and still rich 
enough) to let their OPEC partners squ¬ 
eal. The Saudis are determined to teach 
them the lesson that they refused to 
accept last year. The Saudis were then 
saying that the market dictated a redu¬ 
ction in OPEC prices, perhaps to as low 
as 528 a barrel. It took three meetings 
last year to “unify” OPEC prices, by 
cutting some prices and increasing the 
official Saudi price from $32 a barrel to 
$34. That agreement, reached in Octo¬ 
ber, is now hopelessly out of date. 

Iran’s Desperation 

The $34 a barrel price for Saudi light 
oil remains the official standard on which 
all other OPEC producers have their 
prices. But market prices are collaps¬ 
ing in world spot trading. They were 
down to $29.50 a barrel by mid-week. 
Some producers are scrambling to 
undercut each other. Iran, desperate for 
money to pay for its war with Iraq, has 
slashed its price twice in the past week, 
by a total of $2 a barrel, making Iranian 
oil the cheapest of its kind in OPEC. 
Other members of the cartel, like Algeria 
and Nigeria, have found that they can 
sell their oil only by giving discounts. 

This week’s figures on international 
money flows from the Bank for Inter¬ 
national Settlements show how OPEC 
countries had already, by last summer, 
sharply reduced their balances with wes¬ 
tern banks. OPEC’s withdrawals must 
have accelerated since then. 

The Saudis do not want to see OPEC 
collapse.Eventually, publicly or privately, 
they are likely to allow a faster fall 
in their production to help keep up pri¬ 
ces. If that fails to steady the market, 
which seems probable because of the 
depth of the recession, the Saudis will 
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^BSJKTto eiit tieif official price, perhaps 
to as low as $28 a barrel, 
v The danger for the Saudis is that it 
may be too late for them to adjust their 
official market price while keeping other 
OPEC members in line. The collapse of 
prices in the spot markets is going to 
lead to more and more unofficial reduc¬ 
tion of official prices. Only an OPEC 
meeting can change official prices, offi¬ 
cially. “Who will be first to offer a $5 
a barrel discount?” asks one oil market 
analyst, who believes that the widening 
gap between official OPEC prices and 
the market, now over 84 a barrel makes 
that sort of official discount quite likely. 

The slump in the spot market for 
crude oil has come after all the oil com¬ 
panies have suffered severe Josses on 
products refined from it. The biggest 
refiners are the seven major international 
oil companies. The bulk of their oil is 
bought from OPEC and non-OPEC pro¬ 
ducers at official price levels. British 
Petroleum estimates that oil companies 
are losing 83,50 for every barrel refined. 

Overflowing Tanks 

This is forcing companies to run down 
stocks rather than buy more oil. OPEC 
is hoping that a big fall in s tocks in the 
first quarter of this year will help the 
companies to start rebuilding stocks in 
the summer. That seems unlikely. The 
latest estimates from the International 
Energy Agency (1EA) suggest that the 
oil demand in OECD countries will fall 
again this year, perhaps by 3.5 per cent 
after falling by 6 per cent last year and 
8 per cent in 1980. And, despite a slight 
fall in stocks, tanks are brimming. About 
half the oil tankers chartered now arc 
for storing oil at sea. 

The future of oil companies looks grim. 
The 1EA still expects oil demand to fall 
almost 40 per cent in the next 18 years. 
The companies arc now asking their 
strategists where they can next cut their 
losses from marketing and refining oil 
and chemicals. As they look ahead to a 
contraction in their oil operations, they 
are considering which OPEC countries 
to abandon as long-term suppliers. 

The growth of non-OPEC' oilfields, 
closer to oil-consuming countries, is 


Foreign Investment in China 


Foreign investment in cooperative produet ion projects in China rose from 8300 
million in 1980 to more than $1.2 billion fast year according to Feng Tiemhun, a 
high official of China's Foreign Investment Commission . Most of the capital influx 
was concentrated in 127 small ventures, the. bulk of them in China's four special • 
economic zones along the coast near Hong Kong. But the total was also buoyed by ; 
a 8500 million commitment from French and Japanese companies to invest in » 
development of China's offshore oil. Cooperative project* generally involve the 
provision of capital and technology by the overseas investor while the Chinese sup - ; 
ply land , labour and factory premises. Profits are split in an agreed ratio. 

Unlike the co-operative projects which minimize risk, jointly owned ventures : ,!■ 
between China andforeign in ves tors fell off last year from 8 1 77 million to a minus - % - 
cule 820 million . The drop in joint ventures reflected both Peking's economic '/ ? 
retrenchment and wariness among foreign businessmen. Chinese officials predict, * 
however, that the pace of all types of foreign investment will pick up in 1982. A ; 
number of major projects, ranging from a huge open-pit coal mine in Shanxi V £ 
Province to the re-equipping of the Peking Automobile Co., currently are under 
discussion with potential foreign partners. In addition , estimates of the long - - 
term foreign capital likely to he invested in China's offshore oil range between a 
810 billion and 820 billion . v 

(Newsweek,February I, 1982) 

y 

the amount of money redistributed ha$ 
increased considerably over the past few; 
years. It bases its findings on dat& ; 
from the Federal Statistics Office. 

IW says that the proportion of these, 
cash transfers to available income rose 
from 20.5 per cent in I960 to 25.8 per 
cent last year. 

This year the proportion is likely to' 
reach 26.1 per cent. v 

The transfer of cash over the past 2Q, 
years has risen 30 per cent faster than ' 
total available incomes. 


helping these calculations. For the first 
time, non-OPEC countries (Mexico, 
Britain, Norway and others) are now 
supplying more of the free world’s oil 
imports than OPEC. Once production 
has fallen to 20m b/d (down from its 
peak of 31m b/d in 1979) about 44 per 
cent of non-communist countries' dema¬ 
nd. Non-OPEC producersare supplying 
about 23m b/d. half of what the free 
world needs. 

Source : The Economist 


German Handouts 
Getting Bigger 


Every private household in the Federal 
Republic of Germany will next year get 
on average more than DM10,000 from 
the Government. 

Most, 85 per cent, is in pensions, stu¬ 
dent grants, unemplojment benefits and 
health insurance payments. The equiva¬ 
lent figure in 1961 was DM2,151 and in 
1970 DM3,974. 

According to the Cologne-based Ins¬ 
titute for the German Economy (IW) 


The study says this is not good for 1 
an economic system’ which is based on 
performance and individual responsibley 
bili ty. 

But in terms of the economy as i 
whole, this development also has it# 
positive side: the past has shown thtik'l 
the transfer of income has helped 
cushion economic setbacks because it i#/ 
anti-cyclical. . 

In times of recession, there was ad 
above average rise in transfeis and vic^l,: 
versa. Jn the recession year *967, pqriri 
sions, social welfare payments, stud*h$fvf 
subsidies, etc. rose a record rate of foiir 
times as much as available incomes. 

The positive effect of this anti-cyclical ! 
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lend is to stabilise the available income 
hence private consumption, the re- 
art says. 

A growing transfer quota means that 
increasing amount of state money is 
^distributed according to social need.. 

It can therefore be assumed that there 
||ias been a levelling otf of incomes in 
>he past few years. 




This cannot be judged exactly because 
||here is no way of establishing who ulti- 
tely benefited from the redistributed 
ncome. In reality, there is no dear 
iffereqtiation between payers and reci¬ 
pients. 

(Die Welt, February 2, 1982,) 


energy Position in 
TSSR and Germany 

iJSSR’s natural gas production rose by 
0.6 per cent in 1981 to a record 465 bil- 
Ition cubic meters, surpassing the Govern- 
Ipent’s targeted output of 458 billion 
jjpttbic meters and edging the country clo- 
r to the production goal of 650 billion 
ibic meters annually by 1985, according 
official data. Oil output, on the other 
and, grew by only one percent in 1981 to 
mill'on tons and thus was marginally 
owthe targeted level of 610 million 
ms. As a result of the lower-than-ex- 
:ted production, the Government has 
formed its partners in the Council for 
jMutual Economic Assistance that Soviet 
pxports of oil to these countries would be 
produced by 10 per cent beginning in 1982. 
The volume of USSR energy exports to 
ithe industrial market economies is also 

P ‘ timated to have fallen by 10 per cent in 

m . 

Germany’s consumption of energy fell 
\y 5 per cent in 1981, according to pro¬ 
visional estimates of a energy-industry 
Working party, which notes that the dec¬ 
line was due primarily to the economic 
Slowdown and to improved efficiency in 
bhe use of energy sources. Total energy 
fuse amounted to 371 million tons of coal 
Sequivalent in 1981, compared with 390.2 
ImiHion tons in 1980 and a record 408 
Jmillion tons in 1979. It is estimated that 
oil consumption fell by 11 per cent dur¬ 



Airship of the Future 


An Ottawa-based high technology development firm has unveiled a new type 
oj airship that some say may revolutionize the air industry , 

The LTA (lighter-than-air) model was developed by Van Dusen Development 
Corporation. While airships are usually cigar-shaped , Van Dusen's design uses a 
rotating sphere. It is expected to lift up to 45 tons, travel at more than 50 knots 
an hour and operate at about one-tenth the cost of helicopters. 

Look ing like a giant balloon perched on the back of a manta ray. the airship 
glides through the air on the same aerodynamic principle that makes a golf ball fly 
through the air. 

The company has been testing a six-metre mode/ of the airship and Van Dusen's 
President Frederick Ferguson said the successful results are expected to lead to 
the manufacture of one of two possible full-size prototypes. 

A sphere with a diameter of 27 metres could be used by the military for example 
he said , for relatively silent observation purposes. 

A large 4 X-metre model would be capable of lifting up to 45 tons, said Mr. 
Ferguson. and could be u.sed to transport long or heavy equipment , lay pipeline or 
erect transmission towers: By comparison. the largest helicopter cun vertically 
lijt about 15 tons. 

The LTA was developed on the basis of an aerodynamic principle known as the 
“Magnus effect ", As the large sphere rotates on a horizontal axis, the pressure 
varies at the top and bottom of the sphere , causing lift. It is the same principle that 
causes a spinning golf half baseball or tennis ball to lift . the craft is powered by 
twin turbo-prop engines. 

Although the scale model still has many months of u hid tunnel testing to com¬ 
plete. Mr Ferguson said he /v confident of commercial production cfhis raft \uth- 
j in three-and-a-hatf \euts. 

K -----> 


ing the year, with its share in the Federal 
Republic's total fuel demand falling to 
44.5 per cent, from 47.6 per cent in 1980 
and 50.7 per cent in 1979. This outcome 
reflects the Government's efforts t o sub¬ 
stitute oil with other fuels to meet its 
goal of cutting oils share in total energy 
consumption to about 30 per cent by the 
mid-1990s. Measures to provide increas¬ 
ed use of coal in power generating stations 
helped increase coal's share of total 
energy consumption in the Federal Re¬ 
public to 21.2 per cent in 1981, com¬ 
pared with 19.8 per cent in 1980. Con¬ 
sumption of lignite, which is the Federal 
Republic’s second main domestic energy 
source, accounted for 10.8 per cent of 
total primary energy use, compared with 
10.0 per cent in 1980, while consumption 


of nuclear power rose to 4.6 per cent of 
the total, compared with 3.7 per cent in 
1980. Use of natural gas, whose role in 
electricity generation in the Federal Re¬ 
public has continued to decline, fell by 
about 7 per cent in 1981, with its share 
in total energy consumption declining to 
15.9 per cent, from 16.3 per cent in 1980. 
The reduction in oil consumption resulted 
in substantially lower imports of crude 
oil, which fell by 18.7 per cent in 1981 to 
79.6 million tons, the lowest level since 
1967. Germany’s major oil supplier in 
1981 continued to be Saudi Arabia, whose 
oil exports to the Federal Republic total¬ 
led 25.6 million tons, followed by the 
United Kingdom, with oil exports of 15.9 
million tons. OtbeF large oil suppliers in¬ 
cluded Libya (14.8 million tons), Algeria 
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^U rniflfiMii tons),'Nigeria (5.2 million 
tons), the United Arab Emirates (3.6 mil* 
lion tons), and Norway (2.8 million tons). 


Trade Deficit in 
Developed Countries 


The US trade deficit rose in 198! to 
$39.7 billion, from $36.4 billion in 1980, 
reflecting an increase in the value of im¬ 
ports that more than offset an advance in 
the value of exports, according to the 
Department of Commerce. Seasonally ad¬ 
justed imports, measured on a c.i.f. basis 
(including cost, insurance, and freight), 
grew by 6.4 per cent in value to $273.4 
billion in 1981, from $257.0 billion in 


198D. The value of seasonally adjusted 
exports, measured on an f.a s. (free along¬ 
side ship) basis at the US port of expor¬ 
tation, excluding military grants, increas¬ 
ed by 5.9 per cent in 1981 to $233 7 bil¬ 
lion, compared uith $220.6 billion in 1980. 

The increase in the US trade deficit oc¬ 
curred despite a reduction in the value of 
total improts of petroleum and petroleum 
products during 1981. The data show 
that these imports, measured on an f.a.s. 
basis, declined in value to $76.7 billion 
in 1981, from $78.6 billion in 1980. This 
improvement reflected a drop in the 
volume of petroleum imports, which fell 
to2.2bii!ion barrels in 1981, from 2.6 
billion barrels in 1980. 

Switzerland’s trade deficit fell to 7.27 
billion Swiss francs in 1981, from the re¬ 
cord of Sw F 11.25 billion in 1980, accor¬ 
ding to official data. The improvement 


reflected an 8.7 per cent rise in the value 
of exports, to Sw F 58.82 billion, that 
more than offset a 1.9 per cent increase 
in the value of imports, to Sw F 60.09 
billion. In terms of volume, Swiss exports 
rose by 1.3 per cent, while imports fell by 
about 4.8 per cent. According to the data* 
if trade in precious metals, precious stones* 
and art works is excluded, the advance in; 
the volume of exports amounted for 3.2 
per cent in 1981, while the decline inj 
the volume of imports was about 2 per^ 
cent. 

Germany’s current account deficit dec* 
lined substantially in 1981, to 17.5 billiott? 
deutsche mark, from DM 29.8 billion itji 
1980, according lo official data. This: 
improvement reflected a sharp increase 
in the Federal Republic’s trade surplus*, 
which grew to DM 27.9 billion in 198l'j- 
from DM 8.9 billion in 1980. 
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Point of View 
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Managerial Remuneration in the 

Corporate Sector 


Somwanshi S. A. 


The Government’s objective of encouraging professionalisation of 
* company management will be defeated by the reduction in their 
pay packets and will induce them to go abroad. A ratio suitable to 
Indian conditions, between higher and lower incomes, should be 
worked out and income tax rates should leave enough money in the 
hands of the managers to compensate for inflation. Above all, 

' to improve the Indian corporate sector, the managerial remuneration 
In the Eighties should be based on 'pay for performance’ strategy. 
The author is Reader, Department of Commerce, Marathawada 
University, Aurangabad. 


Jawaharial Nuiru had assured Parlia¬ 
ment that the intention of the Govern¬ 
ment was not to “level down the stan¬ 
dard of living of the people but to 
Wvel it up”. 1 Contrary to this, the guide¬ 
lines issued by the Centre in November, 
1978 fixing statutory ceiling on the re¬ 
muneration of whole-time directors, 
managing directors and top level mana- 
gers in private sector brought down the 
Uandards of this microscopic section. 
this article attempts to probe into the re¬ 
percussions of the Government’s decision 
pit the corporate sector in India and to 
moommend measures for attaining socio¬ 
economic objectives of public policy, on 
Phe the hand, and for securing the confi¬ 
dence of the community of managers, on 
die other. 

Section 198 of Companies Act provides 
maximum remuneration up to 11 per 
cent of net profits of which 5 per cent 
may be payable to wholetime directors 
(Section 409) subject to Government ap¬ 
proval (Section 637A A). The Government's 
action slashed maximum remuneration 
payable to be Rs 132,000 per annum, 
a$ against the previous ceiling of 
ks 223,000. 

The decision of cut in executives’pay 
and perks was said to be the net outcome 
of Janata Party’s election manifesto com¬ 
mitting itself to maintain the ratio of 1:10 
in respect of after-tax remuneration bet¬ 
ween the lowest and the highest incomes. 
Similarly, the guidelines are said to have 
stemmed from the recommendations of 
jSachar Committee (August, 1978) (on 
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Improvement in Companies Act, 1956 and 
Monopolies and Restrictive Trade Prac¬ 
tices Act, 1969) as well as from Bhoota- 
lingam Study Group (May, 1978) on 
Wages, Incomes and Prices Policy. The 
former advised managers “to accept 
gracefully what is inevitable”. It further 
pointed out that “India being a socialist 
country, managerial remuneration to exe¬ 
cutives in corporate sector is much more 
than the country can afford.” 2 However, 
it did not lay down any definite limit on 
such remuneration (probably, because 5 
of 11 members were industrialists and 
professionals) placed an onus of recom¬ 
mendations on Bhootalingam Study 
Group. (In fact, an equitable distribu¬ 
tion of income in its real sense was mis¬ 
sing from the terms of reference of the 
group) 3 . The latter pointedly observed.” 
The present system of unlimited remuner¬ 
ation makes management greedy and sets 
it against workers and society. In order 
to maximise its share, it starves workers 
through low wages and fleeces customers 
through high profits. Once this remune¬ 
ration is curbed and he finds that their 
fleecing do not profit him so much, his 
exploitative tendency will be reduced.” 4 

From the above it may be inferred 
that Government wished: (a) to reduce 
existing disparities in income and usher 
in an egalitarian society by curbing 
conspicuous consumption: and (b) to bring 
about some co-relation in managerial 
remuneration at a comparable level in 
Government, public and private sector. 
In order to ascertain the impact of the 

528 


guidelines on the Indian corporate sector, 
one should know the components of 
managerial remuneration. 

The managerial remuneration, consist¬ 
ing of broadly three components vis., 
salary, commission and perquisites, was 
cut by 41 per cent as given in Tabie I. 

The real question is whether the ob¬ 
jectives set by Government can be achie¬ 
ved or not! As far as reducing the 
disparities in income is concerned, it 
should be noted that disparities in in¬ 
comes in India exist mainly because lower 
employees are getting considerably low 
wages. This reminds one of what Abra¬ 
ham Lincon observed : “You cannot help 
the poor by destroying the rich” 5 It docs 
not mean that top managers should 
necessarily be paid more but be paid 
better since their job is result-oriented 
rather than time spent or efforts made. 

Levels of Goal 

In this context, Kleingartncr has rightly 
distinguished salaried professionals on the 
basis of two levels of goals. No. 1 goals 
pertain to short run job/work rewards 
like satisfactory salary, fringe benefiis, 
security, while No. 2 goals refer to long- 
run professional goals like autonomy, 
integrity, satisfaction and career develop¬ 
ment. The latter goals rarely become 
concrete objectives until the former goals 
are adequately meet.® 

An equitable distribution of income 
cannot be achieved by penalising only 
hard-working business executives leaving 
out others—traders/businessmen, self- 
employed professionals like doctors. 
Lawyers and other high income groups. 
The axe should not fall on top managers 
alone but on others too. 

There are other means to narrow the 
gap between higher and lower incomes 
and attain social justice through fiscal 
policy-tax system. Is not our economy 
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market! 

profiteering, corruption, monopoly prices 


However, employees of all sectors, 


and concentration of wealth? Any further 
delay in checking these evils will aggre* 
vate the situation beyond control. 

In regard to comparable level of re¬ 
muneration in Government, public and 
privates sectors, suffice it to say that the 
very comparison is unjust and erroneous. 
Parity in emoluments of executives in 
Government and private sector is not in 
existence even in other countries like 
Japan, the UK, the USA etc. H. Wilensky 
opines that professional values, however, 
conflict with bureaucratic value system on 
which most organisations are premised. 
The realities salaried professionals face 
in their work environment prevent them 
from achieving values that are important 
to them as professionals.’* 7 

In fact, for a Government servant, his 
job is not only a source of income but 
also position, privileges, status, prestige 
security and authority thus distinguishing 
him from employee in the private sector. 

In this respect, P. Bloach and S. 
Smith’s hypothesis is “risk-averse indi¬ 
viduals will have a great propensity to 
choose the less risky sector i.e., public 
sector as probability of becoming un¬ 
employed is considerably less'* 8 . This 
holds good more so in India. A public 
executive [once appointed will be conti¬ 
nued till retirement while an executive in 
the private sector will remain in service 
as long as financial results and returns to 
shareholders are satisfactory. 


all the times, demand more and more 
emoluments and parity in wage struc¬ 
ture. State Government employees cry 
for parity in dearness allowance with 
Central Government employees, while 
the latter insist parity in salary structure 
with their counterparts in public sector 
undertakings (within which again, the 
recent agitation of five public enterprises 
in Bangalore insisted wage parity with 
the BHEL). Employees of nationa¬ 
lised banks are pressing hard for parity 
in emoluments with RBI employees. 

Following are some of the expert 
opinions in this regard. Peter Drucker 
in the course of an interview at Delhi 
pointed out that it is too early for our 
country. 9 

The Bhootalingam Study Group (upon 
whose recommendation the Govern¬ 
ment’s decision was reportedly based) 
urged that salaries of top level execu¬ 
tives should conform to the spirit and 
framework of wages, incomes and prices 
policy for the country as a whole. But 
such integrated income policy is yet to 
emerge in India. The Group’s suggestion 
of setting up of a ‘National Pay Com¬ 
mission’ is a right step in this regard. 10 

In the words of Bagaram Tulpule, 
President of Girni Kamgar Sabha, “a 
ceiling on executive pay would exert the 
desired restraint on monetary aspira¬ 
tions of those in lower income brackets. 
The unorganised or non-unionised 
sector would be better reconciled to 


their rewards. Eventually there shout 
be ceiling on all assets, property, lau$ 
shares etc.*' 11 

The spokesmen of chambers ofcOH 
merce and industry question the yci 
idea of ceiling on pay packets. Accopj 
ing to them, the simple economic law Ja 
demand and supply should operate i 
fixing the executive remuneration depe&i 
ing on the worth of the executive to 1$ 
employer. 

In view of these conflicting argumehtl 
one would be convinced that the Goveri 
ment’s action would have far-rcachity 
repercussions on Indian corporal 
sector, " l '\ 

In fact, remuneration of a person:! 
the price of skills and scarcity valiji 
Top level managers in India are bqjj 
skilled and scarce. This fact should | 
kept in mind while judging the possitrli 
repercussions listed below. V 

Government action would result | 
migration of executives to overseas 
opportunities. There is a saying : “Scwj 
tch a Russian and you will find 
tartar' 4 ! 1 * Already brain-drain 1^ 
caused irreparable damage to the lnd« 
economy. 

Executives will leave companies arefl ; 
lo run their own business in order $ 
accumulate capital and wealth % 
happened in American economy. "Sort 
others will start consultancy althoug 
all of them will not possibly turn to $ 
successful consultants at such a la| 
stage (after 45 years or so) in their lit 


Table I 

Components of Mangerial Remuneration 



Components 

Prior to November 9, 1978 

After November 9, 

1978 

.. ^ 



Annual 

Annual 

Monthly 

J 

1 . 

Salary 

90,000 

60,000 

5000 


2. 

(including other allowances) 
Commission (including bonus) 

45,000 

12,000 

1000 

$ 

5j 

3. 

Perquisites 

(5% of salary) 

88,000 

(20% of salary or 1% of net profit) 
60,000 

5000 

H 

4 


Total 

223,000 

132,000 

11,000 
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|ln the rapidly changing Indian business 
|environTnent. 

Government’s very objective of en¬ 
couraging professionalisation of company 
^management would be defeated. For 
f’every business house—big or small—giving 
^executive positions to family members 
']h usual and this practice will get a 
^.further boost to stop outsiders from 
['getting into inner circle. 14 

Reduction in pay packets would dis¬ 
suade best talents in the country from 
'career of business managers and young 
jftyill go in for professions for lucrative 
^monetary gains. 

The guidelines would lead to breeding 
\ corruption, on one the hand and lack of 
^efficiency, quality, efforts, enterprise and 
jwork^onthc other. 

I. Thus, the Government decision will 
*have not only short-term but also long- 
fterm repercussions on industrial produc- 
jtivity, industrial relations, investment 


Monthly 


Tabu II 

Estimated Break-up of Maximum Permissible Perquisites 
(As per guidelines) 

SI Particulars Annual 

No (In Rupees) 

1. Provident Fund (10% of salary) 6000 

2. Pension superannuation (15% of salary) 9000 

3. Gratuity (J months salary for every completed year 

with maximum 20 years salary) 2500 

4. Medical benefits (one months salary) 5000 

5. House rent (30% of salary) 18000 

6. Leave Travel Concession 5000 

7. Free ear with chaffcur 24000 

8. Free residential telephone 4800 

9. Club membership fee 2400 

10. Personal Accident Insurance 1000 


(Stuti Lall —Economic Times, November 2 l ), 1978, P. 5) 


fete. In order to arrest this trend remc- 
1 dial measures should be taken without 
fany further delay. 
t 

\ Line of Action 

i 

) A line of action thus should be based 
|Onthe following recommendations. 

f There is an urgent need of comprehen¬ 
sive and coherent national incomes, 
♦ wages and prices policy encompassing 
fall professionals, traders, Government ofli- 
fcjals, employees of public and private 
! sectors and at all level of organisation. 

j A ratio, suitable to the Indian condi¬ 
tion, between higher and lower incomes 
?(may be 1 : 10) should be worked out 
*after tax deduction from the incomes, 
jin Italy “the income-tax rates so move 
Way year that leave in the hands of 
Wscssecs additional money as justified 
Ibythc rate of inflation”. 15 This practice 
jis worth emulating in India. 

Successful companies may allot cer¬ 
tain amount of shares to their managers 
j(as is the case with American managers) 
jat lower than market value. As a result 
jof this, anticipating the fear of dilution 
|of control of other major shareholders, 
managers may be allotted special pre¬ 
ference shares not carrying voting 
rights but equivalent rate of dividend 


to equity shares. 16 This will enable the 
managers to have personal stake in the 
results of the company. 

Another way of rewarding a executive 
in by minimising his tax burden which 
a liberal employer can do by making 
adjustments in the components of the 
executive remuneration. 

Any insistence on carving the pie into 
equal slices would shrink the size of 
pie. That fact poses the trade-off between 
economic equality and ecanomic effi¬ 
ciency. 17 Hence, emphasis should be on 
generating more wealth and not on 
distributing the existing one. 

There should be some relationship 
between levels of pay and company per¬ 
formance (of which measures are earn¬ 
ings per share, return on sales, 
growth in profits). This was very 
weak in Britain as revealed from a 
number of studies conducted by TPF & C 
using multiple regression analysis techni¬ 
ques. 11 * This system with appropriate 
modifications to suit Indian conditions 
will gradually reflect improved operating 
results. 

As such, thrust of styategy for mana¬ 
gerial remuneration in Eighties should be 
on ‘pay for performance* in order to 
improve the Indian corporate sector. 
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Use of Energy in Agriculture 

The author pleads that the energy policy of the nation be moulded 
In such a way that it is In a position to ease the process of integrated 
rural development. The share of agriculture in the net national 
product is 44 per cent, yet its share in total commercial energy 
consumption is only seven per cent. Its share in the total power 
consumption is 15 per cent. There is inordinate dependence on 
non-commercial sources of energy. According to the author, who 
is Lecturer in Commerce, 8. V. University, P.6.E. Centre, Kavali, 
successful development of the farming sector Involves reducing 
dependence on non-commercial energy and increasing the availability 
of commercial energy. 


Energy is the nucleus of all technical 
development and is one of the key vari¬ 
ables in economic development. In the 
last few years a large number of studies 
have been made of world energy resources 
and requirements, including several 
dealing with the agricultural sector. Al¬ 
though agriculture uses only a small 
share of the world’s total energy con¬ 
sumption, it is generally recognised that 
its needs are crucial, since the existing 
technologies for increasing production 
rely heavily on energy-intensive inputs. 
The studies of energy use in agriculture 
have been mainly confined to the deve¬ 
loped countries, since they are responsi¬ 
ble for a very large proportion of the 
total energy used in the world’s agricul¬ 
ture. 1 But it is in the developing coun¬ 
tries that the biggest increases in food 
and agricultural production are re¬ 
quired. 

India is still a rural country. Growing 
more food has been a key priority for 
three decades and John W. Mellor and 
others have recently argued for an agri¬ 
culturally-led employment-oriented stra¬ 
tegy of development for India. 8 It, thus, 
appears appropriate at this juncture to 
undertake an evaluation of India’s 
energy consumption patterns. An attempt 
is made in this article: 

(a) To examine the pattern of energy 
consumption; 

(b) To assess the agriculture’s share of 
commercial energy; and 

(c) To suggest an appropriate energy 
rationing policy. 

Energy resources may be classified as 
renewable or non-renewable. The latter 
include fossil fuels such as coal, oil and 
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natural gas, as well as nuclear fuels. 
Renewable energy resources include 
photosynthetic products such as fuelwood 
and agricultural waste, direct solar con¬ 
version, water and wind power, and geo¬ 
thermal energy. In this article energy 
sources are classified into commercial, 
and non-commercial. The former are 
those which either involve a technology 
of energy conversion or enter commercial 
channels. They include fossil fuels, nuc¬ 
lear fuel, geothermal energy, wind and 
water power, and the conversion of solar 
energy to mechanical or electrical energy, 
as well as forest products if converted to 
charcoal, and agricultural waste if used 
to produce gaseous fuels such as methane 
through a biological conversion process. 
The latter arc consumed directly as fuel. 


Dr B. Dasaradharami Reddy 

without being altered through the use of a k 
conversion technology and without being > 
formally marketed. These include fuel- 
wood, plant and animal residues and ' 
human and animal energy. Whereat A 
nearly all the energy consumed in 
developed countries comes from commer-. 
cial sources, in the developing countries 
a large part is non-commercial.* y 

The main sources of commercial 
energy in India are oil, coal and elec¬ 
tricity while the non-commercial energy 
sources comprise firewood, dry dung > 
and animal and vegetable wastes. Nuc- . 
Icar energy does not make a significant 
contribution to thenational energy pool at 
present. 4 Tabic I shows the consumption ’ 
pattern of commercial and non-commer¬ 
cial energy in selected years during the, 
period 1960-61 and 1976-77. 

Although the use of commercial energy : 
is expanding (41 per cent to 57 percent), 
non-commercial energy continue to con¬ 
tribute a substantial proportion (43 per 
per cent) of the total energy consumed 
in the country. In the rural sector, an 
even higher percentage of energy consump-' 


Table I 

Consumption Pattern of Energy in India 

(Million tonnes of coal replacement) 1 


Year 

Commercial 

Energy 

Non-Commercial 

Energy 

Total 

1960-61 

101.2 

145.5 

246.7 


(41.02) 

(58.98) 

(100.00) 

1965-66 

147.0 

159.6 

306.6 


(47.95) 

(52.05) 

(100.00) 

1970-71 

197.3 

172.2 

369.5 


(53.40) 

(46.00) 

(100.00) 

1973-74 

228.4 

190.0 

418.4 


(54.59) 

(45.41) 

(100.00) 

1976-77 

267.8 

200.0 

467.8 


(57.25) 

(42.75) 

(100.00) 


Source : 1. Basic Statistics on Indian Economy—Commerce Research Bureau 
(1980). 2. Report of the Working Group on Energy Policy (1979). 
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S tion is non-commercial^ as shown in 

Table II. 

Total energy consumption for agricul- 
f tural and domestic activities in rural 
|India is estimated to be about 873 trillion 
jfkilo-calories per year, of which about 
|753 trillion kilocalories, or 86 per cent, 

|is non-commercial. Among non-commer- 
| cial sources, the share of firewood and 
^charcoal is 61 per cent. The commercial 
S| energy sources which supply the remain¬ 
ing 14 per cent of rural India’s energy 
jp are coal in the form of soft coke, electri- 
^ city, and natural gas and oil (mainly 
I diesel oil and kerosene). By contrast, 

■! non-commercial energy comprises less 
; than one per cent of total energy con¬ 
sumed in the United States, where oil 
; and natural gas accounted for about 75 
\ per cent of total energy consumption, 
i Hence, non-commercial energy in rural 
j India is as important, proportionally, as 
fossil fuel energy is in the United 
States. 5 

Farm Consumption 

The recent history of the progress in 
j agricultural development may be describ- 
? td as raising yields per person and per 
I hectare by increasing the quantity and 
' efficiency of energy utilisation in agri- 
; culture. Whether agricultural devclop- 
: ment has occurred in countries with high 
[ (the United States) or low (Japan) land- 
, labour ratios, increases in yields have 
; required large increases in fuel energy 
inputs from fossil fuel sources such as 
| coal, oil and natural gas. Increasing 
t usage of irrigation, fertilisers, pesticides, 
I and mechanical energy requires comple- 
[ mentary increases in the use of fossil 
[ fuel energy. 6 Commercial energy will be 
f a determining factor in the development 
of agriculture in India. Tabic III shows 
s. the sector-wise consumption of commer- 
cial energy. 

£ The total commercial energy consump- 
: tion increased five-fold during the last 
twenty-five years. Between 1953-54 and 
: 1975-76, the annual growth rate in com- 
; mercial energy consumption was 6.78 
|i- per cent. The bulk of commercial 
, energy consumption is in the industry 
■I and transport sectors. The share of 
1 agriculture in commercial energy con- 
i sumption has increased rapidly, but it was 


Energy Consumption in Rural India 


Energy Sources 


Annual Amount 
(trillion Kilo¬ 
calories) 


Pwcentagis 
of total 

Non-Commercial 





Firewood and charcoal 


460 


52.7 

Dried dung 


186 


21.3 

Crop residues 


107 


12.3 

Total non-commercial 


753 


86.3 

Commercial 





Oil and natural gas 


85 


9.7 

Coal (soft coke) 


14 


1.6 

Electricity 


21 


2.4 

Total commercial 


120 


13.7 

Total Energy Consumption 


873 


100.0 

Source : Indian Journal of Agricultural Economics , Vol. XXXII, October-December 

1977, No. 4, P. 77. 






Table III 



Sectorwise Consumption of Commercial Energy 




(Million tonnes of coal replacement) 

Sector 

1953-54 

1960-61 1965-66 

1970-71 

1975-76 

Household 

12.7 

20.8 26.5 

35.5 

37.4 

Agriculture 

1.8 

3.6 6.3 

9.1 

18.1 

Industries 

22.4 

39.7 60.8 

76 3 

101.8 

Transport 

21.5 

34.2 49.7 

64.6 

85.5 

Others 

1.7 

2.9 3.7 

11.8 

9.9 

Total 

60.1 

101.2 147.0 

197.2 

252.7 


Source: Draft Sixth Five Year Plan (1978-83), Revised, P. 319. 


only seven per cent in 1975-76. With 
the estimated 80 million work animals 
and 44 million plough shares, animal 
power still provides the overwhelming 
share of draught energy in agriculture. 7 
The pattern of power consumption in 
the country shows that the industrial 
sector is the largest consumer of electri¬ 
city. Table IV shows the percentage 
share of power utilisation in India. 

Agricultural sector’s share in the total 
power consumption has increased from 
6 per cent in 1960-61 to 15 pei cent in 
1978-79. But its share is negligible 
compared to the share of industrial 
sector. Agricultural qpetor is treated as 
as priority sector for the supply of 
commercial energy. Facts show that it 
is a neglected sector with regard to the 


supply of commercial energy. The agri¬ 
cultural energy scene reveals an 
inordinate dependence on non-commer¬ 
cial sources of energy. Successful 
development of agriculture involves re¬ 
ducing the dependence on non-commer¬ 
cial energy and increasing the availability 
of commercial energy. Like people else¬ 
where, Indian farmers must come to rely 
less upon their brawn (and the strength 
of their beloved bullocks) and more upon 
machines that ease toil. As long as 
Indian farmers use little energy, they 
will remain poor. 

The energy problem is to be tackled 
both on the demand as well as the supply 
side of the equation. The supply of energy 
may be increased by the accelerated 
exploitation of domestic conventional 
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energy resources such as oil, coal, hydro 
and nuclear power; and by the exploi¬ 
tation of renewable sources of energy 
like energy forestry and bio-gas. The 
demand side may be managed mainly by 
energy conservation in the industrial, 
transport and domestic sectors. As 
long as supply of energy is equal to the 
demand for energy the economy faces 
no problem. If demand is greater than 
supply, the energy rationing is inevitable. 
Here, the basic problem is : what should 
be the criteria for allocating the avail¬ 
able energy among competing sectors? 
The simplistic approach is the supply of 
energy based on energy productivity. 

According to this approach priority is 
to be given to the sector where the energy 
productivity is high compared to the 
other sectors, ie. higher the energy 
productivity, higher the priority in the 
supply of energy. This approach is 
more growth-oriented rather than equity 
and welfare of the society. The socially 
desirable sectors may be neglected if 
this approach is adopted. The sector’s 
contribution to the national income and 
employment and the dependence of the 
weaker sections of the society on the 
sector may be the suitable, ideal and 
desirable criteria of energy rationing 
among the competing sectors. It serves 
both growth and equity. As long as the 
sector’s share in the total energy con¬ 
sumption is lower than its share in the 
national income and employment, the 
energy cut should not be applied to that 
sector. 

Agricultural sector in India contributes 
about 44 per cent to NNP (Net National 
Product)* and receives seven per cent 
of commercial energy and 15 per cent of 
power. On the other hand whenever 


there is a power cut it will be implement¬ 
ed in the rural sector. The first 
victims of the power cuts are the 
farmers and the artisans in the villages. 
The agricultural production and pro¬ 
ductivity is very much affected by the 
frequent power cuts in recent times. 

Considering this ugly fact the Govern¬ 
ment should change its policy relating to 
energy rationing. The agricultural sector 
should not be touched as long as its 
share in the commercial energy is lower 
than its share in the NNP. On the 
other hand the power cut should effecti¬ 
vely be implemented in the industrial, 
transport and domestic sectors where we 
find wastage of energy i.e. ineffective 
utilisation and possibility for conser¬ 
vation. 1 * The affluent sections of our 
population, particularly in the urban 
areas, will have to be directed by energy 
cuts to change their energy intensive 
life-style and evolve an energy culture 
which encourages thrift in energy con¬ 
sumption e.g. use of public transport 
instead of private cars, fans instead of 
air conditioners, etc. 10 A reasonable, 
long-sighted, and coherent energy policy 
can make living in rural India a 
pleasant experience. 

The salient feature of India’s pattern 
of energy consumption is that about 57 
per cent of the total energy used is 
commercial and the remaining 43 per 
cent is non-commercial. In the rural 
sector, an even higher percentage of 
energy consumption is non-commercial 
(86 per cent non-commercial and 14 per 
cent commercial). The share of agri¬ 
culture in the total commercial energy 
consumption was only 7 per cent in 1975- 
76. Agricultural sector’s share in the 
total power consumption was about 15 


per cent in 1978-79. The agricultural 
energy scene reveals an inordinate 
dependence on non-commercial sources 1 
of energy. Successful development of 
agriculture involves reducing the depen¬ 
dence on non-commercial energy and' 
increasing the availability of commercial 
energy. Energy rationing based on 
energy productivity is not suitable to 
India where more emphasis is placed Oft, 
equity than growth. Energy allocation' 
among the different competing sectors* 
during the periods of energy shortage' 
should be based on the sectoral contri¬ 
bution to national income and employ* 1 
ment. As long as the sector’s share itty 
the total energy consumption is lowerI 
than its share in the national income and ' 
employment, the energy cut should not* 
be applied to that sector. Unfortuna*, 
tely, agricultural sector is the first victim' 
of recent power cuts in India ©venj 
though it receives 7 pci cent of com¬ 
mercial energy and 15 per cent of power/ 
contributing about 44 per cent to NNP^ 
This is an ugly fact in India. The, 
Government, at least now, has to change 
its policy towards energy rationing, an&, 
rationing should take place in the indus*; 
trial, transport and domestic sector*,, 
where we find wastage and also possi¬ 
bility for conservation. The energy 
policy is to be moulded in such a way* 1 
that it should be in a position to easd| 
the process of iniegiated rurtl deve*i 
lopmcnt. i 
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Table IV 

Percentage Share of Power Utilisation in India 


Sector 

1960-61 

1974-75 

1978-79 

Industrial 

69 

62 

61 

Agricultural 

6 

15 

15 

Domestic 

11 

10 

10 

Commercial 

6 

6 

6 

Railway traction 

3 

3 

4 

Public lighting, water works and miscellaneous 5 

4 

4 


Source: Statistical Outline of India 1980—Tata Services Limited. 
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Focus on Industry 


Adequate Capacity for Compressors 


There has been considerable progress in 
the air and gas compressors industry in 
recent years. The manufacturers in the 
country have taken up the manufacturing 
of a wide range of compressors which 
include reciprocating air compressors 
(motor driven and diesel engine driver 
type), vertical type air compressors, natu¬ 
ral gas compressors, oxygen gas com¬ 
pressors, rotary air compressors, motor 
driven and portable diesel engine driven 
compressors, horizontal balanced opposed 
air and gas compressors, lubricated and 
oil free type compressors, screw type air 
compressors air-cooled reciprocating air 
compressors, watcrcoolcd compressors, 
etc. All these are made in various sizes 
which are suitable for a large number of 
industries. 

There are 11 units in the DGTD sector 
manufacturing air and gas compressors 
with a total licensed/linstalled capacity 
of 13,216 per annum. Two of the 
units arc in the public sector manufac¬ 
turing high capacity reciprocating and 
centrifugal compressors. 

The production during the last four 
years has been as under : 1975-76—6,252; 
1976-77—6,721; 1977-78-8,375; and 

1978-79-8,800. 

Manufacturing Range 

The industry is meeting the country’s 
bulk requirements for air and gas com¬ 
pressors for various industrial applica: 
lions, the manufacturing range varying 
from 1.5 cfm to 15,000 cfm at pressures 
upto 6,500 psi for the reciprocating types, 
and 205,000 cfm for the centrifugal types. 
The gap for screw type compressors is 
also being bridged with one of the exist¬ 
ing manufacturers going into production 
shortly. 

The indigenous content in the compres¬ 
sors being manufactured in the country 
varies from 40 per cent in the case of 
sophisticated process compressors (being 
manufactured by the public sector units) 
to 100 per cent for low pressure compres¬ 


sors. Imports are restricted to certain 
special types of high pressure compres¬ 
sors for process industries and R&D 
laboratories. 

The export of compressors has so far 
been in the small capacity range mainly. 
The exports during the last few years 
were as under: 1975-76-Rs 205.37 lakh; 
1976-77—Rs 207.00 lakh; I977-78-Rs 
250.00 lakh; and 1978-79—Rs 261.00 
lakh. 

Current Demand 

According to current estimates of 
DGTD, the demand for air and gas com¬ 
pressors is expected to be about 16,000 
per year by 1983-84, including the demand 
for small air compressors (upto 5 HP) 
used in spray-painting and repaii shops 
which have now been reserved for the 
small-scale sector. Taking into account 
the capacity already established there 
would appear to be no significant capa¬ 
city gap in this industry in the next few 
years. Rut there does exist some techno¬ 
logical gaps in areas like low-cost high 
pressure compressors for process indus¬ 
tries, oil free compact compressors for 
instrumentation, and allied applications, 
diaphragm compressors, etc. which are 
not being manufactured in the country 
at present. These categories of compres¬ 
sors can be undertaken for manufacture 
by the existing manufacturers of compres¬ 
sors if need be through technical collabo¬ 
ration. It may not be economically 
viable to establish facilities exclusively 
for the manufacture of the above types 
of compressors, 

A list of manufacturers of air and gas 
compressors is given below : 

1. M/s Atlas Copco (India) Ltd, 
Mahatma Gandhi Memorial Bldg, Netaji 
Subhas Road, Bombay—Sevanagar, 
Depodi Poona, Maharashtra. 

2. M/s Bharat Heavy Electricals Ltd, 
H.T. House, Kasturba Gandhi Marg, 
New Delhi—Ramachandrapuram, Hyde* 
rabad, Andhra Pradesh. 


3. M/s Bharat Pumps & Compressors 
Ltd, Naim, Allahabad—Naini, Allaha¬ 
bad, Uttar Pradesh. 

4. M/s Consolidated Pneumatic Tool 
Co. (India) Ltd, L. B. Shastri Marg, 
Mulund, Bombay—(i) Mulund Bombay, 
(ii) 90 M1DC Nasik Estate, Satpur Road, 
Nasik, Maharashtra. 

5. M/sE!gi Equipments Ltd, India 
House, Trichi Road, Coimbatore—Coim¬ 
batore, Tamil Nadu. 

6. M/s Holman Climax Mfg. Ltd, 
Titaghur, 24 Parganas, West Bengal—24 
Parganas West Bengal. 

7. M/s K.G. Khosla Compressors Ltd, 
1, Deshbandhu Gupta Road, New Delni 
—Mathura Road (Near Badarpur) 
Faridabad, Haryana. 

8. M/s Kirloskar Pneumatic] Co. Ltd, 
Hadapsar Industrial Estate, Poona— 
Poona, Maharashtra. 

9. M/s Ingersoll-Rand (I) Ltd, May- 
baker House, S.K. Ahiro Marg, Bombay 
— CIDC Estate Naroda; Ahmedabad, 
Gujarat. 

JO. M/s SLM-Manek!al Inds. Ltd, 
Sha6 Manzil, Ashram Road, Ahmedabad 
—Vatva, Taluka Descroi, Ahmedabad, 
Gujarat. 

11. M/$ Tecalemit India Ltd, Budge 
Budge Road.Gopalpur. P.O. Derkarpool, 
24 Parganas—West Bengal—Budge Budge 
Road, Gopalpur, 24-Parganas, West 
Bengal. 
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NOTICE 

M/s. Macmillan India Lid., 
2/10, Ansari Road, Daryaganj, 
New Delhi-110002 have been 
appointed ae Special Agent for 
EASTERN ECONOMIST. 

Chief Executive 
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STATE OF THE 
ECONOMY 

I 


Polyester Exempted 
from Duty 

The Government of India 
has issued a notification ex¬ 
empting polyester fibre from 
payment of excise duty in ex¬ 
cess of Rs 27 per kilogram, 
if manufactured from man- 
( made fibre wastes by the pro¬ 
cess of recycling. This will be 
in force upto February 3, 
1984. By another notification, 
the Government has provi¬ 
ded exemption from excise 
duty to cotton and cclluiosic 
spun yarn (hard waste) if such 
waste is generated prior to 
removal of the yarn to the 
weaving section. 

Export Duty on 
Coffeo Increasod 

Having regard to the recent 
spurt in international prices 
of coffee, the Cent »al Govern¬ 
ment has decided to increase 
the export duty on coffee 
from Rs 85 per quintal to 
Rs 300 per quintal with effect 
from February 17, 1982. 

LIC Now Businoss 

The Life Insurance Corpo¬ 
ration of India introduced a 
new business of Rs 2373.59 
crores under 15,05,930 pro¬ 
posals in individual assurance 
business during the first ten 
months of the current finan¬ 
cial year from April 1981 to 
January 1982. The southern 
zone with an introduced busi¬ 
ness of Rs 710.88 crores and 
4,87,301 proposals emerged 


on top followed by the wes¬ 
tern zone, with a business of 
Rs 545.85 crores and 343,499 
proposals. The eastern, nor¬ 
thern and central zones in¬ 
troduced a new business of 
Rs 385.83 crores, Rs 370.46 
crores and Rs 360.57 crores 
respectively. The number of 
proposals introduced by these 
zones stood at 268,043, 
191,827 and 215,260 res¬ 
pectively. 

Amongst the divisions of 
the corporation, Bombay 
division stood first with a 
sum proposed of Rs 232.28 
crores followed by Calcutta 
and Delhi with sums proposed 
of Rs 127.28 crores and Rs 
110.32 crores respectively. Jn 
respect of number of pro¬ 
posals, Bombay division 
stood first having introduced 
126,013 proposals followed 
by Calcutta and Bangalore 
with 84,960 and 58,289 pro¬ 
posals respectively. 

Declining Price Index 

The official wholesale price 
index for all commodities 
(base 1970-71) declined to 
277.9 during the week ended 
February 6 from 278.4 dur¬ 
ing the previous week. Dec¬ 
lines in the indices for food 
articles, minerals, chemical 
and chemical products (all 
marginal) and of 1.9 per cent 
in the index for food products 
and 0.1 per cent in that for 
basic metals, alloys and 
metal products pulled the in¬ 
dex down. 

Increases were noticed in 


fne indices fof non-food arti¬ 
cles 0.3 per cent, textiles 0.1 
oer cent, non-metallic mine¬ 
ral products 0.3 per cent 
and machinery and transport 
equipment 0.1 per cent. Un¬ 
changed were the indices for 
fuel power, light and lubri¬ 
cants, beverages, tobacco 
and tobacco products, paper 
and paper products leather 
and leather products and rub¬ 
ber and rubber products. The 
annual rate of inflation wor¬ 
ked out to be 4.1 per cent as 
against 15.7 per cent during 
the same week in 1981, acco¬ 
rding to an official release. 

Record Tea Exports 

Tea exports in 1981 tou¬ 
ched a record level of 245.6 
million kg,Theprevioush»ghcst 
was 237.5 million kg.—the 
year being J956. 

Export earnings from tea 
in 1981 are estimated at 
Rs 438.81 crore compared with 
Rs 436.82 crore in 1980 when 
224 million kg. was exported. 
In 1979, the export earnings 
had amounted to Rs 361.84 
crore. The total quantity ex¬ 
ported in that year was 199.6 
million kg. 

This encouraging posi¬ 
tion was explained to mem¬ 
bers of the consultative com¬ 
mittee of Parliament which 
met here on February 15. 
One member enquired about 
the steps proposed to be 
taken by the Government to 
check the present slump in 
tea export. 

A number of concessions 
were given by the Union 
Government recently to help 
merchants as well as produ¬ 
cer-exporters. Producer-ex- 
porters of tea are getting full 
exemption from excise duty 
on exports, barring packaged 
and blended tea. Merchant- 
exporters, on the other hand, 
are eligible for excise duty 


535 


rebate of 44 paise per kg oh 
export of unblended tea. 

The Government has also 
allowed drawback of excise 
duty on tea chests at ttajf 
point of export. i 

Other measures taken bjr 
the Government to promote; 
tea exports include import 
tea bagging machinery under*! 
Open General Licence, intro^ 
duction of import replenish*)? 
ment facilities for registered^ 
exporters of instant tea atu& 
tea in consumer packs, aiujPj 
enhancement of RHP rate for 
tea bag exporters along witfiJ 
enlargement of the list ora 
materials permitted for im^J 
port. 


Rupee-Pound 
Exchange Rote 

The pound sterling has 
come dearer by ten paise folj 
lowing the devaluation pf| 
the rupee by 0.58 per cent? 
by the Reserve Bank of India; 
The bank has fixed the new 
middle rate at Rs 37.10 p 
pound against the earlier* 
Rs 17.00 per pound. 

The new buying and selling 
rates arc: Buying. 5.8617 perl 
Rs 100 corresponding to| 
Rs 17.06. Selling: 5.834$; 
pounds per Rs 100 corres^ 
ponding to Rs 17.14 pet;] 
pound. This is thirteenth re-l 
valuation of the rupee fog} 
this year. 




Allocation of 
Imported Oil 

The allocation of import; 
led edible oils to the vaiUM^J 
pati industry has been rife 4 $ 
duccd from 70 per cent to 
per cent under the new agti6^ [I 
ment between the manu?a#j I 
hirers and the Civil Supplied 
Ministry. The reduction in 
quota of imported oils i$ > 
expected to promote greater! 
use of non-traditional an4 
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.minor oils by the vanaspati 
industry. 

As a result of the increased 
quantity of indigenous oils 
which are more expensive the 
| industry has been allowed to 
raise its prices 12.5 per cent, 
from Rs 192 to Rs 217 per 
16.0 kg. tin. The additional 
3.5 per cent of imported edi¬ 
ble oils which was allowed 
as “wastage'’ has also now 
been withdrawn. 

i 

International 
Telecom Year 

The International 7'elc- 
** communication Union (ITU) 
has decided to observe 1983 
| as the International Tele- 
| communication Year to give 
| impetus to the growth of 
$ telecommunications in deve¬ 
loping countries. In most 
of the developing countries 
the telephone penetration i.e. 
number of telephones per 100 
^population is less than one 
against a world average of 
§ten. The ITU has, therc- 

Ifore, set an objective of 
^ . . 

Striving to provide one 
^telephone for every 100 
persons living on the globe 
|as the objective for the Inlcr- 
ii*nat iona 1 1 e leco mm u n i ca t i o n 
pear. 

jj At present, the telephone 
^density in India is about 0.3 
^“sreent. Even with the imple¬ 
mentation of the Sixth and 
^Seventh Plans which en¬ 
visage addition of 13.3 lakhs 
fjbf lines with an outlay of 
•fR.s 2,336 crores in Sixth Plan 
ipnd 37.5 lakhs of lines with 
ijjtfi anticipated outlay of Rs 
$,000 crores respectively in 
ijJevcnth Plan, it may be pos¬ 
sible to reach the telephone 
r |icnsity of only about 0.8 per 
•sent. The objective of one per 
Ibent is, therefore, expected to 
achieved only by the end 
jjK the eentury. However, all 
jfforts are be»ng made to 
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increase the number of tele¬ 
phones by setting up addi¬ 
tional production capacity 
for manufacture in the eoun- 
tiy and to strive to ach'e/e 
the goal of provision of tele¬ 
phones on demand by the 
end of this decade. 

Marketing Strategy 
of ITDC 

India Touiism Development 
Corporation (ITDC), a public 
sector unit of the Ministry of 
Tourism & Civil Aviation, lias 
adopted a threc-pronged 
marketing strategy to signi¬ 
ficantly increase its profitabi¬ 
lity and accelerate the growth 
of development of tourismj 
in the country. ITDC has 
launched its own travel agen¬ 
cy under the name “Ashok 
Travels & Tours". The agen¬ 
cy to start with, is handling 
bound tours. It will develop 
ITDC' hotels oriented oack- 
age tours covering all the 
popular tourist sector in the 
country. ITDC also proposes 
to appoint selling agents at 
selected tourist centres over¬ 
seas to promote ITDC pro¬ 
perties and facilitate inten¬ 
sive utilisation of its network 
of services. Moreover, ITDC’ 
is now extending on franchise 
basis the Ashok Reservation 
Service to independent hotels 
of repute. This 3-pronged 
strategy is expected to ensure 
the marketing services of 
11 DC to be more effective and 
aggressive. 

Northern India 
Shippers Association 

A Northern India Shp- 
pers Association has been set 
up at the instance of the 
Ministry of Commerce to 
bring together shippers in va¬ 
rious parts of the Northern 
India at a common platform 
for discussion on various pro¬ 
blems elfecting shippers with 
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'fM^tKoW reference to ex¬ 
ports and imports. The Asso¬ 
ciation was inaugurated on 
February 16, 1982 by Mr 
Shivraj V, Patil, Union Minis¬ 
ter of Commerce. 

The association, among 
other things, proposes to 
provide for mutual consul¬ 
tations between shippers and 
shipowners/conferencc lines, 
railways, air cargo agents, 
road transport organisations 
on matters clTecting nor¬ 
thern region. The association 
will be affiliated to All India 
Shippers Council, which al¬ 
ready had four associations at 
'Bombay, Cochin, Madras and 
Calcutta, respectively. How¬ 
ever, as these associations 
could not adequately look 
after the interests of shippers 
in the interior and keeping in 
view the expanding areas of 
exports from northern re¬ 
gion of the country, an in¬ 
creasing need for such an 
association was felt to remove 
bottlenecks being faced by 
them and thus giving a fur¬ 
ther boost to its export 
efforts. 

Towards Mors Tourists 

During the years 1980 
and 1981, the Ministry of 
Tourism and Civil Aviation 
directed its efforts towards 
strengthening of tourism 
infrastructure in the country 
with the objective of host¬ 
ing 1.7 million foreign tou¬ 
rists by 1985 and 3.9 million 
by 1990 as well as meeting 
their requirements by way of 
accommodation, surface trans¬ 
portation, guidance and 
recreation. The Ministry 
chalked out continuous re¬ 
sult-oriented programmes for 
its various departments and 
public sector units. As a re¬ 
sult of implementation of 
these programmes, 1980 and 
1981 have been the years of 



performance, profit and pro¬ 
mise for the Ministry, its 
departments and public sec¬ 
tor units. 

The Ministry of Tourism 
and Civil Aviation made 
concei ted efforts to draw up a 
long-term plan for the deve¬ 
lopment of tourism in the 
country based on the travel 
circuit concept. In the long¬ 
term plan proper weight age 
has been given to develop 
ment of domestic tourism 
with the objective of accele¬ 
rating the process of national 
integration and enhancing 
opportunities for employment 
in the country. 

Travel Circuit Concept 

Under the travel circuit 
concept, the rich cul¬ 
tural heritage of our 
ancient country and the 
unending treasures of natu¬ 
ral and scenic beauty are 
planned to be developed in 
a way as to generate employ¬ 
ment opportniuties for our 
people. 

After prolonged discus¬ 
sions with Stale Governments, 
whole of the country has 
been divided into 61 travel 
circuits comprising 441 
tourist centres. The Govern¬ 
ment has decided that all 
future Plan allocations for 
tourism development, both 
in the Slate and Central sec¬ 
tors, will be earmarked for 
travel circuits only. The tra¬ 
vel circuit concept envisages 
optimum utilisation in a co¬ 
ordinated and integrated man¬ 
ner of the resources available 
in the Central, State and 
private sectors. The Minis¬ 
try has also decided that a 
tourist village complex will 
be set up in every State along 
one of the travel circuits. 
Such complexes will be crea¬ 
ted as joint ventures with the 
State Governments. The aim 
is to provide holidaying and 


recreational facilities in a 
rural setting depicting indi¬ 
genous village life includ¬ 
ing handicrafts and foik arts. 
So far, Shivpuri in Madhya 
Pradesh and Buxar in Bihar 
have been selected as sites for 
tourist village complexes. 

Some of the schemes have 
been taken up along the travel 
circuits during 1980 and W8| 
are : (I) Forest lodges at 
Kanha, Bctla and Simlipal, 
(2) Tourist lodges at Shivpuri 
and Buxar, (3) Sound & Light 
show at Buxar, Mahabali- 
pumm and at Vidhan Saudha 
(Bangalore), (4) Vrindavan 
Gardens (Mysore) Illumina¬ 
tion improvements, (5)Trans¬ 
port in Wildlife sanctura- 
ries; Bharat pur, Hazaribagh, 
Bet la, Sariska and Juldapara, 
(6) Trekking equipment 
Sikkim, Himachal Pradesh and 


Uttar Pradesh (7) Boats pro- 1 * j 
vided for : Rajasthan, Hima* j 
chal Pradesh, Bihar, Punjab* J 
Gujarat Andaman and Nico* j 
bar Islands. (8) Youth Hostels j 
at Patna, Mysore & Port ] 
Blair. ] 

Sharing of 

Technological Expertise 

India could share its expe- 
ricnce in the field of design i 
engineering, erection, opera- i 
lion and maintenance of ferti* 
User plants, turn-key projects .*■: 
for manufacture of pesticides : , 
and setting up of sugar and "■ 
textile units. 1 his was stated U 
by Mr R.V. Swaminathan, i 
Union Minister of Slate for V; 
Agriculture and Rural Deve* ,\j 
lopment at Baghdad recently. , , 
Mr Swaminathan was leading 
the Indian delegation to the v 
five-day UNIDO Round-Table 
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Ministerial Meeting on Agro¬ 
industries Development at 
: Baghdad. 

; The Minister said that 
• India had requisite expertise 
in ground water survey, sink¬ 
ing of tubewells, manufacture 
of diesel engines, punipsets, 
insecticides, spraying equip¬ 
ment etc. and was prepared to 
share the same with member 
countries. He also offered co¬ 
operation in the know-how 
' for the manufacture and pro¬ 
per use of hand-seed drill, 
improved sued-drili, portable 
i foodgrain drier, grain storage, 
manufacture of garlic pow- 
: dcr* infant food and plastic 
processing etc. Mr Swami- 
Hathan said that India would 
'.welcome bilateral and multi¬ 
-lateral cooperation for large 
aize fertiliser plants, utilisa- 
c tion of solar and wind energy 
'/manufacture of edible quality 


rice-bran oil and production 
of various synthetic pesti¬ 
cides. 

Referring to mechanisation 
of agriculture the Minister 
said that in India mechanisa¬ 
tion had to be adopted on 
selective basis keeping in view 
the twin objectives of in¬ 
creased productivity on the 
one hand and the need to ex¬ 
pand employment opportuni¬ 
ties in the rural sector on the 
other. 11c added that while 
adoption of farm machinery 
and implements for timely 
completion of agricultural 
opera! ions was encouraged, 
care was taken to ensure that 
the use of these improved 
machines did not lead to 
labour displacement. MrSwa- 
minathan stated that big 
sized combined harvestors in 
use in some of the agricul¬ 
tural advanced areas of the 


country may not be useful for 
small farms. A less expensive 
cheaper machinery like smal¬ 
ler harvestor was more use¬ 
ful for them. 

New Soil Policy 

The Union Agriculture 
Minister, Rao Birendra Singh, 
has outlined a three-pronged 
soil policy for the country. 
In his valedictory address 
to the 12th International 
Congress of Soil Science at 
New Delhy recently he said 
that our soil policy should aim 
at improving the productivity 
of the land already under the 
plough and prevention of soil 
degradation and restoration 
of deteriorated land back to 
normal production. 

The Minister said that 
Government realises that un¬ 
less the tiller of the land is 
convinced and assured of the 


benefits of his labour in 
ing his family and for better 
living conditions, he will not * 
be interested in the soil and 
water conset vation drive. Thus 
our soil policy would focus 
attention on land, water, 
man and animal as a part of 
the system for improving en¬ 
vironments and welfare of the 
society. “We believe soil and 
civilization go together 9 *, he 
emphasised. Rao Birendra 
Singh said that our motto 
should be “Save the Soil”. 
The Minister said that the 
land use boards to be set up 
in different States and Union 
Territories would be linked* 
up with an apex body like Cen¬ 
tral Land Resource Commis¬ 
sion. These boards, he said, 
would have adequate repre¬ 
sentation of legislators, ad¬ 
ministrators, scientists, plan¬ 
ners and development execu- 
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lems of land resources mana¬ 
gement receive adequate at¬ 
tention. He pointed out that 
175 million hectares of area 
in India was in need of appro¬ 
priate land and water conser¬ 
vation measures. The Govern¬ 
ment had taken up a massive 
programme for conservation 
of the soil and proposes to 
spend Rs 640 crorcs during 
the current Plan. 

Railway Accidents 

More than 50 per cent of 
gthe railway accidents from 
* January 1981 to January J°S2 
have been caused by equip¬ 
ment failure, non-supply of 
safety devices on lime and 
sub-standard safety equip¬ 
ment procured by the rail¬ 
ways. r.ven inexpensive safety 
devices such as nut brakes 
and roller springs which are 
vital to the braking system 
are not provided on time to 
the drivers. 

Besides a highly centralised 
store system is responsible for 
shortage of essential materials 
and spares for the proper 
J maintenance of the rolling 
stock and the engine opera¬ 
tions. The staff responsible for 
safety was spending most of 
' its time on finding spares 
; rather than, concentrate on 
their jobs. 

These facts were highlighted 
recently in a day-long mee¬ 
ting with the Railway Minis¬ 
ter, Mr P.C. Sethi had with 
the corporate enterprise group. 

The group comprises the 
National Federation of Indian 
Railways, All India Railway- 
men’s Federation and AH 
India Railway Officers Asso¬ 
ciation representing almost 
17 lakh railway employees. 

It was for the first time that 
at the insistence of Mr Sethi 


that the employees from the 
grassroot level were called 
upon to participate in the 
discussions and bring out the 
difficulties they face while ob¬ 
serving safety norms. 

The junior level employees 
especially the operating staff 
had a Jot to say. They felt 
that the failure at the top to 
analyse the reasons for “hu¬ 
man failure” for train acci¬ 
dents had not only demora¬ 
lised the operating staff but 
generated a lcar complex lead¬ 
ing to a sense of insecurity. 

Credit Needs of 
Hendloom Sector 

Mr P.A. Sangma, Union 
Deputy Minister of Com¬ 
merce, stated recently that 
short-term working capital 
credit was the life blood of 
the handloom industry and 
without it no meaningful 
development of this sector 
could ever take place. He said 
that several schemes had been 
prepared by Government in 
the past for ensuring a free 
flow of credit to this sector. 
He urged the Standing Com¬ 
mittee on Handlooms to 
examine the efficacy of these 
schemes and indicate whether 
any changes need to be made 
so as to ensure their better 
working. He was inaugurat¬ 
ing the first meeting of the 
Standing Committee on Hand- 
looms of the All India Hand- 
loomsand Handicrafts Board. 

Mr Sangma, however, em¬ 
phasised that schemes for sup¬ 
ply of cred ? t should not con¬ 
centrate only on one or other 
segment of handloom wea¬ 
vers. He said that Govern¬ 
ment was committed to the 
increased cooperativisation of 
the handloom sector but 
pointed out that the majo¬ 
rity of handloom weavers in 
this country were still out¬ 


side the cooperative field. 
Any developmental scheme, 
therefore, that did not take 
into account this important 
fact could not adequately serve 
the needs of the industry. He, 
however, urged, that the needs 
of the handloom weavers 
should not be neglected me¬ 
rely because they were not 
members of cooperatives. 

X-Ray Baggage 
Inspection System 

All the four internaliona! 
airports at Delhi, Bombay, 
Calcutta and Madras, and sen¬ 
sitive domestic airports at 
Srinagar, Jammu, Amritsar 
and Gaubati will be equip¬ 
ped with X-Ray Baggage Ins¬ 
pection System by the end of 
1983. The system helps in 
effective and quick screening 
of hand baggage of air pas¬ 
sengers. 

After successful field 
trials last year, four units of 
X-Ray Baggage Inspec*ion 
System, manufactured by a 
firm in West Germany, were 
recently imported for ins¬ 
tallation at Bombay and Delhi. 
One unit at Delhi has been 
installed and is operational. 
The remaining three units 
will become operational by 
the end of the current month, 
one more at Delhi and two 
at Bombay airports. Besides, 
it is proposed to import 12 
more units, and also to pur¬ 
chase 28 units from the Hlcc- 
tronic Corporation of India. 

India Bulgaria Trade 

India and Bulgaria will orga¬ 
nise a working meeting 
between Bulgarian and Indian 
engineering organisations 
and companies for identifying 
concrete areas of coopera¬ 
tion on a country-by-country 
and project-by-project basis. 
This was agreed to during 


the course of discussions 
between Mr Shivraj V. Patil, 
Union Minister of Commerce;, 
and Mr Andrei ittkanov^ 
Deputy Chairman of 
Council of Ministers of the^l 
People’s Republic of Bulga^J 
ria. ■ M 

During discussions 
sides felt that earnest effort^,| 
should continue for setting 
up of joint ventures in Iadbra, 
and Bulgaria with a view j 
increase mutual trade. It wa^f 
felt that the examination of 
four joint ventures on fashi(M§| 
gloves, shoe uppers, leather'; 
shoes and lamb-fur leathgi^ 
should be expedited. The Buf*^ 
garian side indicated thei^j 
interest in settingup of Inckft? 
Bulgarian joint ventures 
production in Bulgaria of djNSfti 
and intermediates. Taki ! 
note of the signing of the fir$| 
annual contract for supply ql 
Indian iron ore to Bulgaria*?; 
it was agreed that the po$$^ 
bility of concluding a longp 
term contract between the reifoj 
pective organisations in 
two countries should be 
died. . 

The Bulgarian side cop^ 
firmed its interest in finalisf| 
ing the discussions for longO 
term supplies of Alumina frofi| 
India. The Indian side cofl^ 
firmed its interest in contj 


luing the discussions forsuj*|^ 
plies of petroleum product!*] 
and fertilisers from Bulgaria;; 
Both sides also expressed Uh$§| 
interest in more active 
change of cooperation in tifck 
fields of electronic data pro¬ 
cessing, electronic softwa 
etc. In this context, the Btt 
garian side extended an 
tation to the Indian Governs*! 
ment officials and represent T 
tatives of the interested Coo^ ■; 
panies to visit Bulgaria 
explore the possibilities of* 
cooperation. % 
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Diversification by Cenlury 

Ceniury Spinning and 
Manufacturing Company is 
further diversifying its acti¬ 
vities into shipping. It has 
Obtained approvals from 
the Central Government for 
acquiring ships and vessels 
up to a total of 200,000 dwt. 

. Sinch the freight market is at 
present very sluggish, the 
management has decided to 
purchase, for the time being, 

[ two second-hand ships with a 
total tonnage of about 50,000 
dwt. These two ships are ex¬ 
pected to cost about Rs 15 
crore. A foreign exchange loan 
to the extent of 30 per cent 
tvill be arranged through the 
i; Company's bankers. Later on 
S, when the outlook for shipp¬ 
ing improves, the company 
will acquire additional sc- 
Cond-hand or new ships. 

The company’s letter of 
intent for the pulp and paper 
project has been converted 
into an industrial licence. 
This has been pending for 
quite a few years. But there 
is another hurdle about the 
j release of the land which re- 
j quires approval of the Ccn- 
| tral Government. However, 

\ pending final approval, the 
Government has allo- 
\*"Ikied 25 acres of land as an 
[ interim measure which has 
Lenabled the company to 
■ start building construction 
Lwork. Orders for machinery 
| .entailing long deliveries 
| have been placed. According 
i to the present indications, 


the project should go on 
stream by the end of 1983. 

The company is also going 
ahead with its Manikgarh 
cement project. Pending re¬ 
ceipt of an import licence from 
the Government, the com¬ 
pany has placed provisional 
‘letters of intent' for the sup¬ 
ply of a major part of the 
plant and machinery with a ca¬ 
pacity of one million tonnes 
per annum on the USA, West 
Geimany and Indian manu- 
factuiers. The imports will 
be financed by credits from 
foieign financial institutions 
for which applications have 
been made. 1 his projet wi 11 
cost about Rs 70 ciores and 
is expected to be completed 
in about three years. Mean¬ 
while, mining lease for lime¬ 
stone has been executed. 

Power Shortage 

Production of cement at 
both Raipur and Maihar 
units has been affected in 
1981 because of unsatisfac¬ 
tory power supply. The out¬ 
put of the former unit amoun¬ 
ted to 6.45 lakh tonnes as 
against 7.7.6 lakh tonnes in 
1980 and that of the latter is 
4.06 lakh against 6.35 lakh 
tonnes. To supplement power 
supply, diesel generating sets 
of about 5 MW are pioposed 
to be installed at each of these 
units. 

During 1981, the company 
earned a lower gross profit 
of Rs 25.37 crore against 
Rs 27,64 crorc despite a 


higher total turnover' of 
183.70 crore against Rs 
152.96 crore. After provid¬ 
ing Rs 5.71 crore (Rs 5.14 
crore) for depreciation, Rs 1.56 
crore (Rs 4 crore) for invest¬ 
ment allowance and Rs 6.50 
crore (same) for taxation, a 
Rs 3.19 crorc (same) has been 
set aside for payment of the 
unchanged dividend of 20 per 
cent. 

After making certain ad¬ 
justments, Rs 7.59 crore 
(Rs 8.37 crore) is proposed 
to be ploughed back to the 
general reserve No I and Rs 
93 lakh (Rs 87 lakh) to gene¬ 
ral reserve No. 11. 

This outcome reflects the 
poor performance of the tex¬ 
tile and the rayon, tyrecord 
and chemicals division. The 
profitability of the textile 
division has been affected by 
the cumulative effect of a 
sharp increase in cotton pri¬ 
ces and costs of other inputs 
and poor demand of cloth 
resulting in uneconomical 
prices. The rayon, tyrecord 
and chemicals divisions have 
suffered because of labour 
indiscipline. A bi-partite agree¬ 
ment for three years pertain¬ 
ing to wage scales and other 
forms and conditions of 
service has been entered into 
imposing an additional burden 
of about Rs 4 crore per 
annum on the company. The 
union has assured manage- 
to maintain discipline and to 
improve productivity and 
efficiency. 

Tata Burroughs 

Minister of State for 
Commerce, Mr Shiv Raj 
Patil presented the All India 
Top Exporter’s Shield of the 
Engineering Export Promo¬ 
tion Council to Tata Bur¬ 
roughs Limited for outstand¬ 
ing performance in 1980-81. 
Mr KanuCPopat, Director 
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the award winning company 
received the shield at an 
impressive ceremony in New 
Delhi recently. This is the 
second consecutive year for 
Tata Burroughs whose ex¬ 
ports last year totalled 
US S 8 million, to receive 
the EEPC award for excellence 
in exports. It is noteworthy 
that in only three years of 
full operations, Tata Bur¬ 
roughs has emerged as India’s 
largest exporter of computer 
software and computer consul¬ 
tancy services. 

Export Unit 

A collaboration between 
Tata and Burroughs Cor¬ 
poration, USA, Tata Bur¬ 
roughs has established an 
ultra modern manufactur¬ 
ing facility in the Santacruz 
Electronics Export Process¬ 
ing Zone at Bombay. As much 
as 70 per cent of the compo¬ 
nents for the computer peri¬ 
pherals manufactured here are 
made by local ancillary units. 
These units have been deve¬ 
loped by Tata Burroughs 
with comprehensive techni¬ 
cal assistance including de¬ 
signing and testing, from 
Burroughs Corporation, USA, 

According to Tata Burroughs 
sources, the quality of these 
peripherals is demonstrably 
superior to those made else¬ 
where in the world. Against 
planned export of 6,000 units, 
Tata Burroughs shipped 
11,000 dot matrix printers 
last year. The company pro¬ 
poses to set up a new com¬ 
puter fac J Iity at Ahmedabad 
later this year for 100 per cent 
export of computer software 
and consultancy services. 

Tata Burroughs exports 
computer software and con¬ 
sultancy services to about 
15 countries including the 
US, Canada, Latin America 



Union, Japan, Austria and 
Middle East. The buyers of 
^ these services include multi¬ 
national corporations, pub¬ 
lic services and utilities and 
international financial insti¬ 
tutions among others. 

As a result of Tata Bur¬ 
roughs* use of imaginative busi¬ 
ness approach in the export 
of computer consultancy and 
software, the company today 
is in the unique position of 
being able to transfer this 
valuable experience and soft¬ 
ware technology to it’s Indian 
customers. The Hotel Busi- 
| ness Management System 
for instance, which was deve¬ 
loped by Tata Burroughs for 
Burroughs Corporation (this 
effort in itself a foreign ex¬ 
change earner) is now availa¬ 
ble for Tata Burroughs’ Indian 
customers for use on Bur¬ 
roughs machines. This sys- 


fain could be very profitably 
used by the Indian hotel in¬ 
dustry by assisting in the effi¬ 
cient management of hotel 


Walchandnagar 

Walchandnagar industries 
Ltd has signed a technical 
collaboration agreement with 
Onoda Engineering Consul¬ 
ting Co. Ltd of Japan for 
the manufacture and supply 
of cement plants using rein¬ 
forced suspension preheater 
(RSP) technology. 

Walchandnagar has to pay 
an initial fee of 10 million 
yen which is approximately 
Rs 6 lakh for the Japanese 
collaborator. The rest of the 
payment could be made to 
the Japanese company on 
project basis. 

Talking to newsmen, Mr 
Vinod Doshi, Managing Di¬ 


rector of Walchandnagar, said 
that RSP system was suitable 
for all types of fuel including 
the low grade coal available 
in India. Cement production 
could be stepped up from 20 
to 100 per cent depending 
upon the size of the plant, 
with the introduction of this 
system. 

He said that the system re¬ 
sults in greater economy, 
easier plant operation, re¬ 
duced pollution and increased 
kiln capacity. RSP kilns could 
also be equipped with com¬ 
puterised controls when 
greater automation is re- 
quiped. 

Walchandnagar entered into 
the field of cement machine) y 
manufacture with a technical 
collaboration with Polysiusof 
West Germany almost two 
decades ago. The collabora¬ 
tion has expiied now. Dur¬ 
ing this period the company 


Ms set up seven complete 
plants and equipment for 
several expansion schemes in 
India. 

Recently a turnkey contract 
for a cement plant of 2000;? 
tonnes per day capacity ins 
Indonesia was bagged by' 
Walchandnagar. This wouMK 
be the first cement plant tof 
be exported from India. A\’ 
letter of intent has also beet¬ 
le ceived by the company fori; 
export of a 750 tonnes p ct\ 
day cement plant to Nepal*:; 
Mr Doshi said. ^ 

Mr T. Matsumoto, Execuf? 
live Vice President of Onoda*? 
said that his company wa$^j 
the first to successfully 
sign and market coal fire^ / 
RSP system in the world. 

45 RSP kilns arc operating* 
including those under con$M 
true', ion throughout the worldS, 
Some of the countries whicbf 
are using this system are th$f 
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US, the USSR, Prance, Italy, 
Greece and Taiwan. 

IGIM 

Mr A.R. Wadia, Chairman 
of International Computers 
Indian Manufacture Limited, 
told shareholders at the 19th 
annual general meeting that 
the company’s computers are 
finding widespread use by the 
customers in inventory mana¬ 
gement, production plann¬ 
ing and control and economic 
modelling. 

He told that the company 
has successfully introduced 
two products in the market, 
namely 7502 terminals and 
PBS 720-line printers and 
has already commenced deli¬ 
veries to the customers. He 
said that the company is also 
planning new activities and 
is in the process of streng¬ 
thening its research and deve¬ 
lopment division. 

Mr Wadia said that the 
company has received indus¬ 
trial licence for the manu¬ 
facture of mini-computers/- 
jnicro-processor based sys¬ 
tems at Pune, and had de¬ 
monstrated the first such mini¬ 
computer system (named the 
*ICIM 101’) at the recent con¬ 
vention of the Computer So¬ 
ciety of India held in January 
; 1982 at Madras. The com¬ 
pany will commence deliveries 
of these systems in the next 
few months. 

tierdillia Chemicals 

Herdillia Chemicals, which 
produced disappointing work¬ 
ing results for the six 
months ended June 30, 1981, 
has reported lower sales of 
Rs 19.67 crore for the first 
seven months of the current 
year (July 1981 to Jan J982) 
as against Rs 21.47 crore for 
the same period of the pre- 
; vious year. 

Giving this information to 



the shareholders at the aii^ 
nual general meeting in 
bay. Chairman J.N. Guzder 
has said that the outlook for 
the current year continues to 
be the same as in the previous 
year on account of increasing 
costs. 

Indian Explosives 

Addressing the sharehol¬ 
ders at the annual general 
meeting of Indian Explosives 
in Calcutta, the Chairman, 
Mr A.L. Mudaliar, has slated 
that the confidence he had 
expressed last year has been 
justified by the results of the 
company. Sales at Rs 129- 
crore are almost double of 
the 1979-80 figure with a 
nearly 90 per cent capacity 
utilisation in fertiliser and 
about 95 per cent in explo¬ 
sives. In the first six months 
production of the Panki ferti¬ 
liser factory is at a record level 
and well ahead of full output j 
rates, which however, could 
not be maintained due to 
power supply constraints and 
plant shut-downs. 

He has said that the success¬ 
ful implementation of the 
expansion project at Panki 
has brought into operation a 
new ammonia urea stream to 
supplement the existing two, 
raising the capacity of the 
Panki factory, from 450,000 
TPA to 675,000 TPA. 

Mr Mudaliar has informed 
the shareholders thst the 
fertiliser expansion project 
at Panki has been completed 
in a record time of less than 
28 months. Commissioning 
of the ammonia plant has 
been completed in a period 
of 19 days which happens to 
be a world record for such a 
complex operation. ^ 

Referring to the letter of 
intent received by the com¬ 
pany for 110 tonnes per year 


Cominnyllotica 

NOTICE 

(Under Rule 4-A of MRTP Rules, 1970) 


It is hereby notified for the information of the public that Rajasthan 
Spinning & Weaving Mills limited proposes to make an application to 
the Central Government in the Department of Company Affairs, New 
Delhi, under sub-section (2) of Section 22 of the Monopolies and Restrictive 
Trade Practices Act, 1969 for approval for the establishment of a new 
Unit for the production, supply, distribution or control of Cotton Yarn 
and blends with an installed capacity of 20,000 Spindles per annum for 
manufacturing cotton yarn of the estimated value of Rs. 8.00 Crorcs per 
annum. Other particulars of the proposed new Unit are as under 

(i) Name of the proposed Unit : 

— The proposed Unit will be a unit of Rajasthan Spinning & 
Weaving Mills Limited, Regd. Office : 24, Community Centre, 
East of Kaiiash, New Delhi-JJ0065. 

(ii) Names of person (v) of authority/authorities proposing to establish 
the new Unit. Where it is a body corporate, furnish details of its 
management structure together with those of the proposed Unit : 

— Rajasthan Spinning & Weaving Mills Limited 

BOARD OF DIRECTORS 


1. Shri L.N. Jhunjhunwala 

—Chairman 

2. Shri P.N. Churiwala 

—Director 

3 . Shri SalFh J. Mehta 

—Director 

4. Shri C.D. Khanna 

—Director 

5. Shri f M Sen 

— Direcror 

6. Shri Bhasker G. Kakalkar 

— Director 

7. Shri Ravi Jhunjhunwala 

—Director 

8. Shri Armtav Kothari 

—Director 

9. Shii Ashvin C. Dalai 

• Director 

10. Shri L.N. .ladhvani 

—Director 

11. Shri G.S. Pandc 

—Director 

Capital structure of lh v * applicant person 
proposed Unit : 

or authority and of the 

AUTHORISED 

Rs. 

40,00,000 Equity Shares of 

Rs. 10/- each 

4,00,00,000 

1.00,000 Redeemable Cumulative 

Preference Shares of Rs. 100/- each 

1,00,00, oco 


5,00,00,000 * 

ISSUED SUBSCRIBED & PAID UP 
22,87,195 Equity Shares of 

Rs. 10/- each 

2,28,71,950 


30,000 Redeemable Cumulative 

Preference Shares of Rs. 100/- each 30,00,000 

2,58,71,950 


(iv) Proposed location of the new Unit : 

IN NOTIFIED BACKWARD DISTRICT OF HIMACHAL PRA¬ 
DESH. Final location will be decided later. 

(v) Brief outline of the cost of project, the scheme and sources of 
finance : 

— The estimated cost of project will be Rs. 9.00 Crores 
comprising of the following : 

Land : Rs. 0.10 Crores 

Building : Rs. 1.20 Crores 

Indigenous & Imported Machinery : Rs. 6.50 Crores 

Other assets : Rs. 1.20 Crores 

It is proposed to finance the project as follows : 

— Issue of share capital ; Rs. 3.0 Crofes 

— Long term borrowing from : R$. 6.0 Crores 

financial institutions 

2 ) Any person interested in the matter may make a iepre$cillation to the 
Secretary, Department of Company Affairs, Government of India, 
Shastri Bhawan, New Delhi within 14-days from the date of publica¬ 
tion of this notice, intimating his views on the proposal and indicat* 
ing the nature of his interest therein. 


Date : 11.2.1982 


L. N. JHUNJHUNWALA 
CHAIRMAN. 
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ofa ^rimaty reforming Cata¬ 
lyst, Mr Mudaliar stated that 
the project is being followed 
up. Studies are also continu¬ 
ing on choice of tcchnolog) 
and financing mode for a 
gas-based fertiliser complex 
in which IEL has an active 
interest. 

Telco Bonus issue 

The Controller of Capital 
Issues has given his consent 
to Tata Engineering and 
Locomotive Company (TFL- 
CO) to issue bonus shares on 
|i two-for-fivc basis. The 
register of members and 
share transfer books of the 
company will remain closed 
from March 16 to 23, both 
days inclusive, for purposes 
of issue of bonus shares 

Deepak Nitrite 

The Board of Directors of 
Deepak Nitrite Ltd at its 
meeting held on February 
10, 1982, has recommended a 
dividend of 14 per cent as 
against 10 per cent for 1979- 
*80 on equity share capital of 
162 00 lakhs and at 9.5 
per cent on the redeemable 
cumulative preference share 
capital of Rs 15.00 iakhs for 
the year ended October 31, 
1981. The company’s sales 
during the year recorded a 
rise of around 28.80 pci cent 
at Rs 1004 91 lakhs as com¬ 
pared to Rs 780.19 lakhs in 
the preceding year. The gross 
profit increased from Rs 158 
lakhs to Rs 190 lakhs The 
gross profit for the previous 
year included Rs 36 lakhs 
being the raw materials price 
difference claim in respect of 
^previous years. 

After providing Rs 68.17 
lakhs for depreciation (Rs 
65.35 lakhs), Rs 5.77 lakhs 
for investment allowance 


(Rs 23.26 lakhs), and Rs 73.40 
lakhs for Income Tax (Rs 
28.40 lakhs) the net profit 
for the year stood at Rs 42.45 
lakhs as against Rs 41.11 
lakhs in the previous year. 

The company’s working 
in the current year conti¬ 
nues to be satisfactory. The 
company contemplates to take 
up further expansion of its 
ammonium nitrate plant and 
is also going to introduce pril¬ 
led ammonium nitrate dur¬ 
ing the current year Pio- 
moted by the company, the 
project to manufacture An¬ 
hydrous Liquid Ammonia 
with an installed capacity of 
90,000 7PA at Taloja in 
Maharashtra, namely Deepak 
Fertilise!s and Petrochemicals 
Corpn Ltd. is at an advanced 
stage of implementation, as 
per schedule. The new com¬ 
pany is expected to be in the 
market with its public issue 
before mid-1982. 

Astra-IDL 

Astra-IDL Ltd entered 
the capital market on Feb¬ 
ruary 18, 1982 with a public 
issue of 8,32,700 equity shares 
of Rs 10 each for cash at par 
The present issue is for 
equirics woith of Rs 250 lakh . 
Of this, equities worth Rs 129 
lakhs are reserved for firm 
allotment to the promoters 
and Rs 38 lakh arc reserved 
for allotment to the Indian 
directors and their associates, 
resident shareholders, em¬ 
ployees of IDL, and the pio- 
moters. The remaining shares 
of Rs 83 lakhs and the un¬ 
subscribed portion in the 
group of Rs 38 lakh arc of¬ 
fered for public subscription. 

The company was incor¬ 
porated in 1979 with the ob¬ 
ject of manufacturing and sell¬ 
ing pharmaceutical, medical, 
medicinal products, prepara¬ 
tions, drugs, their formula¬ 


tions and intermediates and 
chemicals of all kinds. 

The company war pro¬ 
moted by Astra Pharmaceu¬ 
ticals. AB X Sweden (Astra) 
and IDL Chemicals Ltd, (IDL). 
Astra and IDL have agreed 
to participate in the equity 
capital of the company to 
the extent of 25.75 per cent 
each. 

Ihc company acquired 
from IDl the industrial under¬ 
taking, namely, IDL’s MIT 
division at Malleswuram, 
Bangalore. 

Philips Exhibition 

Philips had organised an 
exhibition in New Delhi 
from 22nd to 24th February, 
1982 with COMMUNICA¬ 
TION IN THE 8()’S as its 
theme. A number of Philips 
Companies from the IJK 
Australia, France, Sweden, 
West Germany and Holland 
participated in the exhibition 
displaying some of the latest 
developments that arc taking 
place in the telecommunica¬ 
tion field. 

Highlighting this exhibi¬ 
tion wav a model Containeris¬ 
ed Electronic Exchange 
which is very useful for remote 
installations. These containers 


are self-contained with 
their own air-conditioning 
and other facilities and are 
capable of operating unattend¬ 
ed over an extended period 
of time. Also displayed in 
the exhibition is the optical 
fibre cable and related trans¬ 
mission equipment, consider¬ 
ed to be the shape of things 
to conic in the transmission 
field especially with the advent 
of Digital Switching and 
Digital Transmission. It is 
expected that in the next two 
decades. thc*e technologies 
will find a major place in the 
telecommunication map of 
the world. 

Business communications 
and linking by computers itj 
different parts of the world 
has become almost common* 
place in the Western world. 
Non-voice communications is 
aho finding an important 
place in the exhibition with 
electronic teleprinters, word 
processors. Store & Forward 
Telex Switch and related peri¬ 
pheral equipment. 

Rural telephone systems, 
based on microwave and radio 
links arc being used increas¬ 
ingly. Systems of specific 
interest in this area are also 
on display. 


Readers’ Roundtable 

CPI aid CPM Unity 


Sir, CPI and CPM unity 
is only on paper as both want 
to maintain their separate 
identity. That CPM would 
not be invited at the CPI’s 
Varanasi Congress repeals 
the contention of CPI Gene¬ 
ral Secretary that the 12th 
CPI Congress (March 22 to 
28) would pave the way for 
restoring the pre-1964 position 
when there was only one Com¬ 
munist Party. It also refutes 
the CPM claim, made at 


Vijayawada Congress, that 
there were no differences bet¬ 
ween the two Communist 
parties on international issues, 
Similarly, it is incorrect to say. 
that difference between the 
CPI and the CPM on the" 
internal plank was marginal 
and limited to -seeking the 
cooperation of the Bharatiya 
Janata Party in regard to thd' 
anti-authoritarian progr amme 
K.L. Pori 
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! ABOUT OURSELVES 

EASTERN ECONOMIST is one of the most prestigious publications in our country, published 
from NEW DELHI. 

Almost 1,00,000 (hundred thousand) avid readers peruse this popular, highly influential 
economic and financial journal. 

Opinion leaders in different walks of life consider Eastern Economist as indispensable. 
For, It deals with the current economic and financial problems of the country as well as the world 
at large in a frank, forthright and incisive manner. 

As a keen and fearless champion of speedy economic growth for the country by means 
of bold and far-reaching measures, Eastern Economist has been truly and creditably serving the 
cause of rapid industrialisation and agricultural progress during the last thirty-eight years of its 
publication. 

Thus, in the world of Indian economic journalism, Eastern Economist has proved to be 
an outstanding and forward looking thinker and leader. It has stood steadfast to its conviction 
that political freedom will be a mockery unless accompanied by solid and sure economic 
development. By doing so, it has played a significant role in making the country growth-conscious. 
Through its uninhibited and vigorous comments and the wealth of economic data offered through 
its columns, it has educated the public at large. It has helped with its informed analysis and 
criticism the Central and State Governments, the Planning Commission and other official bodies. 
It has also been of great value to the expanding class of enlightened entrepreneurs to arrive at 
correct business decisions and execute them with expedition and efficiency. In short, Eastern 
Economist Is a valuable consultant and interpreter of the socio-economic revolution our country 
is passing through. 

Advertisement Tariff for Regular Issues only 

1 to 300 cms. (casual) Rs 14.00 per col. cm. 

301 cms. and over (contract) Rs 12.00 per col cm. 

Company meetings, company and public notices, balance sheets and prospectuses are charged 
at Rs 16.00 per col. cm. 

(Our Annual Number in December and Budget Number in March every year and other special 
supplements are governed by special rates). 
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Subscription Rates 

Single Copy Rs 3-00 


Annual 


Rs 150-00 


For enquiries write to : 

The Eastern Economist Ltd. 

HEAD OFFICE 

United Commercial Bank Bldg.. 

Sansad Marg, 

P.O. Box No. 34, Now Delhi-110001 

Grams : ‘RESEARCH’ * Phone : 389518 

OFFICES IN : BOMBAY—CALCUTTA-MADRAS-LONDON 
Representatives in : BANGALORE—HYDERABAD—JAIPUR—KANPUR 
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Current Statistics 


RECORDS 


AND 




STATISTICS 


Wholesale Price Movements 


(Major Group/Group 


Weight 
in rela¬ 
tion to 
‘All Com¬ 
modities’ 


Index Number of Wholesale Prices 
(Base : 1970-71 = 100) 
for the week ending 


Percentage Variation over 




30-1-82 23-1-82 2-1-82 5-12-81 31-1-81 
Latest A week 4 weeks 8 weeks A year 
week ago ago ago ago 


A 

week 


\ 

month 


Provisional 


Final 


Two A;-3 
months year-| 

: $ 


' ’X 1 


ALL 

, COMMODITIES 1 

1000.00 

278.4 

278.2 

278.5 

277.9 

265.4 

0.1 

Ncgl. 

0.2 

4.9 

I. 

Primary Articles 

416.67 

264.8 

265.0 

265.2 

262.9 

250.8 

( ~)0.1 

(~)0.2 

0.7 

5.6 , 


(a) Food Articles 

297.99 

237.2 

235.9 

236.8 

234.6 

218.2 

0.6 

0.2 

i.i 

8.7> 


(b) Non-food Articles 

106.21 

238.1 

240.4 

238.8 

235.8 

234.0 

C—>i.o 

<-xu 

1.0 

1.8 


(c) Minerals 

12.47 

1,152.3 

1,169.0 

1,169.0 

1,168.7 

1,171.9 

(---)!.4 

<-)> -4 

(-M.4 (- 


II. 

Fuel, Power, Light and Lubricants 

84.59 

437.5 

437.5 

437.5 

437,5 

386.8 

— 

— 

— 

13.1 

111. 

Manufactured Products 

498.74 

262.8 

262.3 

262.6 

263.4 

257.0 

0.2 

0.1 

(—>0.2 

2.3 } 


(a) Food Products 

(b) Beverages, Tobacco and 

133.22 

264.5 

265.9 

268.8 

269.2 

295.2 

(—)0.5 

(—)1,6 

(—)1.7 

10.4 


Tobacco Products 

27.08 

219.1 

219.1 

219.0 

219.0 

214.2 

— 

Negl. 

Negl. 

2.3 


(c) Textiles 

110.26 

223.4 

223.6 

223.2 

223.0 

215.5 

(-)o.i 

0.1 

0.2 

3.7.v' 


(d) Paper and Paper Products 

8.51 

289.7 

289.7 

289.7 

279.6 

267.8 

— 

— 

3.6 

8.2 :; ' 


(e) Leather and Leather Products 

3.85 

361.6 

361.6 

357.9 

366.2 

387.0 

— 

1.0 I 

(-)1.3 (- 

-)6.6i; 


(f) Rubber and Rubber Products 

(g) Chemical and Chemical 

12.07 

290.8 

290.8 

290.8 

290.8 

255.2 

— 

— 

-- 

13.9/ * 

‘'i 


Products 

55.48 

264.3 

264.4 

262.6 

262.4 

251.0 

Ncgl. 

0.6 

0.7 

5.3,;/ 


(h) Non-metallic Mineral Products 

(i) Basic Metals, Alloys and Metal 

: 14.15 

316.1 

316.1 

313.9 

314.2 

289.2 

— 

0.7 

0.6 

’• J | 


Products 

(j) Machinery and Transport 

59.74 

320.6 

312.9 

312.6 

319.2 

271.3 

2.5 

2.6 

0.4 

18.2 > 


Equipment 

67.18 

266.3 

266.2 

266.2 

266.1 

245.9 

Negl. 

Negl. 

0.1 

«.*:i 


(k) Miscellaneous Products 

7.20 

241.1 

241.1 

241.1 

241.1 

236.8 

— 

— 

. — 

«.t| 


Negl.=*-Less than ± 0.0S par cent. Source 
sahsrn acoNouvr 


Office of the Economic Adviser, Ministry of Industry, Government of India. 
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Year/Month 


For Industrial Workers 


For Urban Non-manual Employees 


All-India* Bombay 

Calcutta 

Delhi 

Madras 

All-India** Bombay 

Calcutta 

Delhi- 
New Delhi 

Madras 

1975-76 

313 

300 

287 

333 

314 

277 

246 

243 

273 

306 

1976-77 

301 

298 

297 

332 

288 

277 

255 

251 

274 

294 

1977-78 

324 

318 

320 

358 

311 

296 

269 

265 

288 

311 

1978-79 

331 

325 

331 

368 

318 

306 

285 

279 

303 

321 

1979-80 

360 

359 

351 

389 

350 

330 

315 

297 

321 

350 

1980-81 

401 

400 

382 

426 

388 

369 

347 

331 

352 

390 

December, 1980 

408 

408 

379 

430 

404 

376 

353 

341 

355 

405 

January, 1981 

411 

409 

379 

434 

403 

378 

352 

339 

359 

405 

February, 1981 

418 

420 

384 

434 

409 

382 

357 

343 

361 

411 

, March, 1981 

420 

423 

385 

438 

410 

385 

359 

345 

367 

412 

April, 1981 

427 

435 

397 

448 

412 

391 

372 

348 

372 

414 

May, 1981 

433 

442 

399 

453 

420 

396 

377 

353 

377 

420 

June, 1981 

439 

450 

406 

461 

428 

401 

380 

358 

383 

426 

July, 1981 

447 

459 

408 

476 

452 

411 

387 

364 

397 

434 

August, 1981 

454 

462 

412 

480 

457 

417 

394 

368 

408 

440 

September, 1981 

456 

458 

423 

480 

455 

418 

396 

372 

403 

441 

October, 1981 

460 

466 

429 

481 

454 

420 

400 

376 

402 

445 

November, 1981 

462 

470 

426 

480 

463 

421 

401 

375 

401 

450 

December, 1980 

460 

469 

. 426 

474 

461 

420 

401 

374 

398 

450 


♦Based on indices of 50 centres. **Bascd on indices of 45 centres. 

Sources : Labour Bureau (Ministry of Labour), Government of India and CSO, Ministry of Planning, Government of India. 


Year/Month 


Index Numbers of Industrial Production: 1975*1981 

(Monthly Averages or Calendar Months) 

Source Classification Use-based Classification 41 


(Base: 1970 - 100) 

Input-based Classification* Sectoral 
Indicators* 



General Mining 
Index and 

Manu¬ 

facturing 

Electri¬ 

city 

Basic 

Indus¬ 

tries 

Capital 

Goods 

Indus¬ 

tries 

Inter¬ 

mediate 

Indus¬ 

tries 

Consumer Goods 
Industries 

Agro- 

based 

Indus¬ 

tries 

Metal- 

based 

Indus¬ 

tries 

Chemi¬ 

cal- 

based 

Indus¬ 

tries 

Trans- Energy 
port Out- 
Equip- put© 
meat & 

Allied 

Industries 


Vt-Tuac; 

quar¬ 

rying 



Total 

Durable 

Goods 

Non¬ 

durable 

Goods 

Weight 

100-00 

9*69 

81*08 

9*23 

32*28 

15*28 

20*95 

31 *52 

3*41 

28*11 

33 *68 

21 *93 

12*86 

10*79 

18*51 

1975 

1976 

1977 

119 2 

127*9 

116-0 

138 *6 

129*0 

130-1 

113*7 

107 *4 

106 *0 

107*6 

106*1 

123*1 

128*9 

116*1 

132*0 

133-7 

136*8 

130-3 

160-3 

147*5 

143*8 

122*2 

118*4 

120*0 

118*2 

112*2 

135*4 

15J *0 

132 *6 

146-6 

138 3 

139 -9 

135-1 

165 *4 

155-0 

151 *7 

125 *8 

126*0 

137 *0 

124-6 

114-8 

144*8 

161*4 

130-9 

151-4 

1978 

1979 

1980 

April. 1981 

May, 1981 

June, 1981 

147-8 

142*2 

144-4 

183 *6 

162 -4 

156-8 

135 *8 

138 -3 

147-9 

137*1 

124-5 

154*3 

177*8 

132*0 

163*1 

149-5 

148*5 

144*6 

193 *0 

166*2 

161 *0 

139*6 

135 *3 

156 *8 

132-7 

121 -6 

157*7 

183*2 

134-6 

171-6 

ISO 6 

144*2 

146*1 

197 -3 

164 6 

168 -4 

140-7 

135.9 

162 3 

132 *7 

125-3 

162*2 

178-8 

136 6 

171 *0 

156 5 

160-0 

149 0 

219*1 

180*7 

160 4 

143 7 

144*2 

1629 

137 4 

126-8 

158 0 

190-7 

136-5 

188 *9 

156 . 0 

160-0 

147 *9 

223 0 

184-1 

162 8 

146 -3 

131 *5 

157 -7 

128 *3 

124-9 

158*2 

186 4 

142-2 

193-4 

158.9 

160 0 

152 5 

213 9 

182-8 

164 *6 

143*3 

138-3 

164*3 

135*2 

126-9 

160*3 

194-7 

147-6 

190-6 

July, 1981 

August, 1981 
September, 1981 
October 1981 
November, 1981 

163*5 

158-0 

157*9 

219-0 

180*7 

180 6 

149-5 

146*9 

162*6 

145*0 

134-9 

171 *8 

203-5 

157-2 

193-0 

161.5 

163*2 

162 5 
168 6 

151.0 

159.0 

165.0 

156.0 

157.0 

154.9 

224.4 
222.1 

226.4 

184.0 

178.1 

149.8 

140-8 

152-7 

139.4 

130-9 

168.6 

206.5 

152.8 

192.5 

A year agot 

153 8 

143-0 

145*2 

212*3 

161 *3 

158*9 

144*8 

133 *3 

155*0 

130*7 

125-1 

153 *4 

183 *9 

131*5 

168-3 


Note -.—Figures for the last three months are provisional and generally suj^ect to revision. *Dcrived series (R.BX Classification). Revisions are carried 
‘V ‘ out j n t h e group indices as and when advised by the C.S.O. ©Consists of coal and lignite, petroleum crude and products, and electricity, 

jr, tFiaures in this row relate to that month in the previous year corresponding to the latest month for whi& data are presented 
£!, OrighuriSooree: Central Statistical Organisation. 
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(bw and Banking Departments Combined) 


(Rs. Crorei) 


L LIABILITIES Total ASSETS 

- - — — — — ■ - -. Liabih- —.. . . . 


As on last Friday/ 

Notes 


Deposits 


Other 

ties/ 

Foreign 

Gold Govern- 

Loans and Advances 

Bills 

Invest- 

Other 

Friday 

in 

Circula¬ 

tion 

Total 

Of 1 
Central 
and 
State 
Govern¬ 
ments 

vhich _ 

Scheduled 

Commer¬ 

cial 

Banks 

Liabili¬ 

ties 

Assets 
1+2+3 
« Total 
Stoll 

Exchange Coin 
Assets 1 and 

Bullion 

men! 

of India Total 
Rupee 
Securities 

Of which rur- meats 

State Sche- ctosed 

Govern- duied “ nd 

meats* Com- Da- 

mental count * d 

Banks 

Asaete* 


to 

(2) 

(2a) 

(2b) 

<» 

(4) 

(5) 

(6) 

(7) 

(8) 

(8a) 

(8b) 

W 

(10) 

00 ' 

1977-78 

8,602 

6,287 

2,771 

1,674 

2,927 

17,816 

3,889 

193 

6,645 

2,106 

402 

331 

2,809 

1.077 

1,096 

1978-79 

10,267 

4,876 

723 

2,634 

3,222 

18^65 

4,655 

219 

7,366 

2,352 

170 

546 

1,675 

852 

1.246 

1979-80 

11,820 

5,863 

710 

3.634 

4,169 

21,852 

4,782 

225 

8,891 

2,780 

191 

739 

2,516 

1,255 

1,404 

1980-81 

13,733 

6,520 

789 

4,092 

5,108 

25,361 

4,320 

226 

11,110 

3,504 

599 

589 

3,162 

1,593 

1,4461 

August, 1981 

13,586 

8,798 

2,532 

4,547 

5,251 

27,635 

3,436 

226 

11,360 

3,445 

697 

562 

4,980 

2,023 

2,164 

September, 1981 

13,545 

6,974 

799 

4,709 

5,376 

25,895 

3,319 

226 

11,315 

7,630 

762 

586 

4,217 

1,880 

1,288 

October, 1981 

14,350 

6,277 

60 

4,750 

5,669 

26396 

3,244 

226 

15,648* 

4,123 

1,129 

625 

1,406 

370** 

1,280 

| November, 1981 

14,102 

6.087 

78 

4,584 

5,808 

25,997 

3,121 

226 

15,298* 

4,111 

1,137 

572 

1,650 

323** 

1,269 

^December, 1981 

14,112 

6,426 

70 

4,567 

5,916 

26,454 

3,276 

226 

15,249* 

4,407 

1,235 

622 

1,659 

333** 

1,302 

January 1,1982 

14,013 

6,568 

416 

4,398 

5,984 

26,565 

3,139 

226 

15,379* 

4,497 

1,254 

614 

1,585 

328** 

1.4)3 

January 8, 1982 

14,245 

6,404 

72 

4,590 

6,063 

26.713 

3,042 

226 

15,296* 

4,652 

1,378 

661 

1,819 

328** 

1,3)1 

January 15, 1982 

14,415 

6,896 

233 

4,627 

6,078 

27,389 

3,384 

226 

14,662* 

4.888 

1,570 

669 

2,577 

329** 

1,323 

January 22,1982 

14,329 

6,711 

68 

4,589 

6,149 

27,189 

3,375 

226 

14,402* 

4.802 

1,489 

650 

2,737 

329** 

1,138 

January 29, 1982 

14,267 

6,815 

67 

4,665 

6,118 

27,201 

3 283 

226 

14,242* 

4,902 

1,555 

682 

2,903 

329** 

1,318 

A year ago 

13,067 

6,169 

980 

3,757 

4,852 

24,095 

4,480 

226 

11,052* 

3,142 

445 

516 

3,321 

374** 

1,30! 


1 Foreign securities plus balances held abroad The latter includes cash, short lerro securities and fixed deposits. 1 Including temporary overdraft! < 
* Including rupee coins and Government of India one rupee notes * Including ad-hoc treasury bills. M Includes investments in foreign shares/bondd N 


but excludes those in rupee securities. 


All Scheduled Commercial Banks-Business in India : 1977-78 to 1981-82 

(Amounts in R$. Ciores) 




Deposits 

Borrow- 

Cash in hand and 

Investments 

Bank Credit 4 

Select Ratios (in per cant) 

As on last Friday/ 




mgs 

00 












Friday 

Demand 

Time 

Agere- 

from 

Reserve Bank 2 

Govern- 

Other 

Total 

Total 

Of which 

Cash 

Invest- 

Credit 

Food 




gate Reserve 



— 

■ meat 

Ap- 

(4a f 4b) 


Food 

to 

ment 

to 

CtwUt 



(la h lb) 

Bank 1 

Cash Balances Total 

Securi- 

proved 



Credit 

Deposit 

to 

Deposit 

to 

[ 





m 

with 

3a t 3b 

tics 8 

Securi- 





Deposit 


Total 






hand 

Reserve 



ties 







Bank , 







Bank 2 










Credit 


(la) 

(lb) 

«)- 

(2) 

(3a) 

(3b) 

(3) 

(ta) 

■2 

$ 

W 

(4) 

(5) 

(Sa) 

(6) 

(7) 

(8) 

w 

1977-78 

4,872 

17,340 

22,212 

331 

469 

1,674 

2.143 

5,907 

1,990 

7,897 

14,939 

1,984 

9-65 

35*55 

67*26 

13*28 

1978-79 

5,826 

21,190 

27,016 

546 

557 

2,634 

3,191 

6,621 

2,488 

9,109 

17,795 

2,210 

11*81 

33*72 

65 *87 

12-42 

1979-80 

6,643 

25,116 

31,799 

739 

616 

3,634 

4,250 

7,444 

3,181 

10,624 

21,537 

2,100 

13 -38 

33 *45 

67*81 

9 -7J , 

1980-81 

7,856 

29,991 

37,847 

589 

756 

4,092 

4,848 

9,079 

4.112 

13,190 

25,270 

1,759 

12*81 

34*85 

66-77 

6*96 

August, 1981 

8,105 

33.016 

41,121 

562 

846 

4,543 

5,389 

10,575 

4,386 

14,961 

26,795 

2,022 

1311 

36 38 

65 *16 

7-JS 

September, 1981 

8,048 

33,448 

41,496 

586 

816 

4,709 

5.5Z5 

10,281 

4.527 

14,807 

27,063 

1,875 

13 31 

35 68 

65 *22 

«•» 

October, 1981 

8,275 

33,690 

41,96$ 

625 

866 

4,750 

5,616 

10,077 

4,668 

14,745 

27,854 

1,019 

13 38 

35*14 

66*37 

6*9 

November, 1981 

8.311 

33,981 

42,291 

572 

863 

4.584 

5,447 

10,486 

4,761 

15.247 

28,128 

2.990 

12 88 

36 05 

66 51 

7 43 

December, 1981 

8,886 

34,546 

43,432 

622 

859 

4,567 

5,426 

10,082 

4,796 

14,878 

29,081 

2,304 

12*49 

34 *26 

66*96 

7-92 

January 1,1982 

9,114 

34,840 

43,954 

614 

904 

4,398 

5,302 

10,197 

4.818 

15,015 

29,567 

2,423 

12 06 

34*16 

67 *27 

8-1* 

January 8, 1982 

9,108 

34,807 

43,915 

651 

895 

4,590 

5,485 

10,135 

4,831 

14,967 

29,602 

2,408 

12*49 

34*08 

67*41 

8 -ll' 1 

January 15, 1982 

8,751 

34,773 

43,524 

669 

872 

4,62 7 

5,499 

10,015 

4,869 

14,883 

29.688 

2,437 

12 63 

34*20 

68 21 

8-21 

January 22, 1982 

8,686 

34,760 

43,447 

650 

842 

4,589 

5,430 

9,987 

4,840 

14,827 

29,726 

2,466 

12 50 

34 13 

68 *42 

8 30 

January 29, 1982 

8,666 

34,693 

43,359 

682 

850 

4,665 

5,515 

9,929 

4,899 

14,828 

2,9704 

2,433 

12 72 

34 20 

68 *51 

8- 

February 7,1982 

8,512 

34,744 

43^56 

678 

854 

4,204 

5,057 

9,952 

4,926 

14,878 

29,778 

2,453 

11 69 

3440 

68 84 

8-2*. 

A year ago 

7,289 

29,725 

37,014 

522 

725 

4,031 

4,756 

9,139 

3,922 

13,062 

24,609 

2,031 

12*85 

35 29 

66*49 

8-23 , 


1 As available in the Reserve Bank records. 2 As per the statement of affairs of the Reserve Bank of India. 8 At book value; indudipg 
treasury bills and treasury deposit receipts* etc. 4 Effeclive July 27, 1979, the data are inclusive of all participation certificates (PCs) issued by 
rrtwduH commercial banks, i.e. to other banks and financial institution*. Prior to this date, the data were inclusive of PCs issued to bank* 
ant) and not to financial institutions . 
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As on last Friday/Friday 


1 ftlflirr Miiiiiti' ■' 


Time T&tei 

M 3 Deposits M 8 Post M« 

(3+4) with (3+6) Office (7+g) 

Banks Deposits 

Notes in Demand Deposits 

Circulation Deposits 

with Banks 


Currency with Deposit Money Post 

the Public of the Public Mi Office 

- - (1+2) Savings 

Total Of which Total Of which Bank 




(1) 

(la) 

(2) 

(2a) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

1977-78 

8,631 

8,631 

5,757 

5,687 

14,388 

1,677 

16,065 

18,518 

32,906 

4,130 

37,036 

1978-79 

10,220 

10,212 

7,009 

6,843 

17,229 

1,850 

19,079 

22,632 

39,861 

4,777 

44,638 

1979-80 

11,699 

11,789 

8,248 

7,857 

19,947 

2,036 

21,983 

26,845 

46,792 

5,658 

52,450 

. 1980-81 

13,461 

13,688 

9,807 

9,396 

23,268 

2,238 

25,506 

32,046 

55,314 

6,512 

61,826 

April, 1981 

13,856 

14,055 

9,668 

9,403 

23,524 

2,191 

25,715 

32,841 

56,365 

6,500 

62,865 

May, 1981 

14,051 

14,342 

9,679 

9,519 

23,730 

2,157 

25,887 

33,502 

57,232 

6,520 

63,752 

June, 1981 

13,976 

14,393 

9,918 

9,796 

23,895 

2,145 

26,040 

34,251 

58,146 

6,530 

64,676 

July, 1981 

14,080 

14,402 

9,933 

9,746 

24,013 

2,149 

26,162 

34,878 

58,891 

6,562 

65,453 

August, 1981 

13,217 

13.543 

9,975 

9,771 

23,192 

2,157 

25,349 

35,287 

58,479 

6,660 

65,139 

September, 1981 

13,206 

13,502 

9,879 

9,714 

23,085 

2,163 

25,248 

35,720 

58,805 

6,726 

65,531 

October, 1981 

13,940 


10,136 

9,915 

24,076 



36,027 

60,103 



November, 1981 

13,716 


10,100 

9,965 

23,816 



36,243 

60,059 



December, 1981 

13,730 


10,736 

10,532 

24,466 



36,802 

61,268 



January 1, 1982 

13,594 


10,928 

10,759 

24,522 



37,084 

61,606 



January 8, 1982 

13,835 


10,936 

10,878 

24,771 



37,039 

61,810 



January IS, 1982 

14,029 


10,553 

10,417 

24,582 



36,958 

61,580 



January 22, 1982 

13,987 


10,418 

10,259 

24,405 



36,958 

61,363 



A year ago 

12,874 


8,673 

8,554 

21,547 



31,781 

53,328 




Sources of Change in M, 


(Rs. Croros) 


As on last Friday/ Net Bank Credit to Bank Credit to Net Foreign Exchange Govern- Banking Sector's Net 

Friday Government Commercial Sector* Assets of Banking Sector ment’s Non-monetary Liabilities 

-Currency (Other than Time Deposits) M, 

RBI’s Other Total RBI’s Other Total RBI’s Other Total Liabilities-(1+2 

Net Banks* (la +1 b) Credit Banks’ (2a 4 2b) Banks* (3a 4 3b) to the of RBI Residual Total 3+4 

Credit Credit Credit Public (5a+5b) —5) 



(la) 

(lb) 

0) 

(2a) 

(2b) 

(2) 

(3a) 

(3b) 

(3) 

(4) 

(5a) 

(5b) 

(5) 

(6) 

1979-80 

12,405 

7,696 

20,101 

1,546 

29,086 

30,630 

5,388 

—93 

5,295 

592 

4,558 

5,268 

9,826 

46,792 

1980-81 

16,443 

9,363 

25,806 

1,700 

34,621 

36,320 

4,775 

—93 

4,682 

609 

5,362 

6,741 

12,103 

55314 

April, 1981 

16,000 

10,515 

26,515 

1,709 

34,951 

36,660 

4,607 

*47 

4,560 

611 

4,993 

6,988 

11,981 

56365 

May, 1981 

16,496 

10,395 

26,890 

1,689 

35,466 

37,155 

4,496 

—47 

4,449 

615 

4,996 

6,881 

11,877 

57332 

June, 1981 

17,278 

10,282 

27,560 

1,689 

35,907 

37,596 

4,248 

—47 

4,200 

618 

5,107 

6,721 

11,828 

58,146 

July, 1981 

17,462 

10,890 

28,352 

1,764 

36,342 

38,107 

4,248 

-47 

4,200 

616 

4,777 

7,607 

12384 

58,891 

August, 1981 

16,195 

10,898 

27,093 

1,758 

36,416 

38,174 

3,716 

* -47 

3,668 

615 

4,367 

6,704 

11,071 

58,479 

September, 1981 

17,054 

10,604 

27,658 

1,784 

36,825 

38,609 

3,607 

■ -47 

3,560 

615 

5,152 

6,485 

11,637 

58,805 

October, 1981 

18,134 

10,401 

28,535 

1,775 

37,811 

39,585 



3,495 

622 

5,442 

6,693 

12,135 

60,103 

November, 1981 

18,017 

10,808 

28,825 

1,801 

38,081 

39,882 



3,326 

614 

5,587 

7,001 

12,588 

60,059 

December, 1981 

18,082 

10,403 

28,485 

1,872 

39,118 

40,990 



3,191 

614 

5,654 

6,358 

12,012 

61368 

January 1, 1982 

17,811 

10,519 

28,330 

1,894 

39,655 

41,549 



3,048 

622 

5,614 

6,329 

11,943 

61306 

January 8, 1982 

18,429 

10,556 

28,885 

1,894 

39,742 

41,636 



2,952 

622 

5,755 

6,530 

12,285 

61,810 

January 15,1982 

18,585 

10,335 

28,920 

1,902 

39,897 

41,799 



2,994 

622 

5,807 

6,948 

12,755 

61,580 

January 22, 1982 

18,570 

10,296 

28,866 

1,910 

39,889 

*41,799 



2,986 

622 

5,882 

7,028 

12,910 

61,363 

A year ago 

14,012 

9,854 

23,866 

1.625 

33,418 

35,043 



4,729 

607 

4,479 

6,438 

10,917 

53328 


*lndude$ public sector enterprises. 
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For Requirements 

oj 

SODIUM SULPHATE 

(Anhydrous Quality) 


Please Contact: 


THE GWALIOR RAVOH SILK UFO (WTO) CO. LTD. 


(Staple Fibre Division) 

Birlakootam — Mavoor — Kozhikode 
KERALA - 673 661 


Gram: STAPLE 


Telex : 0854-241 


Telephone: Calicut 76041 
76042 
Mavoor 76 


Registered Office: 

Birlagram, Nagda (M.P.) 


Printed and Published by R>P Ag&rwal on behalf of tie Listcrn Economist Ltd , United Commercial Bank Building, 
Parliament Street. New Delhi, at the New India Press, K-Block, Connaught Circus, New Delhi. 

ehMiiiiuilkili fi. Altar 


RflPftmd at the OPO, Lottfon 
u a nmpaper 


with the Registrar of Newspaper* of !Wia iaier jwo. 


#* mm m* ja tf : jm 

WrlE ■*■VV ALj 

ATU L* offers a wide range 
which meets rigid specifications f 
and is available at 
a reasonable price and 
delivery schedule. 

Why settle for less? \r 


Downstream industries can 
rely on Atul for Chemicals V/%2^ 
which aie vital to the manufacture 
of several products of daily use.\ u j 

The Atul range of Chemicals includes: \ 

Sulphuric Acid, Chlorosulphonic^g; 
Acid, Oleum 25% & 60%, >5 
Hydrochloric Acid 30%, Caustic ^ 
Soda Lye (Rayon Grade), Caustic ^ 
Soda Flakes (Rayon Grade), 
Potassium Hydroxide Flakes, Chlorine, 
Phosgene, Methylchlorpformate, ^ 
Ethylchlorofornjate, 
Phosphoroustfichloride,^?^^ 
Sodium Thiosulphate (Hypo) / 
Crystals and Powder and 
2:4 Dichlorophenol. 


Agents all over India. 


Fc r yout requirements please contact 
Marketing Department 


ATUL™ 


Wp/ PRODUCTS LTD. 

/nefia's giant chemical complex 
P C A<u l, ^ VtlMd-386020 

Tel 91 Gam "ftl|>"Atul. 

Telex 0173 2)2 “ATUL IN" 


•Adrolt-Bt 










Building Citizens of Tomorrow 

With a student population of!3.I6 lakhs, Delhi is an important Educational Centre of the country. 
Delhi Administration is today not only meeting the educational meeds of about 25,000 additional students 
cvety year hut is also taking adequate steps towards bringing about qualitative improvement and making 
education an effective instrument for building better and useful citizens of tomorrow. In the Sixth Plan an 
outlay of Rs 45 53 crorcs has been proposed. The actual expenditui e in 1980-81 was of the order of Rs. 11.84 
croics whcieas fheanticipatded expenditure for 1981-82 is Rs 13.39 crores. For 1982-83 outlay of Rs 20.88 
crorcs has been approved. 

SOME SALIENT ACHIEVEMENTS IN 1981-82 

Expansion of Schooling at Middle and Secondary Level 

To meet the educational needs of25,000 new entrants, 280 new sections weic added to the existing 14,522 
sections by opening of 8 middle schools, bifuicating 7 and upgrading 14 schools. At present, besides 191 
Government aided schools, there arc 696 Government Schools. 

Non-Eormal and Adult Education to Meet the Needs of Poor Sections 

Twcntyiivc new centres of non-foimal education weie opened lor chiJdicn in the age gioup of 8-14 who 
cannot attend rcgulai schools; 10,000 students are receiving education upto I2thclass through correspon¬ 
dence coures being i un by the Administration About 30,000 adults attended at 1,300 Adult Litciacy 
Centres. Besides, 12 adult evening schools piovided schooling upto high school level to adult students who 
aic working. 

More Facilities & Incentives to Students from Hartfan/Backvvard Community 
Six thousand students wei c provided free school uniforms, 90,000 received lice text books, 1200 weic given 
remedial special coaching, 1,800 gills in rural areas wcic piovided free tianspoit. all liar i jan students cn 
joyed i reeship and Scholarship were piovided to students who excelled in studies oi sports. 

Making Education Socially Useful 

Besides the regular streams of Humanities, Science and Ct mmercc available to students, vocational 
streams in 16 schools are being lun. Agnculture has been mlroduccd as a subject in some of the schools in 
luial aicas while Woik Experience is a must for all students. Science has been introduced from Primary 
classes onwaids. 

Qualitative Improvement 

Measures like mscrvice teacheis training and rc-oncntation couiscs, setting up of a State Educational 
Research and Training Institute and 4 Science Centres, expansion of Laboratoiy and Libraiy facilities, 
stricter and bcttci supervision etc., have gone along wav towaids qualitative impiovement of education in 
Delhi Schools. 

Spurt to Sports and Cultural Activities 

Spoi Is are being encouraged in all the schools. Physical Lducation teachers jnd coaches have been ap¬ 
pointed and facilities of sports-gear, playgiounds and swimming pools have been provided. Tluce big 
spoits complexes aie ncanng completion. 

LET US ALL BE PARTNERS IN THE TASK OF BUILDING CITIZENS OF TOMORROW 

•1 # Issued by 

& The Directorate off Information & Publicity, 


Delhi Administration. 


L_ 
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The Economic Survey for 1981-82has 
estimated that exports would total 
Rs 7,700 crores and imports Rs 13,200 
crores, thereby leaving a trade deficit of 
Rs 5,500 crores this year. 

The pound sterling became cheaper 
by lOpaise following the Reserve Bank’s 
upvaluation of the rupee by 0.95 per 
cent. RBI has fixed a new middle rate 
at Rs 17 against the earlier rate of 
Rs 17.10 per pound. 

^February 25 

A new agreement on rail communica¬ 
tion between India and Pakistan was 
signed in New Delhi. The new agree- 
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ment provides for continuing the exist¬ 
ing express tiain services between 
Amritsar and Lahore with first class and 
second class. 

President Daniel Arap JVloi ordered a 
sweeping reshuffle of his Government 
that saw major changes in virtually 
every echelon of power. 

President Leonid Brezhnev has affir¬ 
med the Soviet Union’s readiness to 
•‘continue at any moment” talks with 
the United States on demilitarisation of 
the Indian Ocean. 

February 26 

The United States Government had 
“evidence” that arms supplied by it to 

553 


Pakistan would not be “misused” 
against India, stated Mr Harry G. Barnes, 
the American Ambassador to India, 

The official wholesale price Index 
remained steady for the second week and 
stood at 277.7 points (provisional) during 
the week ended February 13, from 277.9 
j the week before. 

February 27 

The Union Finance Minister, Mr 
Prana b Mukherjee, presented his 
maiden budget mopping up an addi¬ 
tional revenue ofRs 583.58 crores and 
yet offering a series of reliefs to middle- 
income groups as well as incentives for 
corporate investment, production and 
exports. 

Under the new cement policy announ¬ 
ced by Government the existing cement' 
units shall be required to give up to 
two-thirds of their installed capacity as 
levy cement at controlled price. 

February 28 

As many as 32 Ministers were sworn 
in at Raj Bhawan by Andhra Pradesh . 
Governor, Mr K.C. Abraham. 

March 1 

The pound sterling become cheaper 
by 15 paisc. The RBI has fixed a new 
middle rate at Rs 16.85 per pound 
against the earlier rate of Rs 17 per 
pound. 

Experts of the Group of 77 begun a 

four-day conference in Baghdad to tackle 
the problem of inflation in the Third 
World. 

March 2 

The Finance Minister, Mr Pranab 
Mukherjee, assured the Rajya Sabha 
that the Government would, within the 
fiamework of its selective credit policy, 
ensure that the priority sector, including 
agriculture and sugar industry, was-aot 
denied its credit requirements. 

The Union Finance Ministry has 
finalised the list of electronic items 
which have been allowed import duty 
concessions in the Budget for 1982-83. 
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Budget—Tandoori Chop Suey 


It is impossible to sum up the budget in one sentence, as it 
docs not seem to have a uniform philosophy or style. It is an 
uncomfortable mixture of assorted ideas and objective*, all 
jumbled up and served in the hope that it will please every¬ 
body. In practice, such an offering may end up by pleasing 
nobody. Tarts of the budget suggest a shift to the left, others 
a shift to the right, fn part it is a public sector budget, but it 
tries in many areas to be a private sector budget. It is indeed a 
curious mixture to serve up on budget day-- it is, to use a culi¬ 
nary metaphor, rather like tandoori chop suey. It will enthuse 
neither those who like Mughlai food nor those who like the 
Chinese variety. 

What a change it is from Mr R. Venkataraman's style. Mr 
Mukhcrjee is not the consummate public relations man that 
his predecessor was, nor docs he seem to have the same clarity 
of vision. His budget has been received with a fair number 
of hisses and boos, unlike the applause that greeted Mr Vcn- 
kataraman’s efforts. Neither the hisses nor the boos earlier 
can be described as fully merited. There are indeed a few' things 
to boo at in the budget, but many things to cheer at too. 

An outstanding feature of the budget is that it has proxided 
for an Annual Plan increase of 27 percent for the Centre, even 
while shrinking the budgetary deficit from Rs 1,700 crorcs 
to Rs 1,365 crorcs. This is doubtless intended as a rejoinder 
to those -like Eastern Economist- - who declared some months 
ago that the Sixth Plan had been killed. But such declarations 
were based on an official briefing by the Prime Minister's 
spokesman, no Jess, that financial constraints and defence 
needs meant that there would not be sufficient cash to meet 
the needs of sectors other than oil and power. Perhaps the 
Government itself changed its view , and decided on a draco¬ 
nian amount of resource mobilisation to keep the Plan alive. 

One reason for this could be that the Government wanted 
to guard its flanks against those who would be quick to scent 
an IMF hand behind the budget. The IMF is (somewhat un¬ 
fairly) imagined to be in favour o r cutting public investment/ 
and many critics have seen the IMF loan as a sell-out to the 
private sector. But the budget goes emphatically in the opposite 
direction. It is firs and foremost a public sector budget, aiming 


at increased Plan spending and i ppropriating a much bigger 
chunk of total savings. This will almost certainly be at the ex- 
pense of the private sector. In theory, it is possible to push up 
savings sufficiently fast to satisfy both sectors. Inpiactice, the 
latter is likely to lose out, which is why stock irmrkets have 
reacted adversely to the budget. 

The public sector philosophy is not the only evidence of a 
shift in style. Where Mr Venkataraman believed in cutting tax 
rates, Mr Mukherjee has sought to establish his socialist cre¬ 
dentials by raising them by 2.5 percent in the slabs between 
Rs 60,000 and Rs 70,000 and again between Rs 85,000 and 
Rs 100,000. Mr Mukherjee's socialistic measure will bring 
in only Rs 3.24 crores in a full year. By contrast, 
Mr Venkataraman’s tax cutting budget last year yielded an 
actual income tax revenue of Rs 1,520 crores against the 
budget estimate of Rs 1,444 crores. The new approach on 
income tax is perhaps meant to convince people that the IMF 
has not thrust a rich man’s budget down our throats. If so it 
the IMF loan has begun to have perverse effects. 

However, there is no clear sw'cep to the left in this muddled 
budget. There are a few lollipops too for the corporate sector. 
The exemption of dividends and sirnilai earnings from income 
lax has been raised from Rs 3,000 to Rs 4,000 per year, with 
the additional exemption on Unit Trust dividends rising from 
Rs 2,000 to Rs 3,000. This should stimulate investment in 
shares, directly as well as indirectly, through the Unit Trust. 
The income tax exemption for investment in shares of new 
companies is available for investments up to Rs 20,000 instead 
of Rs 10,000. The decision to stop deduction of tax at source 
on dividends will unquestionably lead to benami investments 
in shares which will lower tax revenue but stimulate the pur¬ 
chase of shares. The tax exemption for inter-corporate divi¬ 
dends has been extended to new industries. Thirty percent 
depreciation has been granted to energy-saving and pollution- 
minimising equipment. Cement, huriah, has been decont¬ 
rolled partially. f 

But at the end of it all, this adds up to a quite inadequate 
ration of lollipops. The corporate sector has been squeezed for 
a long time by rising capital costs, with depreciation proving 
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r^eplku^xng worn-but equijimcnt. 
There is now a fresh squeeze on all types of credit, from over¬ 
drafts to term finance. The budget remains absolutely silent 
N on the need for rectifying this state of affairs. Now that infla¬ 
tion has been curbed and the budgetary deficit is down, and 
the Reserve Bank is indulging in overkill on IMF monetary 
ceilings, demand resistance has set in (and profit margins are 
shrinking) in a wide range of industries. It cannot be called an 
overall recession, as demand remains buoyant for several 
other industries, but those in trouble are not condoled by the 
good fortune of their brethren. 


( 


At the traditional post-budget briefing, an official spokes¬ 
man noted that last year’s decision to r ’ise debenture rates and 
encourage convertible bonds had brought a bonanza to the 
private sector, which was now able to tap new funds. This is 
no doubt true, and the capital market is believed to have rais¬ 
ed Rs 500crores in 1981. But it does not take a microscope to 
realise that the boom is running out of steam. The excess 
liquidity that once characterised the market has already been 
soaked up by large issues, the black bonds, and the locking up 
of funds in issues where refunds have yet to take place. The 
new tax-free bonds floated by the Government are expected to 
soak up Rs 250crores. Thus it is far fromclear that companies 
will be able to raiseas much as they need from the market. The 
Government is studying an expert committee report on deben¬ 
tures. One obvious reform would be for the Government to 
permit companies offer any rate they wanted for debentures 
and fixed deposits. There has never been any good reason for 
the Government to control these rates. Such control has onl> 
deprived savers of a good return and companies of the funds 
they need. 


The r e are two distinct areas of corporate cheer created by 
the budget. One is the long-awaited dual pricing for cement. 
The decision to introduce cement imports for actual users will 
1 put a ceiling on the open market rate of around Rs 55 per 
bag, a margin too small for Antulays to make cement big 
business. The excise and customs duties have quite reasonably 
been inci eased to reflect the opportunity cost of cement. With 
the new rules, it is to be hoped that India will be an exporter 
of cement within five years. The export sector has been treated 
generously by Mr Mukherjee, and with good reason. In effect 
Mr Mukherjee has extended all the main concessions available 
for cent per cent export unit* to those exporting 75 per cent 
of their output. And this immediately makes ? host of export- 
oriented industries profitable. One can confidently expect a 
surge of investment in the export sector now. An interesting 
innovation is the tax relief for exporters pushing up foreign 
sales by more than 10 per cent per year. A quarter of the pro¬ 
fits of construction companies on projects abroad will be tax 
exempt, a worthwhile incentive for a sector that has done very 
well in recent years. There is tax exemption from the interest 
tax for export credit. The luxury tax on hotels has been abo¬ 
lished to promote tourism, a much neglected earner of foreign 
exchange. All this is in keeping with the excellent principle 
established by the Tandon Committee that exports should be 
made profitable and not a matter of patriotic duty. It had been 


decided last year lhat any unit exporting all its output would ; 
be given the same treatment as one in a free trade zone. It is 
not clear if any unit exporting 75 per cent of its output (under 
the stipulated conditions) will get the same treatment. If so^; 
it should certainly encourage investment in such units. -ft 

,;*"V 

There is one sense in which Mr Pranab Mukherjee has con- | 
tinued with the Vcnkataraman tradition and that is that pre-; ^ 
budget increases in public sector prices have reduced the need ( 
to use fiscal measures to raise Plan finance. This is a welcome f 
and necessary reform, though one would like to see it coup- |, 
led with greater public sector autonomy on its spending. The ^ 
share of extra-budgetary resources for the Plan has risen to 
Rs 3,657 crores or 33.2 per cent against 26.8 per cent provi* $ 
ded last year. || 

Increases in railway rates and P and T tariffs have amounted. | 
tojustoverRs700croresin.< full year. Add to this the budget 
imposts, and the Government has soaked up almost one per^ 
cent of GNP. This is even higher if one takes into account 3 
market borrowings of Rs 3,200 crores, the tax free 7-pcrccnt ^ 
bonds which are to raise Rs 250 crores, and the new savings 
certificates. With falling foreign exchange reserves already ;|l 
eroding money supply, the net effect of the lower budget deficit®? 
and higher Government borrowing will be to increase the^ 
savings appropriated by the Government with a corresponding;! 
fall in savings available for deployment by the private sector. ;;: 

But one must appreciate Mr Mukherjce's dilemma. He need^| 
money for increasing investment in oil, coal and power by 62$ 
per cent in 1982-83, and nobody can deny that these are thfc'| 
areas which must be fully provided for. Other critical areas areS 
cement (where he has provided decontrol) and exports (wher#| 
his incentives are substantial). If thecountry does not save^ 
enough to meet the needs of other sectors, they will have 
make do with less. They can be provided with their full need#! 
only by inflationary methods, which are best avoided. ® 
The other alternative is to push up savings fast enough 
satisfy everybody. Mr Mukherjee has extended tax exemptio^j 
for long-term savings and dividends, and made a number of§ 
small changes in this direction. Whether they will spark off 
savings boom must be questionable. It looks as though the^ 
savings boom of the late 1970 w*as due in considerable;! 
measure to remittances from abroad, which have now slowed! 
down. The budget attempts to re-stimulate the flow. Interest; 
rates for non-resident accounts have been raised two per cent; 
(which still leaves them well below interest rates abroad). Taa$ 
rules have been liberalised for Indians abroad to invest herei^ 
shares, residential property, and tax-free 12 percent national? 
savings certificates. There must be some doubt whether these* 
incentives will do the trick. The remittances boom of the 1970$ 
was mainly due to inflows from poor labourers sending evpryf 
thing to their families in India—the richer emigrants sent-Jaomf^j 
very little, and it is only they who might be interested in th$.; 
kind of savings instruments offered bv the budget. We des^i 
perately need to increase savings. But that is best done by m T 
creasing the efficiency of our agriculture and industries*; 
which will yield savings in the best possible way— by increas¬ 
ing income as well as the savings-income ratio. 
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^Fhe dreaded foreign hand is at it 

^ again. Mrs Indira Gandhi did not 
quite invent the idea of a foreign hand 
to explain away every inconvenient 
incident. But she certainly popularised 
it and made it a political best-seller. 
Alas, she herself is now being haunted 
by the ghost of her ghost stories. Almost 
every Opposition Member of Parlia¬ 
ment has espied the dreaded foreign 
jliand in the budget. All these years wc 
riad been taught that the hand belonged 
to the CIA. Now we suddenly discover 
that the hand belongs to the IMF. 

For decades, our leftist comrades have 
assured us that the two hands are much 
of a muchness. But now, with President 
Reagan strongly opposing the JMFIoan 
to India, it has become impossible to 
pretend that the two are the same. Our 
leftist friends are dismayed by the turn 
of events. They assure us that the two 
hands, while not identical, belong to 
the same capitalist body, and this is 
just a case of the right hand not know¬ 
ing what the left one is doing. Besides, 
Jwo foreign hands can be more deadly 
^khan one. Did not the infamous Casca 
cry as he stabbed Julius Caesar, “Speak, 
hands, for me ?” And were not his 
hands foreign hands ? Ay, there’s some¬ 
thing rotten in the State of Denmark. 

But there is a fatal flaw in the two 
hands theory. President Reagan is argu¬ 
ing that countries like India should stop 
asking for aid or loans from the IMF, 
and should instead become self-reliant. 
This is precisely what our leftist com¬ 
rades have been advocating all these 
years. Could it be that our leftists 
represent the left hand and Reagan the 
right hand of the same theory ? Is Dr 
Ashok Mitra simply a black carbon copy 
of the American President ? If indeed 
^there are two hands at work together, 
they seem to be the CIA and our leftists, 
not the CIA and the IMF. Perhaps 
even the KGB has decided to lend a 
hand* 


This reminds me of ihe part played in 
the budget drama by Mr H.N. Bahuguna, 
who was once branded a KGB agent by 
a former Prime Minister. The budget 
papers are kept scaled in the tightest 
security possible, and released to journa¬ 
lists only after the Finance Minister has 
completed his speech. But when we 
journalists collected our budget papers 
this year, the envelope included not only 
the usual documents but a cyclostyled 
statement by Mr Bahuguna. “The Budget 
is a total betrayal of the common man. 
It looks Westward, instead of looking 
inward. It will stoke all-round inflation 
and add to the misery and loot of the 
kisan, the landless and the middle 
classes. This is a rich man’s budget. It 
is a stab in the back of our self-reliance 
in favour of IMF policies.” 

o Mr Bahuguna discovered the dread¬ 
ed IMF hand in the budget. The 
extraordinary thing is that he was able 
to spy the foreign hand long before the 
budget was presented, so much earlier 
that he was able to have his reaction 
cyclostyled and pul into every envelope 
of budget papers meant for distribution 
to the press. Clearly the budget has 
been leaked to Mr Bahuguna, and he 
should be asked to explain how this 
happened. Did the familiar CIA agent 
in the Cabinet leak the budget to him? 
If so, was the CIA agent unaware of 
Mr Bahuguna’s supposed links with the 
KGB? And if so, does this co-operation 
mean that the superpowers are headed 
for detente again? 

Alas, that seems impossible. The bald 
truth would seem to be that Mr 
Bahuguna had formulated his reaction 
to the budget without even knowing its 
contents. This is the height of cynicism. 
But it is only to be expected from a man 
who has come to symbolise cynical 
opportunism in politics. No other 
politician has leaped so regularly from 
one political bedroom into another, 
swearing eternal love and passion to 


eac h paramour before passing on to the 
next. At the end of this performance 
he looks like a jaded political trollop, 
whose availability is not in doubt but 
whose attractions are. 

n honourable act by an honourable 
man can still draw resounding applause 
in this cynical country. The Director of 
the IAS academy in Mussoorie, Mr P.S, 
Appu, has accomplished through a 
resignation letter what he could not 
through a million official letters. 

The most scandalous part of it all is 
that the incident would have been 
brushed under the carpet but for Mr, 
Appu's determination to take a stand on 
principle. The press is full of virtuous 
indignation today. But the press itself 
is to blame for not unearthing the 
scandal long ago. Journalists are 
constantly in touch with the bureaucracy. 
The Mussoorie incident has been drag¬ 
ging on for almost six months. And 
yet no journalist got wind of the affair. 
There was nothing secret about the 
matter, and the omnibus plea of national 
interest could not have been used to 
block investigation of the matter by the 
press. And yet newspapers remained 
oblivious of what was happening. 

But there is another culprit in this 
matter. He is none other than Mr Appu 
himself. He should have contacted the 
press himself as part of his eflort to 
overcome the political pressures exerted 
by Mr V.K. Singh. Civil servants are so 
used to dealing with their political 
masters that th?y forget that they also 
have a duty to the public which trans¬ 
cends their duty to their Ministers. 
They should use the press wherever 
possible to foil the misdeeds of politi¬ 
cians. There is an old reluctance to dp 
so, as they are not supposed to leak 
matters of national interest to the press. 
But there are several occasions when it 
is in the national interest to leak matters 
to the press. 

Swaminathan S. Aiyar 
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The Annual Plan Mirage 

R. C. Ummat 


•' The budget has sought to give the im- 
pTcsfion of a hiu leap forward in Plan 
! outlay in 1982-83. In fact the figures 
given by the Government are quite mis- 
leading. While the data are incomplete, 

. it looks as though the growth of Plan 
outlay will actually be less in 1982-83 
than this year. The Annual Plan for 
; 1981-82 envisaged a 20 per cent growth 
in outlay. But investment in the Central 
plan alone has exceeded Plan outlay by 
Rs 624 crores. Unless this 1 was offset 
. by State shortfall's--an area of dark- 
ness—the actual increase in total 
outlay in 1981-82 must have been 
as much as 21.7 per cent. Against this 
higher base, the growth in Plan out- 
' lay in 1982-83 comes to only 16.8 per 
cent. The budgetary presentation of a 
big jump in Plan spending is a mirage 
(unless there were large shortfalls in 
State Plans in 1981-82 which we have 
not yet been told about). 

Even in terms of budgeted outlays, as 
distinct from actuals, the 1982-83 in¬ 
crease in Plan spending at 21 per cent is 
f just marginally more than the 20 per 
* Cent increase in 1981-82. In real terms 
1 this is more significant, as inflation on 

■ a point-to-point basis this year may 

■ be just around lour per cent, against 16 
per cent last year and 23 per cent the 
year before. 

Budget Document 

The most significant point that emer- 
, ges from a study of the next year’s bud- 
, get documents is that a marked increase 
has been proposed in the Central Plan 
outlay- 27.6 per cent over the budgeted 
outlay for the current year. It aggregates 
Rs 11,000 crores, as against Rs 8,619 
crores budgeted for this year. The outlay 
under the Plans of the State Govern¬ 
ments and Union Territories has been 
raised just by 14.4 percent to Rs 10,137 
. crores from Rs 8,860 crores budgeted 
for this year. The 27.6 per cent increase 
jtttheCentral Wan outlay compares with 
a 17.4 per cent step-up for the current 
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year. The 14.4 per cent boost in the 
outlay of the Plans of the States and 
Union Territories is a decline from 22 
per cent increase effected in the current 
year’s budget. This is despite the fact 
that the Central assistance for the 
States' and Union Territories' Plans has 
been raised for the next year to Rs 4,002 
crores from Rs 3,462 crores this year. 

Data are not yet available of how the 
State Governments have fared in con¬ 
tributing their own resources for their 
this year’s Plans. But the Central assis¬ 
tance to them has gone up from the 
budget estimate of Rs 3,462 crores to 
Rs 3,618 crores. This shows that the 
criticism that the Centre has been nig¬ 
gardly in assisting State Plans is unwar¬ 
ranted. Presumably, the increase in the 
outlay of the next year’s Plans of the 
States and Union Territories has been 
restricted because of lack of adequate 
resource mobilisation effort on their 
part. 

The outlay proposed for the next 
year’s Central Plan, looks less if the re¬ 
vised estimate of expenditure on the cur¬ 
rent year’s Plan is taken into account. 


The revised estimate shows that total 
expenditure on the Central Plan this year 
has been around Rs 9,243 crores, as 
agiinst the budgeted outlay of Rs 8,619 
crores. The extra-budgetary resources, 
including the internally generated funds, 
at Rs 2,467 crores, haVe shown an in¬ 
crease of Rs 157crores from the budgeted 
provision of Rs 2,310 crores. The envis¬ 
aged increase in the Central Plan 1982- 
83 over the revised estimate for 1981-82 
thus, comes to only 19 per cent. Th* 
actual increase in 1981-82 outlay was w 
18.8 per cent over the expenditure in 
1980-81. This was because expenditure 
in 1980-81 had shown a shortfall of Rs 
85 crores from that year s budgeted pro¬ 
vision of Rs 7,340 crores. The 1982-83 
Central Plan in percentage terms, there¬ 
fore, has not been expanded any signi¬ 
ficantly over the expenditure incurred 
during the current year. This situation 
may change if the next year’s expendi¬ 
ture also exceeds the proposed outlay. 

Thanks mainly to the July 1981 hike 
in oil price, extra-budgetary resources 
that have helped finance the current 
year’s Central Plan have been larger than 
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the budget estimate by Rs 157 crores. 

- Last year they fell short of the budgetary 
provision by Rs 482 crores. They are 
expected to go up in 1982-83 to Rs 3,657 
crores from this year’s revised estimate 
of Rs 2,467 crores. The additional re¬ 
sources to a large extent will primarily 
accrue in such sectors as petroleum, steel, 
fertilizers, railways, post and telegraph, 
ports, civil aviation and hydel projects. 
In the case of petroleum, the increase in 
extra-budgetary funds available will be 
as much as Rs 720 crores (to Rs 1,800 
crores) as against Rs 204 crores (to 
Rs 1,080 crores) this year. The other 
sectors (in the above order) will depend 
upon these resources for development to 
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the extent of Rs 315 crores, Rs 1.23 
crores, Rs 58j crores, Rs 393 crores, 
Rs 68 crores, Rs 126 crores and Rs 60 
crores, (as against Rs 257 crores, R? 91 
crores, Rs 538 crores, Rs 234 crores, 
Rs 38 crores, Rs 79 crores and Rs 60 
crores in 1981-82). 

The largest increase in the Plan outlay 
for the next year has been effected in the 
energy sector: 34 per cent of the total 
Central Plan outlay is accounted for by 
this sector alone. The outlay for petro¬ 
leum has been stepped up by 90 per cent 
to Rs 2045 crores, that for coal by 52 
per cent to Rs 877 crores and for power 
to Rs 929 crores from Rs 721 crores. The 


increase in the outlay for energy sector 
as a whole has been as much as 62 per ; 
cent. Including the provision for power / 
in the State Plans, the power develop, 
ment programme will receive an outlay V 
of Rs 3,977 crores, as against Rs 3,326 • 
crores this year. The outlays under the 
various heads of the revised 20-point 
programme have been increased subs- 
tantially. i 

The sectoral outlays of the Central v 
Plan by heads of development are as $ 
given in the table here(figures in brackets 
are extrabudgetary resources available; 
the other figures relate to budgetary | 
provisions). ■!/ 
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Costly Communications 


Hardev Singh 


The increase in the postal and telecom¬ 
munication tariffs has been announced by 
the Government in two instalments. On 
February 2, 1982, the Government an¬ 
nounced a hike in telephone and teleprin¬ 
ter rentals and some increases in the rates 
of postal services too in order to gather 
an additional annual revenue of Rs 100 
crores. The Finance Minister has now 

4 announced in his budget another sharp 

« rise in the postal rates in order to raise 
another Rs 35.33 crores. The increase 
in the postal and telecommunication rates 
have been justiBed on the ground that 
both these services have expanded rapidly 
during the last few years and their conti¬ 
nued growth will involve large invest¬ 
ments and rising current expenses. 

The increase in the postal and telecom¬ 
munication tariffs which came into force 
from March 1, 1982 included the registra¬ 
tion charge for all inland postal articles, 
commission on money orders, tariffs for 
private non-press telegrams, greetings 
telegrams and de luxe telegrams, the 
charge for teleprinter machines and tele¬ 
phone charges. Now the Finance Minis¬ 
ter has proposed to raise the rate for 
printed post cards from 20 paise to 25 
pais.\ letter cards from 25 paise to 35 
paise and envelopes of the lowest weight 
slab from 35 paise to 50 paise. The tariffs 
for hook-post articles has been proposed 
.«> ■ * '■ * ■ ■ 
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to be raised from 25 paise to 30 paise. 
The postage for a registered newspaper 
is being revised upwards from 2 paise to 
5 paise for a single newspaper with suit¬ 
able adjustments for higher weight slabs. 

Mr C.M. Stephen defended the hike in 
the telephone rates by saying that an in¬ 
vestment of Rs 2,330 crores have been 
proposed during the sixth Plan period 
and the Ministry of Communications had 
been told by the Planning Commission 
to raise its own resources for this invest¬ 
ment. He claimed that the maintenance 
cost of a telephone was Rs 1,300 a year 
as against the annual rental of Rs 1,200, 
Similarly, the capital investment for the 
installations of a telephone was between 
Rs 11,600 and Rs 16,000. 

The increase in telephone rates would 
have been justified if there was sufficient 
evidence that there had been improve¬ 
ment following previous increases. Un¬ 
fortunately the facts reveal a contrary 
situation. With rising rates the telephone 
services have shown a progressive dete¬ 
rioration in their working. The first 
showers of monsoon can leave up to 
75 percent telephones in the capital 
dead. This is atrocious. Obviously no 
special attention has been paid to the 
improvement in the quality of equipment 
being used by the telephone department. 
An important objective of the Tele- 
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communication Plan, is to reduce the'j[ 
backlog for telephone demand and to J 
relieve the heavy congestion in the net- V 
work over a ten-year timeframe. Tech-; 
nological updating of telecommunication,,; 
services is also envisaged by way of; 
introducing modern techniques through % 
SPC electronic local exchanges, SPC; 
electronic TAXs, SPC electronic telexes,';) 
digital trunk exchanges, digital micro-., 
wave systems, satellie communication?? 
etc. Consistent with the emphasis oui 
accelerated development of the rural aud ; 
backward areas in the Plan, communica* * 
tion systems are proposed to be suitably> 
geared to this task. With the objective ;j; 
of evolving new patterns based on new 
technologies for use in rural areas, spe- 
cial studies are being carried oat in a., 
few selected districts throughout the; 
country. During the Plan period, a tele-ff 
communication network based on inno- j 
votive modes is proposed to be tried out > 
in 18 selected districts. A significant,' i 
step will be the provision of telecom-,\ 1 
munication facilities to remote and in- $ a 
accessible areas through satellites. Steps* I 
will concurrently be taken to augment 
the indigenous production of telecomr 
munication equipment in order to re¬ 
duce the country’s dependence on im¬ 
ports and efforts intensified for updating 
technology. 
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Receipt and Expenditure of Post and Telegraph Department 


(R$ Crorea) , 


Year 

Posts 

Telccommunicat i ons 

Total 

1978-79 

Receipts 

239.17 

523.66 

762.83 

Expenditure 

266.94 

377.50 

644.53 

Deficit (—) Surplus (4-) 

—26.77 

+ 146.16 

+ 118.30 

1979-80 

Receipts 

265.75 

604.35 

870.10 

Expenditure 

299.65 

426.52 

726.17 

Deficit ( ~) Surplus ( + ) 

—33.90 

+ 177.83 

+145.93 

1980-81 

Receipts 

278.11 

631.90 

910.01 

Expenditure 

384.48 

500.01 

885.09 

+ Deficit ( ) Surplus ( + ) 

-72.15 

+ 124.57 

+ 52.42 

1981-82 (Revised Estimates) 

Receipts 

311.50 

731.50 

1043.00 

Expenditure 

454.53 

586.81 

1041.34 

+ l)aficit (--) Surplus ( + ) 

—94.32 

+ 138.93 

+ 44.51 

1982-83 (Budget) 

Receipts 

375.37 

922.59 

1297.96 

Expenditure 

495.93 

594.52 

1090.45 

+ Deficit (—) Surplus (+) 

—69.74 

+ 314.46 

+ 244.72 


Including minor adjustments in respect of dividend paid to General Revenues. 


The telecommunication Plan envisages 
an addition of 14 lakh direct exchange 
connections to the existing 20,14 lakh 
working connections. About 18,300 telex 
connections arc to be provided during 
the Plan period. The requiicmcnt of the 
rural areas including the backward, hilly 
and tribal areas are proposed to be met 
by opening 20,000 long distance public 
Call offices. About 20,000 telegraph offi¬ 
ces are also proposed to be opened dur¬ 
ing the Plan period and a large majority 
of them located in the rural areas. 

On a priority basis, the telecommuni¬ 
cation network of the North-Eastern 
Region is to be strengthned during the 
Plan period as to have communication 
links with the remotest locations. Diffe¬ 
rent micro-wave and tJHF systems supple¬ 
mented by satellite communication link¬ 
ing several places in this region are plan¬ 
ned for implementation during the Flan 
period. Earth stations are being set up 
at Shillong, Agar tala. Itanagar, lmphal, 
Kohima and Aizawl and thoe stations 
will start functioning as soon as Indian 
National Satellite (INSAT) becomes 
operational. 

Utilisation of Resources 

While executing this ambitious pro¬ 
gramme the Government should keep in 
mind the optimum utilization of resour¬ 
ces in order to maintain a high level of 
efficiency in the operation of the expand¬ 
ing telephone network. In this context 
the department should try to improve the 
quality of the telephone instruments 
which at the moment are being manufac¬ 
tured by the Indian Telephone Industries. 

The ITI has not been able to produce 
the instrument of the required quality nor 
has it been in a position to meet the 
rising demand. In fact the Sareen Com¬ 
mittee had strongly recommended the 
import of 100,000 telephone instruments 
for Calcutta, Delhi, Bombay and Madras 
exchanges, which usually experience a 
high load. The Committee had recom¬ 
mended that these telephones should be 
allotted to subscribers in these cities who 
make more than 3,000 calls per quarter 
• ;*uid proposed the levy of extra charge 
,for these instruments. The Government, 
unfortunately, rejected the proposal on 
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the ground that the Indian Telephone 
Industries planned to set up a production 
capacity of one million instruments and 
1.5 million critical sub-assemblies per 
year at its units in Bangalore and Naini. 

Collaboration offers from two foreign 
manufacturers, Siemens of West 
Germany and the Italian subsidiary of 
Bell Telephones had been received. The 
production is expected to commence 
in January 1983 beginning with the as¬ 
sembly of instruments imported in CK.D 
condition. Its is highly doubtful if the 
ITI would be able to push through its 
plans for the production of high quality 
telephone instruments in a short span of 
lime. The Government should, there¬ 
fore, revise its opinion and go-ahead with 
the import of telephone instruments be¬ 
cause the telephone services have become 
costly and the users definitely deserve a 
little better service. 

The rise in the postal rates has been 
justified because this service is highly 

560 


employment intensive, with more than 
5.6 lakh employees including extra¬ 
departmental staff. Salaries and wages 
constitute a major part of the operating 
expenses of the Postal Department. The 
grant of additional instalments of dear¬ 
ness allowance and increases in other 
operating expenses have added to the 
costs. 

With rising costs the postal depart¬ 
ment should try to improve its efficiency. 
For instance the postal department’s 
objective of providing a daily delivery of 
letters to every village is understandable, 
but making postal stationary and 
services available through its own post 
offices to even very small villages should 
be carefully assessed. The Posts and 
Telegraphs Tariffs Enquiry Committee 
had very clearly stated that “normally 4 
a period of four years or so should be 
considered enough for assessing whether 
a post office has developed traffic and 
has become remunerative. If it has not, 



ir'meg an 
office is not likely to justify its conti¬ 
nuance and further expenditure on it can 
sjiardly be regarded as developmental 
expenditure. 


The committee went on to say that 
these continuing “losses sap the re¬ 
sources generated in other areas of 
the department's activities. Little is 
left for the development and expansion 
of services”. The Committee consider¬ 
ed that no organisation “even with a 
public utility bias, professing to run on 
sound commercial lines, would continue 
a losing activity for such long period as 
ten years and accept such a activity as a 
permanent liability”. The continuation 
|j>f thi« policy was, therefore, considered 
■by the committee as “altogether inde¬ 
fensible”. 


Income Criterion 

The conditions for the opening of new 
post offices have been revised so that 
every gram panchayat village having no 
post office within a distance of three 
kilometres is eligible to have a post 
office, provided the proposed post office 
is expected to earn a minimum income 
of 25 per cent of its estimated cost. 
If it is a non-grampanchayat village, it 
should, in addition to the above two 
conditions, have a minimum population 
/>f 2000. In hilly, backward and tribal 
Sareas, the minimum income criterion is 
fixed at only 10 per cent of the cost. It 
is suggested thu in those places where 
the post offices are not expected to earn 
the required minimum costs, some 
essential postal facilities including postal 
stationery should be made available 
through the panchayats. 

As can be seen from the table here, 
postal services show a rising deficit 
which has been justified because of its 
improving service. In consonance with 
the rural bias of the Government's 
policy, the department is opening more 
rural post offices, installing additional 
letter boxes, providing postal counter 
^facilities to more villages and appoint¬ 
ing additional Extra Departmental 
Agents for strengthening the daily 
delivery services and clearance of letter 
boxes. 
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as sharp as the original 

\ 


IT’S THE EXCEPTIONAL 
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From Kores, a comprehen¬ 
sive range of duplicating 
materials. Dry-type stencils 
which are exported the world 
over. Pre-cut stencils. Also 
blue-white stencils for hand¬ 
written material. You can get 
more than 3000 clear cyclo- 
fityled copies of sketches, 
manuscripts, etc. 

Kores Duplicating Inks. 
Available in a wide range—to 
suit all makes and models of 
duplicators. They are quick¬ 
drying and ensure clear, sharp 
copies. And guarantee smooth 
operation of your duplicators. 

Kores also provides expert 
servicing for all makes and 
models of duplicators. All 
over India. 

3M 



■cores 


Your guarantee 
of a 

good impression 



Kores (India) Limited 
Post Box No. 655b, 
Bombay 400 01B 

BnnelKtallovwlndl*. 


MARCH 5, 1982 


-.*« ****** 






Economic Analysis 


Irrigating the Thar Desert with Solar Energy 


Water water, everywhere, but not a 
drop to drink. That sums up the 
sandy wastes of the Thar Desert bor¬ 
dering the Rann of Kutch. The sea 
water is untit for drinking or irriga¬ 
tion. But it is possible, using only the 
sea-breezes of the area and the heal 
of the desert to distil the sea water 
and make it available for human 
use. 

Windmills on the sea-shore will 
pump sea-water through concrete 
pipes into the desert. The heat of the 
sun will warm the water to a point 
where it can be distilled in a multi¬ 
stage flash evaporator. The pure water 
can be used for irrigation and drink¬ 
ing, while the residual brine flows 
back by gravity into the sea. If it is 
allowed to flow back in an open canal, 
that will increase the evaporation and 
concentrate the brine so that it can 
be used for making salt cheaply on the 
sea-shore. 

The scheme will be costly—perhaps 
600 million dollars. But there is scope 
for reducing the cost, especially 
through designing a flash evapo¬ 
rator for this specific purpose. Over 
a period of eight years, the scheme 
will prove more economical than a 
fossil-fired desalination plant. While 
it has been proposed lor the Thar 
Desert, it may be more appropriate 
for oil-rich countries of the Gulf 
which have a lot of money and very 
little fresh water. 

The northwest region of India is 
covered with a large desert known 
as the Thar Desert which occupies 
an area of about 200,000 sq. km. 
Figure 1 shows the location of this 
desert and the proposed site for the 
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desalination unit. The desert is inha¬ 
bited by about 3 million people, most 
of whom eke out a modest existence 
through subsistence agriculture. 
The average annual precipitation is 
about 150 mm, the monsoon months 
being from late July to early Septem¬ 
ber ; most of the deep wells are saline; 
and the water table is every lew, in 
some places as deep as 100-220m. In 
some locales it has not rained for the 
past 80 years. There is always the 
threat of famine in this area resulting 
in great loss of animal and human 
life. Nevertheless, through the ages 
local population has been able to 
identify and use some of the wild 
plants that grow in this area. These 
plants grow with very little water 
available during the monsoon months, 
and it is hoped that if adequate water 
is available in this region the 
quantity of such food together with 
other staple foods like bqjra can be 
greatly increased. Such optimism is 
also borne by the past history of the 
region which indicates that the con¬ 
fluence of man and nature has turned 
this rich area of fluorishing Harrap- 
pan culture into a desert. 

Several schemes for watering this 
area have been proposed, but most of 
them have proven to be economically 
unfeasible. Among one of the schemes 
that is being actively pursued by the 
Government of India is the construc¬ 
tion of a huge canal known as the 
Rajasthan Canal. This canal, when 
completed, will be able io irrigate a 
substantial portion of the northern 
part of the desert,, but the scheme has 
been bogged down by the rising cost 
of the canal and the lowering of the 


level of the Sutlej River, the source 
of this canal. 

Other schemes that have been pro¬ 
posed are the desalination of sea water 
by fossil fuel and nuclear energy, but 
the rising cost of fuels and their short¬ 
ages have shelved most of these sche¬ 
mes. The best possibility, then, of 
achieving the goal of supplying fresh 
water rests with desalination of sea 
water using solar energy. 

The scheme envisages bringing 
about 57.0 MG of sea water every 
hour in three (10 ft diameter) concrete 
pipes to the location of the “solar 
field”. The proposed location of this 
field in the Thar Desert is at about 80 
km from the Arabian Sea and at an 
elevation of (150 ft) from sea level. 
The sea water passes through the heat 
exchanger tubes of a 20 stage multi¬ 
stage flash (MSF) evaporator where 
it is heated from 15.5°C (the inlet 
temperature) to about 54.4°C at 2 pm 
on a typical June day, as a result of 
the vapour condensing on the outside 
of the tubes. 

Water at 60°C is then flash 
evaporated in the desalination unit 
to yield 3.6 MG/hr of fresh water 
for a typical day in June at about 
2 p.m. The pumping of the sea water 
to the site through the solar collec¬ 
tors and thiough the desalination unit 
is powered by wind turbines. The 
effluents from the plant are allowed 
to run by gravity back to the sea. 

Below are given the details of the 
design and the cost of the system. 

Solar Field : This is the most impor¬ 
tant component of the system since it 
provides the energy to effect desalina¬ 
tion. Thus the need for right choice of 
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solar collector cannot be underesti¬ 
mated. For the present scheme the 
solar collectors should meet the fol¬ 
lowing criteria: (1) Ease of fabrica¬ 
tion and maintenance; (2) Cost effec¬ 
tiveness: (3) Minimum corrosion with 
sea water;and(4) Durability and rug¬ 
gedness to last the life of the plant. 

Several collectors and materials 
which would meet the above criteria 
were looked into, and finally con¬ 
crete was chosen as the collector 
material. Apart from meeting all of 
the above criteria, there is an added 
advantage for picking it as the col¬ 
lector material. The clay fa necessary 
ingredient of concrete) content of 
the Thar soil is high (15 per cent), 
and thus it has been felt that local 
raw materials can be used effectively 
in making these collectors, thereby 
reducing the cost. 

Desalination Unit : The healed sea 
water from the “solar field" goes to 
the desalination unit for production 
of fresh water. The desalination unit 
is the regular multi-stage flash 
evaporation (MSF) type. Normally, 
these MSF units are used for brine 
temperatures of approximately 100'C 
and thus would seem inappropriate at 
a first glance, for our scheme where 
the maximum brine temperature is 
60°C. Nevertheless, in the absence 
of any other viable desalination 
technology we have used this system. 
We do, however, feel the need of better 
and more efficient systems for evapo¬ 
ration of sea water which would ulti¬ 
mately bring down the cost of the 
scheme. It will be seen later that the 
MSF unit is one of the costliest item 
in the whole scheme and thus the need 
of a better unit. 

The distillate output starts as soon 
as the outlet temperature from the 
“solar field” reaches 32.2°C. Thus 
for the month of June the scheme 
operates for 24 hours while for the 
\ month of March it works for 19 hours 
? and for the month of January only 
9 hours. 


various months. There is no output 
during the months of July, August 
and half of September since in these 
months the sky is mostly cloudly. 
More over these months can be used 
for yearly maintenance, if any. The 
integration of Fig. II thus gives us the 
yearly output of 5.25AlO T m 3 (13860 
MG) of fresh water. 

Jn most of the existing desalination 
plants with MSF units, scale build 
up is quite a major problem requiring 
large clean-up operations thereby shut¬ 
ting down the plant and also use of 
costly chemicals for reducing it. The 
scale problem becomes more acute 
alter temperatures of 7I.I°C while 
below this temperature the severity of 
this problem is substantially reduced. 
Thus, in the present scheme since the 
maximum brine temperature is 
60°C\ the scale problem is minimized. 
This is one of the major advantages of 
operating at low temperatures. 

I'umping Requirements : The sea 
water has to be pumped from the 
Arabian Sea to the desalination site 
which is 80 km from it and at an ele¬ 
vation of 150 ft from the sea level. 
The pumps., hence, should be large 
enough to overcome the pressure loss 


in the feed pipes and the elevation. 
The feed pipe are three in number and 
arc 10 ft in diameter. They are made 
of concrete and are 4 inches thick 
and will be buried in ground so as not 
to be heated. 

Tn addition to the above require¬ 
ments, pumps arc also needed to effect 
desalination. Thus in the MSF unit, 
they should be able to overcome the 
pressure loss in heat exchangers as 
well as be able to create enough suc¬ 
tion for flash evaporation. 

The effluent from the MSF', it is 
proposed, will be allowed to flow by 
gravity back to the Arabian Sea in 
a canal 39 ft wide and 3 ft deep, at 
a velocity of 4 mph. 

The average wind velocity in this 
area is about 20 mph and some¬ 
times goes as high as 80 mph. 
Thus, it is quite logical to use wind 
turbines to pump the sea water. The 
wind turbines used in the present 
scheme are the 200 kW each capa¬ 
city machines which arc bang actively 
experimented by the Department of 
Energy (DOE) for large scale deploy¬ 
ment in the 1980’s. The machines will 
be staggered throughout the length of 
the feed pipes and in the solar field. 



Figure II shows the output for 
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In the feed section they will be 
arranged in such a manner so tfu:t 
each machine just overcomes the pres¬ 
sure loss and the elevation head equi¬ 
valent to its capacity. At the same time 
there will be one elevated storage 
tank attached to each machine, which 
will be filled up when the wind velo¬ 
cities go above 32 km/hr. Thus dur¬ 
ing the “wind lean" periods the steady 
flow rate in the feed section will be 
maintained. The exact analysis on the 
size of these tanks and their loca¬ 
tion has not been done since it is be¬ 
yond the scope of this article. 

Disposal of Effluents : In the present 
scheme, the tejected seawater is on an 
average about 53.0 MG per hr, and 
it is but natural to inquire if we can¬ 
not use this brine to extract salts like 
NaCL KCI and olhers. However, the 
effluents have a salt concentration of 
only 3.7 percent, which is still 96 per 
cent pure water and is not sufficiently 
shown to be, in general, an econo¬ 
mically viable feed stock. Nevertheless, 
the decision on whether to extract the 
salts from this brine has to be made, 
taking into consideration many local, 
national and economic factors that it 
is again beyond the scope of the pre¬ 
sent article. 


In such a large scale desalination 
plant study, it is also worthwhile to 
look at the elTecl ot effluents on the 
marine environment. Very little work 
has been done on this aspect, but the 
studies do indicate that there is very 
little or negligible died on the 
marine environment. Specifically, in 
our case, since we are operating at 
very low concentrations of salts and 
at the same time very near to the 
feed water temperature of 15.5 , 'C, 
the harmful effects will be negli¬ 
gible to the environment. In any 
project of the magnitude and comple¬ 
xity like the present scheme, the cal¬ 
culations for the cost of water can be 
an approximation. There are a multi¬ 
tude of local conditions that have to 
be taken into account for the final 
figures. In the absence of any such 
data, like the cost of water in this rc- 



Fig. n 


tion, cost of other alternatives and the 
payback mode for a desalination plant, 
it is appropirate that a simple minded 
cost calculation based on the capital 
and running cost of the system should 
be sufficient. The capital cost includes 
the cost of wind machines, the cost of 
20 stage MSP unit and the cost of 
concrete tubes. Also included in the 
capital cost is the labour which has 
been taken arbitrarily to be 20 per cent 
of the capital cost. The running cost 
includes the maintenance and the 
chemicals for scale reduction. Based 
on the existing technology lor such 
plants, the maintenance cost has 
been taken to be 7 percent of the 
capital cost. 

Though the cost calculations done 
above arc justified for the sake of 
completeness of the study there are 
other things w'hich sometimes arc 
given priority than cost, to make the 
scheme work. In an area where the 
level of poverty is unimaginable and 
where a small amount of water to¬ 
gether with the will and determination 
of these people wil^bring wonders to 
the land, it can be argued from the 
philosophical point of view that the 
water is priceless. Thus, a scheme of 


this nature and magnitude can only 
be funded by the Government as a 
part of the social commitment to the 
people. 

The purpose of this aiticlc has been 
to look at technical and economical 
feasibility of a scheme to desalinate 
sea water using solar energy for Thar 
Desert in India. Based upon this 
study the following conclusions can 
be drawn: (I) An area of 4.5 sq miles 
of desert will be sufficient to produce 
13860 MG of fresh water every year. 

(2) The pumping requirements for the 
whole scheme will be met by 415 wind 
machines each of 200 kW capacity. 

(3) The cost of water from the present 
scheme compares favourably with that 
from a fuel fired MSFplant, the cross¬ 
over taking place in about 8 years. 

Finally, it is realized that the tech¬ 
nological implications are staggering, 
but the impact on the national econo¬ 
my, the welfare and employment of 
the local rural population and the 
effect on the environment in terms of 
converting this desert into a great 
productive area, appear to be 
favourable and thus warrant further 
development and evaluation of the 
present scheme. 
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fn the Nation 


The Centra! Budget in Outline 


Aiming at fostering production and 
savings and mitigating the pressures on 
balance of payments, the Central budget 
for 1982*83, presented by the Union 
Finance Minister, Mr Pranab Mukherjce, 
to Parliament on Saturday afternoon, 
envisages resort to deficit financing to 
the tune of Rs 1,365 crores. On the 
existing rates of taxation, the budgetary 
gap has been estimated at Rs 2,085 
crores. It has been covered to the 
extent ofRs 720 crores through addi¬ 
tional resource mobilisation. 

The envisaged deficit of Rs 1,365 
crores compares with the revised deficit 
ofRs 1,700crores during the current 
financial year, which exceeds the budget 
estimate of Rs 1,539 crores by Rs 161 
crores. 

Considerable buoyancy in revenue, 
the Tevisid estimates reveal, will push 
up the net tax revenue of the Centre 
this year to Rs 11,480 crores -Rs 943 
crores more than the budget estimate of 
Rs 10,537 crores. The non-tax revenue 
at Rs 3,893 crores will be higher than 
the budget estimate of Rs 3,790 crores 
by Rs 103 crores. The capital receipts 
at Rs 9,481 crores will exceed the budget 
estimate of Rs 9,005 crores by Rs 476 
crores. The total receipts, both on 
revenue and capital account, will 
aggregate to Rs 24,854 crores, as against 
Rs 23,332 crores estimated at the time 
of presenting the budget in February, 
1981. 

The Disbursements 

The disbursements this year on re¬ 
venue account are now estimated at 
Rs 15,948 crores—Rs 649 crores more 
than the budget estimate of Rs 15,299 
crores. Capital disbursements are 
estimated to go up to Rs 10,606 crores 
from the budget estimate of Rs 9,572 
crores* The total disbursements, thus, 
will be Rs 26,554 crores, as against 
Rs 24,871 crores budgetted for. 


On the existing rates of taxation, the 
net tax revenue of the Centre is estimat¬ 
ed to go up next year to Rs 12,898 
crores and tlu 1 non-tax revenue to 
Rs 4,233 crores. The receipts on capital 
account are estimated around Rs 10,003 
crores. The total receipts, thus, arc 
assessed at Rs 27,134 crores. 

The disbursements on revenue account 
will amount to Rs 18,227 crores and on 
capital account Rs 10,992 crores. The 
aggregate disbursements will be around 
Rs 29,219 crores. 

The revenue receipts after taking into 
account the changes prepared in the 
taxation structure will go up to 17,131 
crores (the share of the Centre in the 
additional revenue from taxation mea¬ 
sures will be Rs 470 crores). The capi¬ 
tal receipts will increase by Rs 250 
crores. The total receipts, thus, will 
amount to Rs 27,854 crores, against dis¬ 
bursements of Rs 29,219 crores. 

Central Plan 

In the budget estimates for the next 
year, the expenditure on the Central 
Plan has been increased by 27.6 per 
cent to Rs 11,000 crores from Rs 8,619 
crores budgeted for this purpose during 
the current year. The total Plan outlay 
next year, including the Plans of the 
State Governments and Union Territories, 
of course, will be higher than for the 
current year by only 21 per cent at 
Rs 21,137 crores. Including a provi¬ 
sional outlay for West Bengal, which 
has yet to be firmed up, the outlay in 
the Plans of the States and Union 
Territories will be Rs 10,137 crores —14.4 
per cent higher than the Rs 8,860 crores 
outlay for this year. 

In recognition of the need to improve 
infrastructure, particularly in the energy 
sector, the Plan outlay for coal, power 
and petroleum has been increased mar¬ 
kedly. It constitutes 34 percent of the 
Central Plan. The outlay for petroleum, 


including refineries and petrochemicals 9 
has been increased to Rs 2,045 crores— 

90 per cent more than the outlay for 
the current year. As large a sum as 
Rs 877 crores has been provided for . 
coal mining: this is higher by 52 per cent 
than the outlay this year. The outlay 
for the power sector has been raised 
to Rs 929 crores from Rs 721 crores. 
The total outlay for the power sector ; 
in the State and the Central plans taken 
together, has been fixed at Rs 3,977 , 
crores, as against Rs 3,226 crores this / 
year. 

Power Target 

The target for addition to gene¬ 
ration capacity next year has been put 
at Rs 3,500 MWs. The new Central 
power projects include installation of 
additional capacity of 1,000 MWs each 
at Korba and Ramagundam, 

The various components of the re¬ 
vised 20-point programme have received 
substantial increases in outlay. These J 
include irrigation and command area 
development; agricultural programmes, 
particularly those relating to dry farming 
and connected with raising of the output 
of pulses and oilseeds; integrated rural 
development scheme; the national rural 
employment programme; development 
plans concerning scheduled castes and 
tribes; minimum needs programme; ac¬ 
celerated rural water supply programme; 
provision of housing site fv>r rural land¬ 
less; rural electrification; social forestry; 
family planning; child and women care 
and village and small industries. The 
outlay for family planning has been 
increased to Rs 245 crores from Rs 155 
crores this year. About 25,090 villages , 
arc proposed to be electrified next year 
and 425,000 pumpsets are to be energis¬ 
ed. Water supply is to be extended to 
45,000 problem villages. 

Considerable increase has also been 
effected in the Central Plan outlay in the 
transport sector, science and techno- 
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logy and steel and fertilizers. Defence 
expenditure is envisaged to go up by 
Rs 500 crorcs to Rs 5,100 crorcs. This 
year there was an increase of Rs 400 
crores in this expenditure. The security 
t bill, thus, has got escalated by Rs 900 
crores in just two years. A lumpsum 
of Rs 350 crores has been provided in 
the budget for the payment of additional 
dearness allowance and pension relief to 
the Central Government employees. 

With a view to encouraging savings 
and investment, besides the changes 
effected in the taxation structure, two 
new schemes are to be introduced. First, 
a social security certificate has been 
designed for small savers. Individuals 
between the age of 18 and 45 can invest 
up to Rs 5,000 in these certificates. 
This amount will grow to Rs 15,000 in 
10 years. In the case of an investor's 
demise, the full maturity value of the 
certificate will be paid immediately to 
the legal heirs. 

Investment Bonds 


external accounts will carry interest of 
two per cent above the rates permissible 
on local deposits of comparable matu¬ 
rities. Gifts made in India out of 
deposits in these external accounts will 
be free from gift tax. The non-residents 
can also invest in the 12 per cent 6-year 
national savings certificates which, for 
them, will be free from wealth, income 
and gift taxes. Facilities for investment 
in non-resident external accounts and in 
Indian companies will be extended to 
companies, partnership firms, trusts, 
societies and other corporate bodies 
owned, to the extent of at least 60 per 
cent, by non-residents of Indian origin. 

The taxation efiort of the Finance 
Minister will net an additional revenue 
of Rs 415.48 crorcs from customs duties. 
Relief has been granted on customs 
account to the tune of Rs 24.13 crorcs. 
The net additional revenue from this 
source, thus, will be Rs 391.35 crores. 
The net additional yield from the 
changes in the excise structure is esti¬ 
mated at Rs 198.48 crorcs. Of this, 


from Bis 1800 to Rs 3600* 

The annual letting value of a newly " 
constructed house let out on rent is to be 
reduced for tax purposes by Rs 3,6000 as 
against Rs 2,400. 


A deduction of 100 per cent will be 
allowed in respect of the firs* Rs 6000 of 
long-term savings such as life insurance, 
provident fund contributions, etc, plus 
50 per cent of the next Rs 6000, plus 40 
per cent of the balance. The monetary 
ceiling in respect of the savings qualifying 
for deduction has been raised from 
Rs 30,000 to Rs 40,000. 


The higher monetary ceiling in respect 
of artists, musicians, actors, sportsmen 
and athletes has been raised from 
Rs 50,000 to Rs 60,000. 



No deduction is to be allowed to a tax¬ 
payer if LIC policy is discontinued with¬ 
out completing premia for two years. 


Income Tax Exemption 

The income tax exemption for invest- 


Second, capital investment bonds arc to 
be issued to attract a larger flow of private 
savings for public sector investments. 
Maturing in 10 years, [theso bonds will 
yield an interest of seven per cent, free of 
income tax. They will be exempt from 
wealth tax, and up to Rs 10 lakhs in the 
case of their first holder, from gift tax. 
They arc expected to yield Rs 250 crores. 
This is the additional resource mobili¬ 
sation effort in the capital receipt sector. 

To mitigate the pressure on balance of 
payments, incentives have been pro¬ 
vided to non-resident Indians, both for 
remittances and investments by them. 
Any investment, without repatriation 
rights, made by non-residents of Indian 
origin, so long as it is not for transac¬ 
tions in commercial property and land, 
will be treated on the same footing as 
investments of resident Indian nationals. 
They will be allowed to invest, with 
repatriation rights, in any new or exist¬ 
ing company up to 40 per cent of the 
capital issued by such company. They 
can now purchase shares of companies 
quoted on the stock exchanges, subject 
to specified limits. The interest rates 
on new deposits of maturities of one 
year and above held in non-resident 


Centre’s share will be Rs 96.2 crores. 
The balance Rs 102.28 crores will be the 
share of the States. After taking into 
account the changes effected in the 
direct taxation structure, the additional 
revenue which will accrue from the new 
taxation proposals will be Rs 470.32 
crores for the Centre and Rs 63.26 crores 
in the case of the States. 

The Finance Minister’s proposals both 
in the direct and indirect taxation fields 
are wide ranging. They are as follows: 

Direct Taxes 

Standard deductions for salaried em¬ 
ployees has been raised from 20 per cent 
to 25 per cent without disturbing the 
celling of Rs 5,000. 

The encashmem benefit in lieu of un¬ 
availed earned leave given to employees 
when they retire has been exempted from 
income-tax. 

Monetary ceiling for those who are 
not receiving house rent allowance but 
are paying house rent in excess of 10 per 
cent of their income has been raised 
from Rs 300 to Rs 400 for exemption 
from income-tax. 

The deduction entitled to an owner of 
a self-occupied house from the annual 


ment in Government securities, units in 
Unit Trust of India, bank deposits and 
shares in Indian companies has been 
raised from Rs 3,000 to Rs 4,000 and 
the separate ceiling in respect of income 
from units, from Rs 2,000 to Rs 3000, 

The ceiling of the value of investments 
in specified financial assets exempt from 
wealth tax has been raised from Rs 1,50000 t 
to Rs 1,65,000. The separate exemptionof 
Rs 25,000 provided to units in Unit Trust 
of India has been raised to Rs 35,000. 

Monetary ceiling for investments made 
in equity shares of new industrial com¬ 
panies and companies engaged in pro¬ 
viding long term finance for construe 
tion or purchase of houses for residential 
purposes qualifying for tax deduction has 
been raised from Rs 10,000 to Rs 20,000. 

Personal taxation on the slab of 
Rs 60,001 to Rs 70,000 has been raised 
from 50 per cent to 52.5 per cent and on 
the slab of Rs 85,001 to Rs 1,00,000 
from 55 per cent to 57.5 per cent. 

Income tax is not to be deducted at 
source from interest receipts, etc, if the * 
recipient furnishes declaration that the 
estimated total income of the relevant 
year will be below the exemption limit. 

The tests of “residence” laid down for 
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* llxaiion purposes Have been deleted to 
obviate hardship to Indian citizens earn¬ 
ing income in foreign countries who 
N visit India for short spells. 

Indian citizen who leaves India for pur¬ 
poses of employment shall not be treat¬ 
ed as resident unless he has been in 
India for 182 days or more in a year. 

Exporters who export turnover for any 
year exceeds that of the immediately 
preceding year by more than 10 per cent 
will be entitled to tax relief. 

Construction contractors working out¬ 
side India will be permitted to exempt 
25 per cent of their profits from income 
tax, subject to certain conditions. 

j Concession to Banks 

Banks operating in foreign countries 
with the approval of the Government will 
be given a deduction up to 40 per cent 
of their income carried to a special re¬ 
serve accounts. 

Interest paid on credit sanctioned by 
scheduled banks for export of capital 
plant and machinery on deferred payment 
terms outside India has been exempted. 

Investment allowance at the rate of 
35 per cent granted in respect of machi¬ 
nery and plant installed for the manufac¬ 
ture of articles made with know-how de¬ 
veloped in Government laboratories, 
public sector companies, recognised in¬ 
stitutions and universities has been ex¬ 
tended to a period of five years. 

Benefit of tax concession to dividends 
has been extended to companies manu¬ 
facturing basic drugs, synthetic rubber 
aud rubber chemicals. 

Non-scheduled commercial banks ope¬ 
rating in the rural sector have been allow¬ 
ed tax concession to the extent of 1.5 
per cent of the aggregate average ad¬ 
vances. 

A 30 per cent depreciation has been 
allowed on devices and systems for 
energy saving or for minimising environ¬ 
mental pollution or for conservation of 
natural resources. 

The 100 per cent deduction in respect 
of donations granted to rural develop¬ 
ment programme has been extended to 
conservation of natural resources pro¬ 
grammes. 

Donations made to the national chil¬ 


dren^ fund have been put on pgr with 
donations made to other funds of na¬ 
tional importance. 

Taxation in respect of capital gains 
has been modified to relate the deduc¬ 
tion to the period for which the capital 
asset has been held by the taxpayer and 
allow a larger dcduuction in cases where 
the asset has been held for a longer 
period. The aggregate deduction in res¬ 
pect of capital gains relating to gold, 
bullion or jewellery will be restricted to 
Rs 50,000 only. 

Long-term capital gains arising from 
the transfer of assets where the net con¬ 
sideration is invested by the taxpayer in 
a residential house is exempted. 

Income Tax Act to be amended to en¬ 
sure that charitable and religious trusts 
do not forfeit exemption from income 
tax for the assessment year 1982-83 pend¬ 
ing the final recommendations of the 
Economic Administration Reforms Com¬ 
mission. 

Wealth tax on plantations such as tea, 
coffee, rubber and cardamom is to be 
discontinued. 

Exemption limit on the value of tools 
and instruments necessary for the tax¬ 
payer to carry on his profession is to be 
raised from Rs 20,000 to Rs 50,000. 
Ceiliug of the value of conveyances in¬ 
cluding motor cars for exemption from 
wealth tax is to be raised from Rs 30,000 
to Rs 75,000. 

The levy on the gross receipts of luxury 
hotels is to be discontinued in relation 
to the chargeable receipts of such hotels 
accruing or arising or received by them 
after February 27, 1982. 

Indirect Taxes 

Some other minor changes have been 
made in direct taxes. 

Auxiliary duties on all categories of 
imports is to raised by 5 percentage 
points, with certain exemptions. Items 
like crude petroleum, bulk petroleum 
products are to be excluded. 

Basic customs duty on cork and cork 
articles is to raised from 40 per cent to 
60 per cent ad valorem. On certain 
categories of dyestuffs from 60 per cent 
to 100 per cent ad valorem and on 
certain other categories of dyestuff. 


pigments and colours and paints and 
varnishes from 100 per cent, to 150 per 
cent ad valorem. 

Basic customs duty on certain items 
of iron and steel such as melting scrap 
of stainless steel and heat resisting steel 
and certain categories of alloy steel 
excluding stainless steel and heat resisting 
steel has been raised to 60 per cent ad 
valorem. 

The effective rate of basic customs 
duty on copper pipes and tubes, blanks 
and hollow bars of prescribed specifica¬ 
tions has been raised from 40 per cent 
to 60 per cent ad valorem, 

Basic customs duty on polyester chips 
has been increased from 100 per cent to 
140 per cent. 

Duty on Newsprint 

The customs duty 15 per cent ad 
valorem on imported newsprint has been 
converted into a*specific levy of Rs 825 
per metric tonne. 

Customs duty on imported zinc con¬ 
centrates has been reduced from 50 per 
cent to 15 per cent ad valorem and that 
on lead concentrates from 50 per cent 
to 5 per cent ad valorem. 

Customs duty on imported zinc metal 
has been increased from 50 per cent ad 
valorem to 60 per cent. Excise duties on 
indigenously produced z ; nc metal, zinc 
scrap and zinc production has been 
raised by Rs 715 per metric tonne, that 
on lead metal and scrap by Rs 374 per 
metric tonne. 

The excise duty on zinc pipes and 
tubes will go up from 38.5 per cent to 
49.5 per cent ad valorem. 

Existing specific rates of export duty 
applicable to different grades of chro¬ 
mite into and concentrates have been 
converted to an ad valorem duty of 10 
per cent. 

Calcium ammonium nitrate and am¬ 
monium sulphate have been exempted 
from custom duty. Import duty on 
internal combustion engines a nd non- 
interchangeable parts of engines far 
manufacture of power tillers has been 
reduced from 125 per cent to 50 per 
cent. 

Ten more bulk drugs imported for 
life saving drugs are exempted. Basic 
customs duty on electronic items such 
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as computers, calculating machines, 
accounting machines, cash registers and 
certain electronic sub-assemblies has 
been raised from 40, 50 and 60 per cent 
to 100 per cent ad valorem. 

The scope of present import duty con¬ 
cessions have been extended to cover 45 
new items of capital equipment and 13 
new items of raw materials and compo¬ 
nents used by the electronics industry. 
The customs duties leviable on these 
items'are proposed to be reduced from 
the respective existing rates to 35 per 
cent ad valorem in the case of machinery 
and instruments and to 55 per cent ad 
valorem in the case of raw materials and 
components. 

FTZ Production 

Twentyfive per cent of the production 
of units in Free Trade Zone has been per¬ 
mitted for sale or use within the country 
on payment of appropriate duties. 

The total excise duty on ordinary 
Portland cement, Portland Pozzolana 
cement, blast furnace slag cement and 
masonry cement is to be raised from 
Rs 71.50 to 135 per metric tonne. The 
more expensive special varieties of cement 
will be subject to higher rates of duty. 
Dual pricing system has been introduced 
in the cement industry. 

The effective total excise duty on 
cement produced in mini-cement plants 
is to be fixed at Rs 100 per tonne. 

Basic customs duty of 10 per cent is 
to be imposed on imported cement 
together with full countervailing duty. 

Video cassette recorders and repro¬ 
ducers, television cameras and video 
cameras and similar goods will be sub¬ 
ject to a basic excise duty of 25 per cent 
ad valorem. 

Basic duty of 40 per cent will be levied 
on electronic machines for games of skill 
or chance including those used for tele¬ 
vision games and video games. Certain 
changes in the fiscal levies arc applicable 
to man-made fibres and yarn. 

Aerated water would be taken out of 
the general scheme of excise duty con¬ 
cession and a new scheme is to be devised. 

Scheme for excise duty concession 
would be formulated for increased pro¬ 
duction during the J 2 months commenc¬ 
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ing March 1, 1982. The scheme would 
cover 31 tariff items. 

Pencils, pens including boll-point peni, 
refills, laboratory glassware thermos 
flasks and other minor items have been 
exempted from excise duty. 

Full exemption has been granted for 
polyester blended fabrics woven on 
handlooms from processing stage duty 
if they are processed in factories set up 
by State handloom development corpora¬ 
tions or apex corporative societies. 

Duty on blended cotton yarn and 
cellulosic spun yarns has been raised 
from Rs 1.63 per kg to Rs 7.5 per kg. 
The total incidence on such blended 
yarn containing more than one-sixth 
but less than 50 per cent of polyester 
fibre is reduced from Rs 22.50 per cent 
per kg to Rs 11.25 per kg. 

Total incidence of Central excise duty 
bn acrylic fibre has been increased from 
Rs 12.53 per kg to Rs 17.50 per kg 
and simultaneously the countervailing 
duty on imported fibre has been reduced 
from Rs 37.50 to Rs 30 per kg. 

Viscose Staple Fibre 

Duty on viscose staple fibre has been 
raised from Rs 3.25 per kg to Rs 4 per 
kg. and the duty on polynosic and high 
wet modulus fibres reduced from Rs 5 
to Rs 4 per kg. 

Customs duty on acetate filament yarn 
has been reduced from 125 per cent to 
20 per cent ad valorem. 

Man-made fabrics having ex-factory 
prices of more than Rs 20 per square 
metre would attract dnty at 7.5 per cent 
ad valorem. 

Duty on tyres is to be raised from 
60.5 per cent to 65 per cent ad valorem. 

Excise duty on aluminium metal has 
been made specific - Rs 3,085 on 
electrolytic grade ingots, Rs 3,125 on 
billets, Rs 3,330 on wire rods and 
Rs 3,280 on wire bars. 

Existing duty differential on biri has 
been abolished. A uniform compose 
duty rate Rs 3.60 per thousand intro¬ 
duced. 

The general scheme of excise duty cone- 
cession applicable to small manufacturers 
of 72 specified commodities will be 
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extended to manufacturers of asbestos 
and yam. 

Rate of printed post cards is to be 
raised from 20 paise to 25 psise, lettes 
cards from 25 paise to 35 paise and 
envelops of the lowest weight from 35 
paise to 50 paise. No incease has been 
proposed in the rate of ordinory post 
card. The tariff for book-post articles 
is to be raised from 25 paise to 30 paise. 
(The change in postal tariff to yield 
Rs 35.33 crores.) 


Tamilnadu Strives to 
Raise Resources 


As anticipated it proved to be a 
bonanza—the vast dilution of the 
prohibition policy. When the Finance 
Minister announced it while present¬ 
ing the budget for 1981-82 last 
year or when the Finance Secretary 
briefed the press subsequently they were 
cautious not to make any prediction on 
the size of the excise revenues anticipat¬ 
ed and when the budget for 1982-83 was 
presented a measure of the money that 
had gone dewn the throats in the 
form of licit liquor was available. The 
revenue from excise shot up from the 
meagre Rs 8.48 crores to Rs 102.76 crores. 
Of course when the revenue itself is of 
this order the value of liquor gulped 
could be a few times this and the State 
introduced this relaxed policy not even 
from the; beginning of the financial year 
but only from July 15—that is some 105 
days short of a year. For 1982*83 
excise revenues arc estimated at Rs 146.50 
crores. One can of course be sure that 
at least in this, the target will be exceed¬ 
ed quite comfortably. 

Finance Minister Nedunchezhian’s 
third budget estimated revenue receipts 
for 1982-83 at Rs 1569.49 crores and 
revenue expenditure at Rs 1370.04 crores, 
leaving a rather comfortable surplus on 
the revenue account at Rs 199.45 crores.* 
The growth in revenues between 1980-81 
and 1981-82 was nearly by a sixth—from 
Rs 1279.96 crores toRs 1423.46 crores. 
The extent of underestimation of revenues 
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for 1981-82 was staggering* Budget esti¬ 
mates just placed these at Rs 1128.27 
crores, even less than that for the previous 
year and this despite the decision to al¬ 
most scrap prohibition. In the bargain it 
had a jump of nearly Rs 300 crores in 
revenue receipts between what was esti¬ 
mated while presenting the budget and 
the revised estimate. 

The position in regard to capital fund 
is of course not this comfortable. In the 
budget estimates, capital receipts are 
placed at Rs 300 crores while expenditure 
under capital account including loans and 
advances arc estimated at Rs 670.34 crores. 
Thus a deficit on Rs 370.33 crores is 
estimated on the capital account. 

4 Tamilnadu has compelling reason to 
1 increase its total income. According to 
the National Sample Survey (38th round— 
1977-78) 57.2 per cent of the people of 
the State are shown to be living below 
the povcity line, against the national 
average of 48.13 per cent. 

The efforts made in this year's budget 
marked a welcome departure to exert 
and raise additional resources through 
fresh levies. The budget for 1982-83 
attempts to raise an additional Rs 38 
crores through additional taxes. Perhaps 
it has taken the lead of the neighbouring 
Karnataka in proposing to levy a 5 
per cent sales tax on handloom silk 
fabrics. Handloom silks have suffered an 
. increase in price of nearly 100 per cent 
within the last five years, and there is no 
reason why the State should not get some 
revenues out of this luxury good. 

Tax on Liquor 

MGR is an ardent prohibitionist; 
and perhaps he reminded one of the 
propensity of successive Central Finance 
Ministers in singling out cigarettes and 
tobacco for special treatment; only his 
Government concentrated on liquor. The 
budget proposed to double the existing 
rate of sales tax on Indian made foreign 
liquor and imported liquor from 25 per 
cent to 50 per cent. This factor, combined 
with the proposal of increasing the rate 
of multipoint sales tax from 4 per cent 
to 5 per cent are bound to push up the 
cost of every type of liquor and may 
lead to a great deal of smuggling from 
neighbouring Pondicherry, where the 
rates of levy are at a third of what has 


been proposed and also, to a great deal 
of illicit brewing. The arithmetical 
adjustments of a two per cent hike in 
the rate of sales tax on motor vehicle 
parts, tyres and tubes, biscuits, choco¬ 
lates, power operated machinery, cement 
and the like and a one per cent increase in 
electrical goods, instruments, cotton 
yarn are among the other proposals. As 
in the past irrigation and power will 
continue to receive a good chunk of the 
total developmental outlay. 

The programme for industrial deve¬ 
lopment continues to be uninspiring 
excepting for continuing the thrust on 
industrial estates. The growth in the 
sugar industry offers the most glaring 
example of such a lack of thrust. In 
almost an entire decade from the end 
of the Sixties to the end of the Seventies 
total peak production of sugar in the 
State increased by just 160,000 tonnes. In 
Maharashtra, with comparable conditions, 
this increase was of the order of 12 lakh 
tonnes. The State is struggling to get 
the clearances for its proposals on public 
sector projects and its cooperative units 
have not been taking up much expansions. 


S' Viswanathan writes 
from Madras 


The mulcting of private sugar mills by 
the Karunanidhi regime of crores of 
rupees also has perhaps scared new 
entrants. The State seems to have waken 
up to the stagnation in such a vital 
industry and the Finance Minister referr¬ 
ed to the policy decision taken by his 
Government that in case the public and 
cooperative sectors did not come forward 
to set up sugar factories, the private 
sector would be permitted to set up 
sugar mills in areas where sugarcane is 
available. Of course it was perplexing 
why in these five years of A1ADMK rule, 
it could not como forward with a number 
of plans for setting up sugar factories in 
the public and cooperative sectors. 

Somehow the MGR Governmeut seems 
to believe more in doles than in a rational 
resources management. The present 
budget has come out with a massive 
scheme to provide one meal a day to 
all poor children in the age group of two 


to ten. This is estimated to cost Rs 100 
crores. The modalities of implementation 
have not been made clear; the Finance 
Minister appealed to philanthropists 
and social organisations to extend 
their cooperation. The basis of this 
scheme is of course laudable. The per¬ 
sistence of malnutrition is a matter to 
be ashamed of. Also there was the 
curious and very sad experience: the 
State which has the distinction of mak¬ 
ing education free right upto the level 
of university decades before many others 
thought of it, continues to add every 
year a substantial number of illiterates 
to its population. The number of drop¬ 
outs before child reaches the fifth class 
which used to be staggering at over 
60 per cent even in the early Seventies, it 
is claimed, has come down to about a 
third today. The Stale has been spend¬ 
ing neaily a fourth of its total budget on 
education. And such poor results at 
such high cost! 

Mid-day Meal 

The State pioneered the laudable , 
scheme of providing of free meal 
in the mid-day to school children* 
But its implementation brought in a 
great deal of corruption. It is, there- 
fore, going to be much more difficult to 
administer a massive programme of the ! 
type proposed by the Finance Minister* 
The State Government could introduce * 
certain salary limits to entitle people 
for enjoying the facility of free education 
and attempt to save considerable amounts 
on the heavy subsidies it is making 
under this head ahd channel it for the 
laudable programme proposed. 

The handling of power is about the 
most disgusting of the budgetary exercise. 
The Finance Minister continues to wail 
over the heavy losses suffered by the 
State Electricity Board. Two years ago 
in his first budget. Finance Minister, 
Mr Nedunchczhian, mentioned that the, 
average cost of delivering power to a 
LT consumer was 43 paisc; against which 
the farmer was charged 12 paise and4fee - 
bigger ones 14 paise a unit. Since then 
the cost of generation has gone up much 
higher and yet the State has been content 
incoming out with statements on bow 
difficult it has been to maintain such 
subsidies. The Finance Minister men- 
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tioned that at the existing level of elec¬ 
tricity tariff the board was expected to 
end up with a deficit of Rs 51 crores. 
Adding to this the Plan outlay of Rs 220 
crores, the board would require Rs 271 
crores in 1982-83 for which it depended 
entirely on the State Government. 

The Finance Minister is well-known for 
his long-winded speeches and his professo¬ 
rial predcliction for repetitiveness. It is 
best exemplified in his wail over how un¬ 
economic the electricity rates are. Two 
years after referring to this, he has again 
mentioned that it was inescapable that 
the Tamilnadu Electricity Board has to 
have a second look at the existing tariff 
structure, [n this period, the neighbour¬ 
ing Andhra Praddcsfi Electricity Board 
has come out with at least four 
revisions in its tariff and has been able 
to generate substantial resources to take 
care of very large expansions to capacity. 
Neighbouring Kerala which has been 
selling large quantities of power to 
Tamilnadu has indicated a steep hike 
of nearly 23 paise a unit from the 
present 26 paise a unit to the power it 
has been selling to Tamilnadu when 
the present agreement comes to an end. 
The State has absolutely no business to 
lose so heavily on power, over a fourth 
of which is consumed by the agricultural 
sector through enormous subsidies. The 
loss of revenue naturally denies vital re¬ 
sources for other developmental purposes. 


Railway Budget 
Impact on W.B. 


Industrial and trade associations in 
West Bengal criticised the railway budget 
for 1982-83 for adopting measures which 
aggravate the inflationary situation in 
the country. The decision to withdraw 
the exemption from the supplementary 
charges from a number of commodities, 
the sharp increase in working expenses, 
the absence of any relief for the eastern 
region in regard to the discriminatory 
freight policy on co:il and steel, and the 
ailure to improve amenities to passengers 
ivere among the major points highlighted 
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by these associations. The price level in 
West Bengal is likely to increase as a 
result of the railway budget since this 
State depends heavily on other States 
for getting its requirements of many 
essential items. 

Foodgrains, chemical manures, edible 
oils, fruits, vegetables and sugar are 
some of the products on which the 
exemption from the levy of supplemen¬ 
tary charges has been withdrawn. The 
freight on salt for human consumption, 
moving over a distance of 1000 kms, has 
been raised from Rs 81.30 per tonne to 
Rs 118.30, on sugar from Rs 163.40 per 
tonne to Rs 187.90, on edible oils from 
Rs 175,70 per tonne to Rs 202.10 and 
on certain categories of chemical 
manures from Rs 139.30 p^r tonne to 
Rs 160.20, Mr P.C. Sethi said that the 
railways were incurring heavy losses in 
transporting these commodities. But he 


R. J. Venkateswaran writes 
from Calcutta 


should have examined whether these 
losses could not have been reduced by 
other measures than by raising their 
cost of transport, 

The ordinary working expenses 
amounted toRs 2426.81 crores in 1980-81. 
The budget for 1981-82 estimated this 
figure at Rs 2662 84 crores but the 
revised estimate is Rs 2940.50 crores. 
To some extent this increase was due to 
factors beyond the control of railways, 
such as the higher prices of petroleum 
products as well as the cost of materials 
and stores. Even so, the Ministry should 
have explored the scope for economy. 
It is significant that in 1980-81 staff 
wages accounted for 40.95 paise of the 
railway rupee, miscellaneous expmses 
for 8.41 paise, fuel for 16.70 paise, stores 
for 11.45 paise, and the rest of the rupee 
was absorbed by other items like divi¬ 
dend, depreciation reserve fund, pension 
fund and development works. Mr Sethi 
said that economy in expenditure had 
been engaging the Ministry's “utmost 
attention” and that instructions had been 
given to the General Managers to elimi¬ 
nate wasteful expenditure “to the maxi¬ 
mum extent possible”. But considering 

570 


the light-hearted manner in wfcidi fares 
and freights were steeply raised from time 
to time, one wonders whether the Ministry 
is really taking care to avoid unnecessary 
expenditure. 

Mrs Sethi's reference to the metro 
railway in his speech was far too sketchy 
and disappointing. He said that trial 
runs between Dum Dum and Belgachia 
on the metro railway were being made 
and that “the work on other sections is 
also progressing satisfactorily”. The 
Minister does not seem to have been 
well informed about the actual progress 
being made by the Calcutta Metro 
railway and the enormous disruption that 
is being caused to normal life as a result 
of its slovenly implementation. \ 

w 

IMF Connection 

West Bengal’s Finance Minister, Mr 
Ashok Mitra, criticised the railway 
budget by saying that it had been dictat¬ 
ed by the International Monetary Fund. 
But the West Bengal Government should 
look at the budget from a positive angle. 
Though it contains several unpleasant 
aspects, it also includes certain features 
which are likely to help West Bengal’s 
economy. The annnal railway plan for 
1982-83 has been fixed at Rs 1137 crores 
but Mr Sethi has said that it might be 
possible to get more allocations in the 
next year. 

The West Bengal Government 
should persuade the Railway Minister 
to place more orders on the industries 
in the State so that they can make better 
use of their installed capacity. Mr Sethi 
said that a special programme had been 
drawn up by his Ministry to develop 
tourism. The West Bengal Government 
could suggest how the State can help 
the railways in the latter’s efforts to 
attract more tourists. Above all, the 
West Bengal Government should more 
effectively cooperate with the railways in 
ensuring the safety of passengers by 
checking crimes in trains. Mi Sethi 
said that the problem of crimes had been 
causing “deep concern” and he express-* 
ed his intention to tackle it effectively 
“within the shortest possible time”. He * 
also announced that he would hold a 
conference of Chief Ministers to discuss 
this matter. The Government of West 
Bengal should suggest in what ways it 
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Vent robberies and dacoities but also to 
undertake investigations of such inci¬ 
dents. 


Guns for 
Bank Managers? 


The West Bengal Government has at 
last woken up to the urgent need to 
check the menace of bank dacoities. A 
meeting was held in Writers’ Building on 
February 22 under the Chairmanship 

. of the Chief Secretary, Mr A.K. Sen, 

jf which was attended by the representa¬ 
tives of banks, the Inspector-General of 
Police, the Police Commissioner, the 
Superintendents of Police, and officials 
of the General Insurance Corporation. 
Mr Arun Sinba, Joint Secretary, Union 
Ministry of Economic Affairs (Banking), 
was also present. It is not known how¬ 
ever who took the initiative for conven¬ 
ing this meeting—the State Government 
or the Government of India. In cither 
case, the move is indeed commendable 
since neither the State Government nor 
New Delhi can afford crimes in the 
banking sector to go on unchecked. 

Several proposals were made at this 

t meeting to strengthen the security 

* arrangements in banks. Among the sugges¬ 
tions were the issue of gun licences to 
bank managers on a liberal basis, instal¬ 
lation of electronically operated doors 
with alarm systems fitted into the 
vaults of banks, special locking arrange¬ 
ments at cash counters, direct telephone 
links with local themas , and deployment 
of mobile police patrols around banks 
during office hours. Another proposal 
was that banks should consult Superin¬ 
tendents of Police in the districts and 
deputy commissioners of police in 
Calcutta on security arrangement before 
opening new branches. 

* Some of these suggestions, if imple¬ 
mented properly, will help to halt the 
rising t end in bank dacoities. But is 
it a sound idea to issue guns to bank 
managers ? Can the latter use them 
effectively without adequate training ? 


Moreover* wifi it hot be desirable to 
have a national policy in this matter, 
since bank dacoities also take place in 
many other parts of the country ? Such 
a policy should ensure that in future 
only those bank managers are transferred 
to West Bengal from other States, who 
have some experience in handling guns. 
It also follows that managers with ex¬ 
pertise in the use of guns who are work¬ 
ing in West Bengal should preferably 
be transferred only to those places where 
crimes in banks are on the rise. In any 
case, is it not for the Reserve Bank to 
lay down the policy in this matter and 
also issue some guidelines to be followed 
by bank managers as to how and when 
they should handle the guns ? 

Hitherto, the opening of new bank 
offices has been determined by certain 
economic criteria. But henceforth it 
seems that the police also will have a 
say in this matter. It remains to be 
seen to what extent this new approach 
will slow down or speed up the spread 
of banking activities in West Bengal and 
other parts of the country. 

Strengthening the security arrangements 
should be accompanied by more disci¬ 
pline in the banks and greater dedication 
among their employees of all categories. 
The Union Finance Minister, Mr Pranab 
Mukherjee, told the Chief Executives of 
banks in New Delhi on February 15 that 
they should not permit indiscipline, 


loitering, unauthorised absence front 
duty, stoppage of work, and pasting 
of posters and slogans on office 
buildings. Little did Mr Mukherjee 
realise that when he made these remarks 
he was, in fact severely indicting the 
performance of the public sector banks. ; 
Have the chief executives been made so 
powerless as to render them incapable 
of taking even action of a routine nature 
against indiscipline ? Why did they 
have to be reminded publicly by the ; 
Finance Minister about their elementary ^ 
duties like the need to prevent employees ; 
from loitering around during office hours - 
and disfiguring the premises of banks ? ; 
Mr Mukherjee said that there was much 
scope for improving productivity and ■ 
efficiency in banks. Measures to strong* ^ 
then the security arrangements therefore ! 
will produce the desired results only if, l 
at the same time, the authorities abandon : 
what the Finance Minister described as.; 
their “too liberal and permissive 
approach”. ,<■ 

Meanwhile, the Reserve Bank should ) 
start collecting statistics on a regular 
basis regarding the number of banfcv 
dacoities. State-wise and district-wise, 
the amounts looted and recovered, the 
number of persons arrested, nature of 
punishment given to them and so on* 
Such data should be published period** 
cally along with other statistics so that 
the country can have a clear idea of the. 
trend in the progress of banking. 


t 

t 

X 

t 

x 

x 

i 

X 

X 

X 

X 

V 


Are you an Executive in Government Industry or Trade, 
desirous of keeping yourself abreast of day-to-day 
economic and financial events in India and abroad ? 

Subscribe to 

EASTERN ECONOMIST 

(India's leading economic weakly) 

UCO Bank Bldg-, Parliament Street, 

P.O. Box No 34, NEW DELHI-110001 


’V 

t 

i 


Phone: 389518 


X 
X 
X 
X 

»♦ hh *♦♦♦ -*'» 


Gram: "RESEARCH" 


EASTERN ECONOMIST 


571 


MARCH 5 . 1982 



[Window on the World 


The Buck Talks Here * 

V. Balasubramanian US Role in the MDBs 


[ The Japanese arc making an interesting 
1 bid to buy off American antagonism in 
: trade relations. A group of their lead¬ 
ing businessmen and bankers as reporte¬ 
dly getting together with Government 
officials to work out a scheme for a 10- 
billion dollar fund for investment in job- 
creating industries in the United States. 
The idea is that this money could be lent 
on concessional terms to American busi¬ 
nessmen in the hope that they might also 
be assisted simullacnously with Japanese 
know-how counselling and services in the 
areas of approptiate technology, product 
development, quality control, marketing 
techniques and productivity practices. 
The Japanese seem to think that this 
could be a creative response on their part 
to American grousing that Japanese im¬ 
ports are taking jobs and markets away 
from the natives. So far theie have been 
no signs that American businessmen are 
resenting the presumptuous implications 
of this move, nor is it to be taken for 
granted that the Reagan administration 
will bluntly reject the gesture on the 
ground that it smacks of the soft-loan 
programmes of the development aid insti¬ 
tutions to which it is opposed for practi¬ 
cal reasons as well as on philosophical 
grounds. 

Blunt Opposition 

That opposition, however, is being 
more bluntly stated than ever before for 
the benefit of the multilateral development 
banks as well as the Third World coun- 
| tries. Despite his problems with the grow¬ 
ing tribes of critics or sceptics who are 
becoming increasingly articulate about 
i the social consequences of the President’s 
f economic programme, or the internal 
| contradictions of its policy structure, 
| Secretary of the Treasury, Donald T. 
Regan, has found time for a plan of 


action to tighten the development aid 
screw. A manual for this purpose has 
been provided to him by a departmental 
team headed by the formidable Under¬ 
secretary Beryl Sprinkel, who simply does 
not believe in letting tax-dollars being 
thrown at the economic or social prob¬ 
lems of feckless Third World countries 
which do not have proper respect for the 
magic of the market place. Its report 
on US participation in multilateral deve¬ 
lopment banks has now been made public 
with Treasury Secretary Regan going on 
record that its recommendations will 


Small Talk from 
Washington 


form the basis of US policy for the years 
ahead. 

Describing the study as “the most tho¬ 
rough US examination of the multilateral 
development banks since they were estab¬ 
lished”, Secretary Regan has accepted 
its main recommendations fora “neces¬ 
sary framework for future US participa¬ 
tion in the MDBs and to outline policy 
goals to be pursued”. The Sprinkel 
group has studied for the purpose of this 
report the policies and operations of four 
institutions—the World Bank group, the 
Inter-American Development Bank, the 
Asian Development Bank and the African 
Development Bank. Its findings on an 
appropriate policy and budgetary frame¬ 
work for US participation in these insti¬ 
tutions in the 1980s have been arrived at 
“by applying the administrations basic 
policy preferences and priorities”. The 
group seems to havc # spent some anxious 
days or, perhaps, weeks examining how 
far the US Government has been able to 
play a leadership role in shaping the 


functioning of these institutions all these 
years. The relevant chapter is refreshing¬ 
ly candid and it will no doubt be much 
discussed in the US and outside—espe¬ 
cially outside. 

Significant Issues 

A total of fourteen significant issues 
have been identified for a detailed review 
of how effectively the United States was 
abb to influence the MDBs over the last 
ten years. Of this representative sample, 
the results—in terms of the extent to 
which the eventual outcome matched the 
original objective—were judged fully 
successful in nine instances, while "we 
were partially successful in three instan¬ 
ces and failed in two of the cases stu¬ 
died.” Not a poor score by any means— 
and a very good reason, surely, for the 
US continuing to support the MDBs, 
especially if it could pursue a strong 
policy for influencing these institutions 
even more directly and completely in the 
future, as Treasury Secretary Regan and 
his officials plan to do. The fourteen 
case-histories provide highly interesting 
insights into how on these occasions, the 
US was able to relate its prestige as a 
world leader, its position as a major 
MDB shareholder, its capabilities as a 
primary actor in the banks and even the 
physical advantage of the World Bank 
group being located in the American 
capital to the results it had sought and 
was able to obtain in a large majority of 
cases. 

That the World Bauk has had to aban¬ 
don a proposal to set up an energy 
affiliate is counted among the successes 
of American influence or intervention is 
a revealing indication of how the score 
card was marked, but there can be no 
denying the merit of the kind of frank 
and open discussion of policy instruments 
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and goals which this report, so refresh¬ 
ingly different from the usual run of such 
documents, has presented to public scru¬ 
tiny. Indeed, the report even emphasises 
that ‘‘analysis of the fourteen cases stu¬ 
died reveals that US leadership involved 
in each case the expenditure of political 
capital” and proceeds to draw the moral 
that the Americans should be even more 
ready to invest their political capital in 
the future in influencing MDB manage¬ 
ments and also member-countries which 
are major donors. 

Effective Organs 

The conclusions reached in the report 
on the performance of the MDBs, as 
viewed from an American angle are that 
they, by and large, have been most effec¬ 
tive in contributing to the “achievement 
of our global economic and financial ob¬ 
jectives and thereby also helping us in 
our long term political and strategic inte¬ 
rests,” more specifically, the hard-loan 
windows of the MDBs have been credited 
with having contributed significantly to 
the achievement of the US long and 
medium term political/strategic interests”, 
although disappointment has been expres¬ 
sed with their having been “less effective 
with regard to the achievement of short¬ 
term objectives, where the identification 
of the assistance with the United States 
is important”. Yet another finding is that 
the MDBs “have served US commercial 
interests well”. 

For its continuing participation in the 
MDBs, the US, says the report, should 
exercise its leadership in such a way that 
these institutions improve their effective¬ 
ness as catalysts for market-oriented 
economic growth in developing countries. 
The key elements of such a strategy are 
to be essentially these: 

(a) The US should seek to have lending 
policies and programmes increasingly 
stress the importance of correct pricing 
and allocative incentives, with particular 
emphasis on the private sector orienta¬ 
tion being followed by the Intel national 
Finance Corporation. In addition, grea¬ 
ter resort to private sector financing 
through expanding co-financing activities 
is to be promoted. 

(b) Annual country and sector lending 
levels should be made more flexible and 
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less liable to be determined by arbitrary 
aggregate lending targets. The amounts 
and types of lending are to be geared to 
a borrower’s willingness to implement 
policy reforms through stricter adherance 
to loan conditionality. 

(c) The United States should seek 
better utilization of scarce MDB conces¬ 
sional funds through the adoption of a 
systematic “maturation” policy designed 
to move countries from total reliance on 
“soft funds” to “hard-and-soft blends” 
and then into the “hard-loan windows” 
exclusively. Recipient countries should 
be moved through this maturation pro¬ 
cess as rapidly as their debt-servicing 
capacities and creditworthiness permit. 
Such a policy will enable ihe banks’ 
scarce concessional funds to be reserved 
for the poorest of the lJDCs willing to 
help themselves. Concurrently, improv¬ 
ed implementation of graduation policies 
for the hard-loan windows will be needed 
for phasing out lending to the most ad¬ 
vanced borrowers consistent with their 
financial and development prospects. Co¬ 
financing should play an increasing role 
during the phase-out period. 

(d) The MDBs are expected to be even¬ 
tually phased out of reliance on new 
paid-in capital for the hard-loan win¬ 
dows, consistent with maintaining the 
financial integrity of the institutions. 
The United States should begin to re¬ 
duce its participation in the soft-loan 
windows in real terms. Int terms of over¬ 
all US interest in the MDBs, callable 
capital allocations to the banks should 
have priority over concessional window 
replenishments. 

Multilateral Institutions 

Treasury Secretary Regan concedes 
that, although the US may be the single- 
most powerful participant in the MDBs, 
they are nevertheless multilateral institu¬ 
tions and they will have to be run as 
such. He consequently recognises that 
the planned US strategy ‘‘will require a 
skillful effort to build an international 
consensus supporting our policy objec¬ 
tives.” The implication is that the US 
will try to get as many industrial or 
otherwise influential nations as possible 
to support it in guiding or directing 
MDB managements to function in terms 
of American policy goals. 
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More immediately, the Treasury re¬ 
port’s discussion of a budgetary frame¬ 
work for the American role in the 
MDBs should have practical significance 
for the on-going programmes or the 
near-term plans of these institutions. 
It notes that “the administration re¬ 
mains committed to financing those MDB 
cost-sharing arrangements which have 
already been agreed to internationally”. 

Uncertain Position 

Thus there is no declared intention yet 
on the part of the Reagan administration 
to reconsider its revised pledge to com* 
mit fully over an extended period the 
amount of S3.2 billion which the US had ; 
originally agreed to provide for the' 
three-year sixth replenishment of IDA. 
In fiscal ! 981 a sum of $520 million had 
been appropriated and in the current 
fiscal 1982, an amount of S700 million. 
For fiscal 1983, the administration has 
proposed an appropriation of $945 mil¬ 
lion, which would leave a balance of $1.8 
billion to be found in fiscal 1984. It is 
however unlikely that Congress will bfe 
persuaded to vote these increased'^ 
amounts, or indeed approve of sums 
larger than the $700 million it had 
so reluctantly reconciled itself to for 
fiscal 1982. 

Quite possibly the Reagan administra¬ 
tion may be quite content to have Cong¬ 
ress play it its own way. After all, the 
Treasury report has come out strongly 
in favour of a greatly diminished scale 
of financial participation in the MDBs in 
the period from 1985 onwards. Three 
options were considered—no US partici¬ 
pation in soft-loan replenishments, which 
would mean a low annual US appropria¬ 
tion for budget authority of only $125 
million for the MDBs after fiscal 1984, 
a major reduction in US participation in 
soft-loan replenishments, which would 
imply an annual US appropriation for 
budget authority of one billion to 1.25 
billion dollars for the MDBs in the mj,d- 
1980s, or a modest real reduction in US 
participation in soft-loan replenishments, 
leading to an annual US appropriation 
for budget authority of $1.5 to 1.75 billion 
in the mid-1980s for all MDB operations. 

The report has plumped for the middle 
path as being consistent with the ad- 
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Today, as Jamshedpur 
remembers with reverence, 
India pays tribute to a 
remarkable man—Jamsetji 
Nusserwanji Tata. Man of 
vision, prophet of destiny. 

Indomitable determination, 
patriotic fervour and above 
all the spirit of adventure 
marked every step he took. 
And such was Jamsetji’s 
magnetism that those 
around him were fired by a 
common zeal. 

Today everywhere you look 
in Jamshedpur there is 
well-being and 
contentment. Living 
evidences of a man's 
prescience and breadth of 
outlook. For Jamsetji Tata 
truly believed that the 
wealth generated by 
industry must benefit the 
people and, thus, enrich the 
nation. 


TATA STEEL 

In Joyous Remembrance of Jamsetji Tata * 
Bom March 3,1839 . 


t 




675 


' 'vk' r WUF*T \ 


MAKCH 5,;1982 i 



Indonesia Hit by Oil Glut 

A poor export outlook is forcing some tough policy decisions on the 
Indonesian Government . Oil and gas revenues were essentially flat in 1981, 
and non-oil exports declined by 25 per cent in nominal terms . Imports, on 
the other hand , continued to increase and the current account recorded its 
first deficit in several years—about $ I billion according to preliminary esti¬ 
mates . Continued weakness in the oil and commodity price outlook for 1982 
suggest the current account will deteriorate further this year . With develop - 
ment expenditures on the rise , the Government has been pressed to make some 
bold and politically surprising changes in fiscal and trade policies in order 
to offset the stagnating oil revenues . Despite large increases in domestic 
prices, authorities cut fuel and food subsidies by 39 per cent in the fiscal 1982- 
83 budget. In addition, the Government has initiated a series of export 
promotion measures, restricted imports of certain consumer products , and 
instituted a controversial “counter-purchase" scheme , whereby some of the 
foreign companies awarded Government contracts are required to arrange for 
the export of Indonesian products equal to the value of materials and equip¬ 
ment brought into the country. 


ministration’s purpose of playing a 
stronger leadership role in the MDBs, 
while tailoring its financial commitment 
both to its overall economic policy and 
the need for stringent budgetary restraint 
over the next several years. In this 
scenario, on the assumption that, acting 
on the principle of cost-sharing, 
other donor countries would also be 
Stepping down their contributions to 
concessional lending, the resources avail¬ 
able for soft-window loans may be reduc¬ 
ed by amounts within a range of from 
30 per cent to 45 per cent in real terms. 
This would mean that soft-loan windows 
will open only to the very poorest coun¬ 
tries, although concessional lending to 
these countries themselves may still not 
grow at more than nine per cent per year 
in nominal terms from 1978-80 levels. 

The Treasury report is, above, all, an 
obvious political document. Its foreign 
policy perceptions has persuaded the 
Reagan administration that it may not 
be a smart idea to opt out of the deve¬ 
lopment assistance business. 11 has there¬ 
fore to find a way of presenting a case 
for continuing participation in the 
MDBs that has a chance of countering 
resistance in Congress as well as outside 
to development assistance commitments 
at a time when Federal spending outside 
the Defence budget is being cut exten¬ 
sively and social programmes are being 
slashed. 

Dollar "Speaks” 

Hence the dwelling on the leader¬ 
ship role which the US has been able to 
play in fashioning the policies or deci¬ 
sions of the MDBs and the insistence 
on a policy framework for continuing 
participation which would ensure that, 
in determining MDB purposes and priori¬ 
ties, the dollar speaks even more loudly 
and clearly in the future than it had 
done in the past. Not only this. The 
Treasury report also emphasises the pos¬ 
sibility that the US may contrive to have 
more political clout for fewer bucks. 
This could be the moment of truth for 
development aid as a concept of imper¬ 
sonal cooperation in international eco¬ 
nomic relations. 

Tailpiece : Some are born great, some 
have greatness thrust on them and there 
3&;al*o some who h ive greatness thrust 



away from them. Poor George Bush 
seems to be in the last category. The 
other day, with all those Libyan “hit 
squads” prowling around, when some¬ 
thing hit his limousine, it had to be a 
mere brick from a construction site. 
Then, again, his public relations men 
made a well-meaning attempt to rid him 
of the haunting embarrassment of having 
characterised Reagan’s economic prog¬ 
ramme as “voodoo economics”, when 
both were campaigning for the Repub¬ 
lican nomination. They suggested that 
Bush did not utter the phrase which had 
only crept into his campaign literature. 
Promptly they were confronted with a 
TV replay of a video tape of a public 
address in which Bush had mouthed 
those words, not once, but twice. In 
other words, if the VIP himself was not 
lying, someone else was doing so on his 
behalf. As if this was not enough, the 
Vice-President found himself despatched 
toaAFL-CIO conference as a sacrifical 
lamb where he bleated in defence of his 
chief’s economic programme before a 
hostile audience whose intentions were 
nothing short of murderous. For his 
pains he had an even more contemp¬ 
tuous phrase thrown at him as an epithet 
for the economic policies to which he 
professes to have become a convert. The 
AFL-CIO Chief, Kirkland, denounced 
the President’s budget package as “Jones¬ 
town economics”, thereby recalling the 


macabre episode of the cult leader who 
contrived to have his followers commit 
mass suicide by ceremonially administer¬ 
ing poison to themselves. Naturally, 
George Bush was in no position to top 
that one by coining another and more 
pejorative phrase than his previous jibe. 
The vice-prcsidency may not be much of 
anything, still it is no free lunch. 


UK Unemployment 
Falls 


Thu first monthly fall in the UK’s total 
unemployment since May 1980, occuredin 
February when the number of adults and 
school leavers looking for work decreased 
by nearly 26,000, the Department of 
Employment reported on February 23. 
The crude jobless total fell from 371,621 
in January to 344,878 this month, 
with the number of adult unemployed 
reduced by nearly 10,000 and school 
leavers without jobs by nearly 16,000. 

The high January total, which topped 
three million for the first time, was un¬ 
doubtedly due in large measure to the 
worst winter weather this century, and 
the fall this month to some extent reflects 
a recovery from an exceptionally bad 
January figure. However, the underlying 
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{rend shows a welcome reduction in the 




rate of increase in unemployment. In the 
three months, December to February, the 
monthly increase has been averaging 
about 35,000 compared with more than 
40,000 in the autumn months and much 
higher figures during the earlier part of 
1981. 

Adult unemployment, seasonally adjus¬ 
ted, rose by 7,100 in February to 2,686,000 
the smallest rise since November 1979. 
Job vacancies notified to employment 
offices declined slightly by 700 in February 
after rising for four consecutive months 
but the fall is not thought to be signifi¬ 
cant. In the last three months the level 
of vacancies has averaged 112,000 com¬ 
pared with 100,000 the previous three 
months—a welcome trend though admit¬ 
tedly from a low base. About one-third 
of job openings are notified so that there 
are probably some 300,000 jobs currently 
on offer in the economy. 

Brighter Outlook 


Greece i 1.9 afld Spain, Denmark and the 
Irish Republic each over 5 per cent. Only 
Francfe 3.6 per cent and Norway, Japan 
and Belgium, where there were not falls, 
had an unemployment problem growing 
less rapidly than that of Britain. 


Spain: Slow Progress 
to Recovery 


Spain’s protractiiO economic slump may 
at last have bottomed out. Unexpected 
strength in export and tourism has gene¬ 
rated cautious optimism that a modest 
recovery may have begun in the second 
half of 1981. At this point, however, the 
turnaround is tenuous, at best. 

in its post-Franco era, Spain has had 
to grapple not only with two oil price 
hikes, but also with the gradual opening 
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up and liberalisation of the economy dur¬ 
ing a period of political transition. The 
result has been a fundamental change in 
economic performance. Since 1975, eco¬ 
nomic growth has fallen below the OECD 
average. Unemployment has soared as 
companies once protected under the isola¬ 
tionist policies of the old regime have 
been forced to shed surplus labour in 
order to remain competitive. A broad- 
based rise in almost all forms of pubiio 
expenditures has pushed the Government 
budget from surplus into a large and 
growing deficit. But despite burgeoning 
public consumption, overall domestic 
demand has recently weakened. Rising 
unemployment has curtailed private ; 
spending, while at the same time, politi¬ 
cal uncertainty and a squeeze on profits \ 
have inbihiled private investment—except ;, 
for a few large projects by multinational i 
corporations. The balance of payments ; 
began to worsen in mid-1979, following ' 
a rise in the price of oil and the institute \ 


The outlook for employment in the 
UK begins to look somewhat brighter in 
the light of the latest statistics, between 
February and March a seasonal decline 
of some 40,000 in the jobless total is 
normally expected, with further falls in 
subsequent months to June. In addition, 
the numbers of school leavers looking for 
their first job—now standing at 134,000 
should diminish from now until after 
Easter. 

These factors, in the opinion of White 
hall officials, offer at least some hope that 
the jobless total may fall once again below 
the emotive figure of three million in the 
coming months. 

Although UK unemployment, seaso¬ 
nally adjusted, now represents 11.7 per 
cent of the total workforce—a somewhat 
higher figure than the average for Euro¬ 
pean Community or OECD (Organisation 
for Economic Cooperation and Develop¬ 
ment) countries the rate of increase in 
unemployment in Britain is low by inter¬ 
national comparison. 

The percentage increase in the growth 
Of unemployment over the last three 
months for which figures are available 
was 4,3 per cent in the UK, compared 
with Austria 19.5, Sweden 18.4, Federal 
Germany 17.8, the USA 15, Canada 12.3 
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( lion of Government politics designed to 
stimulate imports. The external sector 
then became a net contractive force in 
, 1980 when exports were adversely affir-c- 
f ted by exchange-rate movements. 

} In essence, the Spanish economic ex¬ 
perience in 1981 was a continuation of 
the same dismal trends. Economic growth 
languished at less than one per cent in 
T-eal terms, as the number of unemployed 
! Spaniards rose to 1.74 million, or 14 per 
cent of the labour force, in spite of the 
Government’s increased deficit spending. 
Government efficials made little attempt 
to contain the deficit. A strong peseta 
early in the year aggravated exports and 
tourism, resulting in a current-account 
deficit estimated at 85.5 billion, up from 
$4.6 billion in 1980. 

Positive Signals 

A few positive signals, however, could 
* also be deciphered from last year’s gloom. 
Although weak, the economy did manage 
to sustain positive growth despite a severe 
drought that cut Spain’s agricultural 
> harvest by some 6 per cent. This was an 
achievement matched by few OECD 
' nations. Real wages actually began to 
fall in the face of the high and rising 
unemployment. And with private credit 
{ demands weak, the Bank of Spain was 
n able to maintain monetary policy tightly 
i| enough to achieve a marginal improve- 
i ment in the rate of inflation; down to 
\ 14.4 per cent in 198! from 15.6 per cent 
i in 1980 and 15.7 per cent in 1979. In 
addition, perceptible progress was 
? made in addressing some of the structu¬ 
ral problems of the economy. After leng- 
■ thy delays, consumer energy prices were 
raised substantially and implementation of 
* National Energy Plan investments was 
: begun. Furthermore, additional steps 
; were taken in the liberalisation of both 
; the financial system and the labour mar- 
f kets. Those signs bode well for Spain’s 
eventual return to a healthier economy 
j over the long run, even if they have only 
i marginal significance for the immediate 
, outlook. 

( The Capacity for a robust recovery in 
i 1982 ^severely limited. Although the 
(i Spanish government has forecast real 
l growth of 3 per cent, private forecasters 
b aio pot nearly so optimistic. Domestic 


activity is far from buoyant de&ptte yet 
another expansionary budget. There is 
little to bolster consumer demand, as 
unemployment is expected to continue 
rising throughout the year before stabi¬ 
lising sometime in 1983, and real wages 
are anticipated to decline further. Simi¬ 
larly, private investment demand will 
probably remain depressed in the face of 
inadequate orders, high interest rates and 
political uncertainty. 

The external sector is the most likely 
source of recovery, arid even here pros¬ 
pects are not especially good. Europe, 
Spain’s major export market, is moving 
out of recession only very slowly. And 
demand for big-ticket Spanish exports, 
such as motor cars, is anticipated to be 
especially weak during 1982. In addition, 
Spanish exporters have been experiencing 
declining competitiveness over the last 
year as the peseta has icmamcd generally 
in line with European currencies while 
Spanish costs have risen more rapidly. 
Nevertheless, the export rally in the latter 
part of last year augurs well for Spanish 
exports. And with import demand weak, 
the external sector is expected to be a net 
contributor to economic growth in 1982. 
Overall, real GDP growth is projected to 
be a modest 1.5 per cent somewhat stron¬ 
ger than last year. However, the effects 
of last year’s drought could exert some 
residual drug on the economy. 

US Immigration 
Laws 

The US immigration laws are likely to 
be made stringent in the near future 
through legislative changes. An indica¬ 
tion to this effect was given by Mr Allen 
Kaye and Mr Michael Phulwani, well- 
known immigration lawyers from New 
York, in an informal talk with pressmen 
here a few days ago. The worst affected 
are likely to be prospective immigrants 
from countries like India under the “fifth 
preference” category which covers bro¬ 
thers and sisters of the US citizens who 
arc 21 years of age or over. This cate¬ 
gory accounted for nearly 50 per cent 
of the total 21,882 Indians immigrants 
to the US during fiscal 1980. 


ministration contemplate steps to bwth 
illegal immigration. They, of course, 
may not affect Indian immigrants very 
significantly. But there is another legis¬ 
lative measure proposed by a senator 
which envisages not only drastic cuts in 
the quotas for the different categories 
but also a drastically reduced ceiling on 
the total number of immigrants. Current¬ 
ly, there are quotas for all categories of 
immigrants; the quotas for some prefe¬ 
rential categories are inter-changeable. 
The immediate relatives of the US citi¬ 
zens, which include spouses, parents and 
children, arc not subjected to any quota 
restrictions. This has resulted in an 
unlimited number*of immigrants entering 
the US every year. If the ceiling for the 
total number of immigrants is reduced 
drastically and specific quotas fixed for 
different categories, a large number of 
intending immigrants will be affected. 


Mr Allen Kaye, of course, pointed out 
that visa availability for the spouses, un¬ 
married sons and daughters of perma¬ 
nent resident aliens coming under the 
“second preference” category should re¬ 
main current throughout the US fiscal 
year ending September 30. The other 
preference quotas relating to unmarried 
sons and daughters of the US citizens 
(first preference), professionals or persons 
of exceptional ability in arts and science 
(third preference) and married sons and 
daughters of the US citizens (fourth 
preference) should also remain current. 
The quotas for brothers and sisters of 
the US citizens (fifth preference), for 
India, may, by the end of March catch 
up with the world-wide cut-off date from 
which point visa number for skilled and 
unskilled labour for which a shortage of 
employable and willing persons exists 
(sixth preference) will open up. This 
preferential category receiveds a maxi¬ 
mum of 10 per cent of the world-wide 
numerical limitation of 270,000. With 
increasing demand, this preference quota 
will not move very much. 

India currently ranks fifth after Mexico, 
the Philippines, Korea and China, in the 
number of immigrants to the US. The 
number of Indian immigrants has risen 
from just 500 in 1965 to 17,000 in 1975. 
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Point of View 


Milk Cooperatives and Rural Economy 

8. C. Rai and K. R. Rajagopalachar 


Apart from providing milk in larger quantity to the nation, the 
major objective of the milk cooperatives is to improve the 
economic condition of the milk producers especially those belonging 
to the weaker sections in the rural areas. The authors, who are 
associated with the Indian Agricultural Statistics Research 
Institute and have made a study of the performance of the Kaira 
District Cooperative Milk Producers' Union and its affiliated village 
milk societies, have found that it has provided a source of periodic 
cash income to the milk producers. The cooperatives have spent 
a considerable amount on developmental activities and medicare in 
these areas. 


r 

In a predominantly agricultural country 
like India, livestock plays an important 
role. Animal husbandry provides strong 
support to the economy of Indian far¬ 
mers not only by ensuring a certain deg¬ 
ree of farm level diversification but also 
acting as a complement to crop enter¬ 
prise, and supplying protective foods like 
milk, eggs, meat, etc. Further, it provides 
additional income and employment to 
the rural people. 

Livestock production is mainly in the 
hands of millions of small and marginal 
farmers and agricultural labourers who 
maintain livestock under a mixed farm¬ 
ing system for meeting their household 
needs besides supplementing their income. 
In recent years, livestock production sys¬ 
tems on commercial lines are also deve¬ 
loping on a smaller scale, both in rural 
and suburban areas. Since the advent of 
planning, organised milk marketing has 
assumed an important role in livestock 
production. Modern dairy plants of diffe¬ 
rent capacities have been set up in many 
parts of the country collecting the rural 
surpluses of milk. The dominance of the 
traditional milk traders, scarcity of sup¬ 
ply and the limitations of the procurement 
and processing capacity of the organised 
dairy industry have prevented the coun¬ 
try from increasing milk production to 
the potential as well as desired level. To 
solve such problems a number of milk 
cooperatives have been started. It is 
generally agreed that the formation of 
milk cooperatives is the best way for 
desired development of the dairy indus¬ 


try in general and rural population in 
particular. Such milk co-operalives are 
organised with the object of providing 
effective marketing facilities for the sur¬ 
plus milk produced in the villages. 

In Kaira district, dairy ft rming forms 
an integral part of the agricultural enter- 
piise. It,is practised mainly as a supple¬ 
menting occupation by the landless fami¬ 
lies and all categories of farmers in the 
rural areas. 

The present study deals with the per¬ 
formance of ‘KairaDistrict Co-operative 
Milk Producers’ Union and its affi¬ 
liated village level milk societies. The 
study has been conducted with the fol¬ 
lowing objectives : 

(i) to estimate the impact of co¬ 
operative societies in improving 
the economic conditions of small 
and marginal farmers; 

(ii) to assess the level of milk pro¬ 
duction; and 

(iii) to study the animal feeding prac¬ 
tices. 

The design followed for this study was 
two-stage random sampling. In the first 
stage, out of a total number of 58 vil¬ 
lages covered under ICD programmes 
in Anand tebsil of Khaira district, 36 
villages were selected at random. In the 
second stage, from each selected village, 
four households having milch animals 
were selected, again at random, for 
detailed enquiry. Selection at each stage 
was done with equal probability. 

The general information regarding the 


selected villages as collected from the 
village milk cooperative societies is given 
in Table I. 


Table I 

General Information About the Sample 
Villages 


Item 


Information ■. 


No. of villages 36 

Total No. of households 39,869 

Total No. of members 21,265 

Total No. of milch animals: 

(a) Buffaloes 23,820 

(b) Cows 2,214 

No. oi breeding bulls 106 

Amount spent for village 

development Rs 223,147 

Amount spent per village for 

development Rs 6563 

Main crops Bajra, 

Tobacco, 
Wheat, 
Paddy ant 
Cotton 


Table 1 reveals that out of a total 


of 39,869 houses in the surveyed vil-' 
lages, 21,265 (53.5 per cent) were mem*, 
hers of the society. Enrolment of mem* 
berships drive was also found to be in 
progress. It is also worth noting from 
this table that the number of cows in the 
villages was much less as compared to 
the number of buffaloes. Buffaloes were 
the main source of milk production. The 
predominance of buffaloes among milch 
animals kept by milk producers was' 
mainly due to their high milk yield poten* j 
tial. The higher fat content in milk, which, ^ 
in turn, earned a higher price in the dfte . 
of buffaloes was the second reason of 
preference for buffaloes. Milk production 
was mainly taken up as a subsidiary 
occupation by the agricultural class. For 
this reason, majority of milk producers ! 
tended to have one to two units of milch 
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linimals (mainly, of course, buffaloes). 
KlCeeping of two milch animals also 
plooked to be fairly common especially 
|Vith the upper strata of milk produevrs. 

was also evident that the number of 
^breeding bulls (106 in all in the surveyed 
^Villages) was also negligible. This was 
^ mainly due to facility of artificial insemi¬ 
nation provided by the co-operative milk 
-societies. The main crop grown in Anand 
j tehsil was found to be bajra, a millet 
crop. Besides bajra, there were other 
: important crops such as tobacco, wheat, 

■ paddy and cotton. 

Tabic II gives the progress of co- 
' operative societies which may be used to 
assess indirectly the impact of milk co¬ 
operatives on the rural economy. 


Source of Cash Income 

Milk cooperatives are the source of 
periodic cash income to milk producers. 
Besides cash payments for milk supplied, 
' the societies distribute dividend at the 
: rate of nine per cent to the sharehol¬ 
ders. Also, bonus is paid to the members 
, based on the net profit earned. A part 
of such earnings of the milk societies 
was found to be used for dairy develop¬ 
ment and other village developmental 
programmes and the average expenditure 
"per village was of the order of Rs 6,500. 
; Every society was provided with a sale 
; department to supplycattle feeds, lucerne 
seed, etc., at a reasonable rate. They also 
looked towards first aid and artificial 
insemination cases. 

> The estimates of average yield of milk 
per animal per day alongwith its stan¬ 
dard error have been worked out. The 
average milk yield was estimated to be 
, 4.797 litres per day with a standard 
error of 0.203 litres. 

In the surveyed villages, it was noticed 
that stall feeding was quite common. 
Very few were sending their animals for 
grazing outside. The main feed of the 
animals was found to be green grass. 
Besides, the cultivator also provided 
amul dan (balanced feed) and bajra 
(dry). Other feeds such as cottonseed 
oilcake, bajra (green), guar, wheat bhusa 
, were also given to the animals in a rela¬ 
tively less amount. Table III gives the 
feed consumption per animal along with 
1 the rate for different feeds. Price per kg 


Table II 

Progress of Cooperative Societies 


Item 

1970-71 

1976-77 

Percentage 

increase 

Members 

17,096 

21,054 

23.15 

Reserve fund 

Rs. 15,25,253 

Rs. 22,75,112 

49.16 

Milk purchased 

91,98,334 litres 

95,72,478 Jittre 

4.07 

Bonus paid 

Rs 3,75,891 

Rs. 5,03,907 

34.06 

No. of first aid cases 

7661 

12,640 

65.00 

No. of AI cases 

14,504 

17,782 

22.60 

Cattlefeed sold 

54,201 

124,646 

130.00 

(No. of bags) 

Lucerne seed 

9536 (kgs) 

10,758 (kgs) 

12.81 


generally charged (in rupees) was found 
to be as follows: green grass—0,05, 
bajra—0.15, amul dan—0.87, guar —1.80. 
lucerne seeds—0.13, cotton seeds—1.66, 
and jowar (green)—0.40. 

Milk, unlike other farm products, is 
a highly perishable commodity and as 
such requires timely disposal or conver¬ 
sion into milk products. In the surveyed 
villages, was found that the marketed 
surplus of fluid milk, which the farmers 
offered for sale to the society, was 
around 70 per cent. The rates fixed 
were on the basis of fat content. The 
payment for milk supplied was usually got 
on the next day. So the farmers got their 
payment in time and market for the sur¬ 
plus milk, was also certain. About four 
per cent of milk was found to be kept for 
direct sale and 26 per cent was kept for 
home consumption. Conversion of milk 
into ghee, dahi, butter, etc. was found 
to be rare. 

The proportion of marketed surplus 


Tmile III 

Feed Consumption Per Animal Alongwith 
the Rate in Rupees per Kilogram 


Item 

Feed 

Rate 


Consumption 

(in Rs 


(in kgs) 

per kg) 

Green fodder 

. 28.8 

0.06 

Dry fodder 

4.8 

0.31 

Concentrates 

2.9 

0.95 


showed a declining trend with increase 
in the holding size. More or less it is a 
natural phenomenon. The holding size 
has a very high positive correlation with 
economic status of the milk producers 
which help the cultivators with higher 
holding size to retain a larger part of 
their milk production for home con¬ 
sumption. 

On the basis of particulars about the 
incidence of diseases and medical aid 
provided to the animals, it was found 
that medical aid was to the extent of 
63.7 per cent and incidence of diseases 
to animals was recorded to be 19.3 per 
cent. The low rate of incidence of disea¬ 
ses meant that proper attention was paid 
by the societies on the health of animals 
in the cooperative villages. 

Usually it was found that farmers got 
the animal feeds such as green grass, 
green bajra, dry bajra etc., from their 
own land under cultivation. If the cost 
of these items were also taken into 
account, maintaining the animals does 
not become so profitable. But, by main¬ 
taining them, the farmers got the direct 
advantage of the by-products such as 
dung, urine, etc., for manurial purposes. 
Due to these, the effect on the cost of 
production was found to be much re¬ 
duced. The averageprice per litre offered 
by the society was found to be Rs 2.15, 
feeding and maintenance charges of ani¬ 
mal per day was calculated as grass 20 
kg—Re 1.00, bajra fodder 5 kg—Re 0.50, 
Amul dan 2 kg—Rs 1.80, other feed— 
Re 0.50 and labour charges—Re LOO. 
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f TOi t<im cost was found to be fes 4.&0. 
On the basis of average yield of milk 
estimated (of 4J97) litres per day, the 
cost of production of milk was calculat¬ 
ed at rupee one per litre. 

In the present study, we have restric¬ 
ted the investigations in the villages 
covered by milk cooperative societies. 
In order to estimate the impact of co¬ 
operative societies on the milk yield, it 
is necessary to obtain the average milk 
yield in the villages of the same locality 
but not covered by the cooperative so¬ 
cieties. The study made by Patel and 
Pandey (1976) in the same locality reveals 
that the average milk yield per day per 
animal is 4.5 litres in the villages not 
covered by cooperative societies. The 
average milk yield per day per animal is 
observed to be 4.797 litres in the present 
study for the villages covered by coope¬ 
rative societies. Therefore the impact of 
milk cooperative societies may be taken 
as 0.297 litres per day per animal. The 
increase in the milk rate has been ob¬ 
tained by the improved animal husbandry 
practices and superior feeds supplied 
by the milk cooperative societies. 

Vital Link 

The milk union obtains milk from vil¬ 
lages through the milk societies which 
form an important and vital link between 
the milk producers and milk union. In 
practice, the village level milk societies 
function as trading agents for procur¬ 
ing milk and supplying cattlefeed and 
also is a media for different messages 
and services to be delivered to the milk 
producers. The role of the milk societies 
must be clearly understood by the milk 
producers who are to use the facilities 
provided by these societies. In order 
to assess the degree of awareness of milk 
producers about the functions of mPk 
societies, they were asked to indicate 
the main reason which motivated them to 
join the milk societies and sell their sur¬ 
plus milk to them. The data on their 
response are presented in Table IV. 

Table IV reveals that about 30 per cent 
of the milk producers have identified 
milk societies as a good source of income 
from sale of surplus milk. The percen¬ 
tage of weaker section of milk pi oducers 
(landless and small farmers) is more 
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Tabu IV 

Reasons for Favouring Milk Cooperatives 


Category 


Percentage of Respondents 



Good 

Fair 

Ready 

Other 

Total 


source of 

price 

market 

reasons 

’■ 


income 


for milk 


, -|i 1 

Landless 

31.2 

48.7 

17.8 

2.3 

100.0 • 

Small Farmers 

35.6 

52.2 

10.4 

1.8 

ioo.o i 

Medium Farmers 

21.8 

49.6 

15.4 

13.2 

100.0 V 
100.0 • 

Big Farmers 

28.3 

56.5 

13.2 

2.0 

Total 

30.2 

51.8 

14.6 

3.4 

ioo.o 'i 


as compared to other group of farmers 
(medium and big) treating milk socie¬ 
ties as a good source of income. About 
52 per cent of the producers favour the 
milk societies because these societies 
adopt fair practices and give reasonable 
price for their produce. There was ap¬ 
proximately equal distribution of produ¬ 
cers from various categories who favour 
the activities of milk socities because 
of their honesty and fair dealings. About 
15 per cent of the milk producers had 
joined the milk societies because they 
provide ready market for their surplus 
milk in the village. Very few respon¬ 
dents have indicated reasons such as 
supply of milk production inputs, arti¬ 
ficial insemination services and the 
provision of veterinary aid for favou¬ 
ring milk societies. 

Milk producers were also asked to 
give their opinion about other impacts 
of milk cooperatives on their economy. 
Some of the items where milk coopera¬ 
tive societies can make a positive impact 
arc as under: 

(i) Enhancing agricultural produc¬ 
tion. 

(ii) Improvement in milk production. 

(iii) Elevation of economic status of 
milk producers. 

Most of the milk producers were of 
the opinion that there could hardly by 
any direct impact of the milk societies 
for enhancing agricultural production. 
However, they admitted that cash income 
from dairying was helpful in timely pur¬ 
chase of agricultural imputs. A large 
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number of milk producers felt that therqf 
was an appreciable impact of milk soil 
cieties on the production of milk through 
supply of balanced cattlefeed, veterinary? 
and other advisory services for bett«ij$ 
care of their milch animals. They appre^ 
ciated the facilities provided by the mvtl| 
cooperatives due to the following facts^j 

1. Guarantee to accept all the surplui] 

milk in all the seasons; 3 

2. Declared prices of milk which afl| 

applicable to all milk producer^ 
in all the villages in the area at 
uniform rate on the basis of 
content; ;1 

3. Proper measurement of quantitjj 

and quality of milk i.e., no chea^ 
ting or exploitation; : vj 

4. No discrimination, preferential 

treatment or injustice to the indl| 
viduals supplying milk; ''.{ 

5. Supply of cheap production inputs 
like cattle feed (amul dan), lucef&4 
seeds, etc; 

6. Supply of free services like arti^ 
ficial insemination, veterinary aid 
and advice on proper care of the 
milch animals; and 

7. Other indirect services like deve* 
lopment of infrastructure, ViHag^ 
organisation, other facilities.atc.f_i 

%m *\, ■! 

The main objective of the milk coop& 
ratives is to improve the economic GOfi* 
ditions of the milk producers especial!) 
that of the weaker section in rural afci§& 
by providing them an assured and prptt 
ducer-oriented market for their sur* 
plus milk. These cooperatives prOVid^ 
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( |oiany facilities to the milk producers. 
They are the source of periodic cash 
income to the milk producers as they 
, provide opportunities for taking up 
l dairying as a subsidiary or main occupa¬ 
tion. The milk societies also distribute 
j; part of their profit to their members in 
! the form of bonus and spend on dairy 
! development and other rural develop¬ 
mental activities. The creation of milk 
marketing structure in the rural areas 


and provision of allied services by milk 
cooperatives have made certain favour¬ 
able impact on the economy of rural milk 
producers. The milk cooperatives are 
not viewed by milk producers merely as 
milk collection centres where they go for 
disposing of th:ir surplus milk, but they 
are considered as institutions which play 
a vital role in uplifting the rural eco¬ 
nomy in general and that of the milk pro¬ 
ducers in particular. 


.. k V J> ' ‘ ^ 
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RRB Operation : An Evaluation 

S. C. Srivastava& B. Subrahmanian 


Regional Rural Banks have been in operation for five years now. 
Though the bulk of assistance has no doubt gone to small and 
marginal farmers and agricultural labourers, the present achievement 
does not at all match the massive requirements* Out of 21 public 
sector banks only 15 have involved themselves in the programme 
of regional rural banks. The geographical coverage of these 
banks too Is uneven. Thus they have a long way to go to cover 
the entire rural population of the country. 


As an integral pari of the new economic 
programme for rural upliftment, it was 
decided a few years ago to establish a 
special financial institution in the country. 
Accordingly, the institution designated 
as regional rural bank was established on 
October 2, 1975, to coincide with thedate 
of birth of Gandhiji, who was the sta¬ 
unchest supporter of rural development. 
The objectives sought to be achieved by 
these banks were: (i) to develop the rural 
economy by providing relatively cheaper 
Credit for the growth of agriculture, 
trade and industries in rural areas; and 
(ii) to make available credit to the vul¬ 
nerable sections of rural society, viz., 
small and marginal farmers, agricultural 
labourers, rural artisans and snu II entre¬ 
preneurs. 


The number of sponsoring banks in¬ 
creased from five in 1975 to 18 in 1979. 
There has been a phenomenal growth of 
RRBs* branches per bank. It was 1 .2 in 
1975 and shot up to 110.5 in 1979. 

Table JI shows the geographical co¬ 
verage of RRBs, Initially, RRBs were 
established one each in the States of 
Bihar, Haryana, Rajasthan and West 
Bengal, and two in UP. The State ot 
West Bengal had the largest number o f 
branches per bank which covered three 
districts. In 1976, RRBs were established 
in the States of Andhra Pradesh, Assam, 
Madhya Pradesh, Jammu and Kashmir, 


Karnataka, Kerala, Himachal Pradesh, 
Maharashtra, Orissa and Tripura. The 
only exceptions were the States ofTamii 
Nandu and Gujarat. In Tamil Nadu, the 
RRBs were established in 1977 for the 
first time and in Gujarat in 1979. By 
1979, RRBs covered 104 districts in 17 
States. 

A look at Tabic Ill indicates that in 
1975, RRBs sanctioned advances amo¬ 
unting to Rs 10 lakhs—Rs 1.71 lakhs 
per RRB and Rs 60,000 per branch of 
an RRB. A year later, the total advances 
increased by 747 times. The advances 
recorded a rise of 166 per cent in 1977, 
231 percent in 1978 and 162 per cent in 
1979. The total advances in 1979 amoun¬ 
ted to Rs 17,306 lakhs. The advances 
pe** RRB stood at Rs 3.61 lakhs and per 
branch Rs 8.70 lakhs. 

It can be seen from Table IV that these 
RRBs catered for the needs of extremely 


Tabu* t 

Structure and Coverage of Regional Rural Banks 


Regional rural banks, thus, have been 
functioning for over five years. The objec¬ 
tive of this article is to evaluate the 
credit policy of RRBs since their 
inception. 

The number of RRBs has grown stea¬ 
dily over the period. While in 1975 there 
were six RRBs with J7 branches, by 
1979 there were 57 RRBs with 1990 
branches. Thus, the number of RRBs 
increased by 9.5 times and that of bran¬ 
ches by J17 times. Ihe average number 
of banks increased by about 12 times. 


Items 

1975 

1976 

1977 

1978 

1979 

Number of RRBs 

6 

40 

48 

51 

57 

Number of branches 

17 

504 

768 

1424 

1990 

Average No. of banks per RRB 

3 

13 

16 

28 

35 

No. of Sponsoring banks 

5 

16 

16 

18 

18 

No. of RRB branches per 
bank 

1.2 

31.2 

17.9 

79.1 

11C.5 

No. of States covered 

5 

15 

16 

17 

17 

No. of Districts covered 

11 

68 

94 

97 

104 
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of society. The bulk 
of the loans has gone to small and margi¬ 
nal farmers and agricultural labourers. 
In 1977, the number of accounts held by 
marginal farmers and agricultural labou¬ 
rers was 1,50,000 and amount outstand¬ 
ing against their accounts stood at 
Rs 11.60crores. A year later, the number 
of accounts increased to 4,79,000 and 
the amount outstanding to Rs 40.04 
crores. By 1979, the number of accounts 
increared to 10,47,000 and the amount 
outstanding was Rs 106.50 crores. The 
next biggest beneficiaries were rural arti¬ 
sans and others. The loan outstanding in 
their 81,000 accounts stood at Rs 6.34 
crores in 1977, in 267,000 accounts at 
f Rs 21,12 crores in 1978 and in 5 17,000 
(accounts at Rs 55,58 crores in 1979. Tn 
addition to this, RRBs granted indirect 
accommodation to the tune of Rs 1.93 
crores in 15,000 accounts in 1977, Rs 4.7 
crores in 21,000 accounts in 1978 and 


Table III 

Disbursement of Credit 


Year 

Total 
(Amount 
in lakhs 
of Rs) 

% change 
over 
previous 
year 

RRB- 

wise 

(Amount 
in lakhs 
of Rs) 

% change 
over 
previous 
year 

Branch- 

wise 

(Amount 
in lakhs 
of Rs) 

^change 
o\ cr 
previous 
year : 

1975 

10 

_ 

1.71 

_ 

0.60 


1976 

747 

747 

18.67 

992 

1.49 

148 

1977 

1991 

167 

41.48 

122 

2.60 

74 

1978 

6597 

231 

137.44 

231 

4.63 

78 

1979 

17306 

162 

303.61 

121 

8.70 

88 


Rs 10.71 crores in 40,000 accounts in followed by the State Bank of India,.’ 
1979. The RRBs also sanctioned con- United Bank of India, Punjab National ! 
sumption loans but the amount was Bank and United Commercial Bank-/*' 
negligible. However, the lead was taken by the.!> 

The Syndicate Bank extended ihe lar- State Bank of India in 1976 by granting i 
gest credit ofRs 2.74 lakhs in 1975. It was Rs 36.11 hkhs. The Indian Overseas* ' 


Table II 

RRBs and Their Branches in Different States 


States 1975 1976 1977 1978 1979 

No of No.of No.of No.of No.of No.ot No.of No.of No.of No.of No.of No.of No,of No.of No.of // 
RRBs Bran- Dist, RRBs Bran- Dist. RRBs Bran- Dist, RRBs Bran- Dist. RRBs Bran- Dist. 
ches cove- ches cove- ches cove- ches cove chcs cove* 

red red red red red ; 


Andhra Pradesh 

Ni! 

— 

— 

0 

5** 

7 

3 

86 

7 

3 

185 

7 

3 

240 

7 ‘ | 

Assam 

— 

— 

— 

J 

9 

3 

1 

11 

j 

1 

25 

3 

I 

34 

3 ■ /f 

Bihar 

1 

3 

2 

4 

38 

9 

7 

68 

14 

7 

156 

14 

10 

266 

17 

Gujarat 

— 

— 


— 

- 

— 

.... 

-■ 

— 

— 

- 

— 

2 

9 

2 

Haryana 

1 

2 

1 

2 

41 

3 

2 

40 

3 

2 

45 

3 

2 

63 

3 , 

Himachal Pradesh 

Nil 

— 

— 

1 

1 

3 

1 

8 

3 

1 

13 

3 

1 

22 

3 

Jammu & Kashmir 

Nil 

— 

-- 

1 

21 

4 

1 

26 

4 

1 

38 

4 

1 

42 

5 

Karnataka 

Nil 

*— 


3 

30 

5 

3 

44 

5 

3 

98 

6 

4 

156 

6 / 

Kerala 

Nil 

-- 


2 

7 

3 

2 

31 

3 

2 

86 

3 

2 

117 

3 V 

Madhya Pradesh 

Nil 

— 

... 

3 

29 

6 

4 

62 

8 

4 

98 

8 

5 

151 

9 

Maharashtra 

Nil 

— 


1 

3 

4 

1 

14 

4 

1 

28 

4 

1 

49 

4 . 

Orissa 

Nil 


— 

4 

43 

5 

4 

72 

5 

4 

130 

5 

4 

159 

■< 

Rajasthan 

1 

2 

2 

3 

48 

7 

3 

62 

7 

3 

114 

7 

4 

169 

8 S 

Tamil Nadu 

Nil 

- 

— 

Nil 

Nil 

— 

1 

8 

2 

I 

42 

2 

1 

55 

2 ,’i 

Tripura 

Nil 

— 

—- 

1 

5 

3 

I 

8 

3 

1 

22 

3 

1 

• 24 

3 \ 

Uttar Pradesh 

l 

6 

3 

8 

130 

10 

90 

172 

13 

10 

262 

13 

10 

337 

13 * 

West Bengal 

1 

4 

3 

3 

44 

7 

4 

56 

10 

4 

82 

10 

4 

97 

10 ; 
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[Bank, United Bank of Tndia, Bank of 
Baroda, Canara Bank, and Union Bank 
of India sanctioned advances ovcrRs 20 
lakhs. The United Commercial Bank, 
Syndicate Bank, Bank of India, Punjab 
National Bank, Stale Bank of Bikaner 
and Jaipur sanctioned loans to the tune 
of Rs 10 lakhs. The remaining banks, 
i.e.. Central Bank of India, Bank of 
Maharashtra, Jammu & Kashmir Bank 
Ltd and Allahabad Bank provided loans 
of less than Rs 5 lakhs. The lead in the 

Table iV 

Disbursement of Credit— 

-Borrower-wise 

(Amount in Rs crores) 


1977 

1978 

1979 

items 

No. of 
Accts. 

Amt. 

out¬ 

stand¬ 

ing 

No. of 
Accts 

Amt. 

out¬ 

stand¬ 

ing 

No. of 
Accts 

Amt. 

out¬ 

stand¬ 

ing 

Small and Marginal 

150 

11,60 

479 

40.04 

1047 

106.50 

field.was maintained by State Bank of 
India in the following year also. The 
next place was occupied by State Bank of 

Farmers & Agricultural Labou 
rers 

Rural Artisans & Others 

81 

6.34 

267 

21.12 

517 

55.58 

Mysore which sanctioned a loan of 

Consumption Loans 

J 

0.03 

2 

0.08 

3 

0.66 

Rs 86.32 lakhs. 

Indirect Advances 

15 

1.93 

21 

4.71 

40 

10.71 

The performance of SBI, however, was 
surpassed in 1978 by Canara Bank which 


247 

19.90 

759 

65.95 

1607 

173.45 

loaned Rs 393.12 lakhs as compared to 









Rs 250.67 crores by SBL The other one crorc rupees in 1978 were Syndicate Overseas Bank and Bank, of Maharashtra, 
banks which made advances to over Bank, United Bank of India, Indian Canara Bank maintained its lead in 


Table V 

Advances: Bank wise Performance 


(Amount in Rs crores) 


Banks 

1975 

1976 

1977 

1978 

1979 

No. of Amount 
A/cs out¬ 

standing 

No. of Amount 

A/cs out¬ 

standing 

No. of Amount 
A/cs out¬ 

standing 

No, of 
A/cs 

Amount 

out¬ 

standing 

No. of Amount 
A/cs out¬ 

standing 


SBI 

NA 

1.91 

NA 

36.11 

13415 

87.58 

32099 

250.67 

63646 

707.43 

CBI 

-■ 

— 

NA 

9.13 

1834 

14.97 

5058 

49.67 

9184 

116.65 

PNB 


1.45 

NA 

12.75 

230^6 

25.50 

5926 

74.57 

9071 

142.35 

Syndicate Bank 

NA 

2.71 

NA 

14.90 

4225 

36.40 

19972 

152.83 

42540 

374.21 

UCO bank 

NA 

1.12 

.... 

17.54 

2470 

32.94 

8529 

89.89 

15278 

224.20 

United Bank 

— 

1.61 

- 

26.31 

3178 

45.18 

8592 

117.51 

18798 

245.43 

Bank of India 

— 


-- 

15.01 

1904 

22.66 

4957 

36.09 

7988 

73.82 

Bank of Baroda 

.... 


— 

26.20 

2813 

25.13 

6277 

69.20 

7583 

90.78 

Canara Bank 


— 


25.14 

16177 

69.76 

75807 

393.122 

170610 

1183.69 

lOB 


— 

— • 

26.60 

5432 

34.94 

20158 

169.86 

39897 

515.14 

UBI 

. 

. ... 

— 

21 .49 

4696 

47.28 

8287 

95.59 

14790 

188.80 

Allahabad Bank 

. 

—- 

~~ 

1.54 

566 

6.93 

2721 

31.66 

3447 

46.49 

Bank of 
Maharashtra 




4.01 

1872 

29.65 

4373 

87.86 

6767 

152.05 

SBM 

-• 

— 

— 

1.18 

3837 

86.32 

7616 

261.62 

16471 

497.02 

SB Bikaner & 
Jaipur 




11.92 

1985 

23.51 

6061 

72.80 

18565 

269.14 

J & K Bank Ltd 

. 

— 

— 

2.49 

926 

12.15 

3794 

58.66 

8446 

159.11 

SB of Saurashtra 

-- 

— 

— 

— 

#>■ 

— 

— 

— 

230 

2.42 

Dena Bank 









191 

2.65 
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advances. It was followed by SBI which 
loaned out Rs 707.43 lakhs. The State 
k sBank of Saurashtra and Dena Bank 
made a start, although an humble one, 
in 1979, by granting Rs 2.2 lakhs and 
Rs 2.56 lakhs, respectively. 

The conclusions of our analysis are 
evident : 

(i) The number of regional rural banks 
has grown steadily over the period under 
review but they have noi covered all the 
States and Union Territories. The per¬ 
centage of population below the poverty 
line in the rural areas is 50.82. They 
belong to the categories of Lndless labou¬ 
rers, small and marginal farmers, rural 
artisans including fishermen, backward 


' . ' H ? w y—;«ar M s, • 1 v* t . •• • ’ ^ . < « 

classes and backward tribes. These peo¬ 
ple have either no assets or assets with 
low productivity, few relevant skills apd 
no regular full time jobs or very low-paid 
jobs. The regional rural banks are speci¬ 
fically created to provide finance to this 
extremely vulnerable sections of rural 
society to mitigate poverty. The pre¬ 
sent achievement is not consistent with 
the massive requirements. The regional 
rural banks, thus, have a long way to go 
tocover the entire rural population below 
the poverty-line. 

(ii) The geographical coverage of regio¬ 
nal rural banks is uneven. 

(iii) The bulk of assistance, both direct 
and indirect, has gone to small and margi¬ 


nal farmers and agricultural labo u 
in conformity with the objectives of 
regional rural banks. 

(iv) Out of the 21 public sector banks, 
only fifteen are involved in the pro¬ 
grammes of regional rural banks. The 
Canara Bank has taken the lead. The 
other banks which are actively advang* 
mg to regional rural banks to go ahead 
with their programmes, are Syndicate 
Bank, United Bank of India, Indian 
Overseas Bank and Bank of Maharashtra. 
It is remarkable that the State Bank of 
Ind ; a, which is the oldest and the big¬ 
gest public sector bank has not been 
contributing to the development of 
regional rural banks in keeping with its 
size. 
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Impact of Economic Development on Industrial Relations : Pramod Veritia; Acade- 
: mic Book Centre, Ahmedabad; Pp 166; Price Rs 20. 

^Popuiation Policy and Compulsions in Family Planning : Vasant P. Pcthe; Conti- 
nental Prakashan, Poona; Pp 188; Price Rs 45. 

/On Bankers and Economists : Edited by N.K. Thingalays; Macmillan India Ltd; 
Pp 162; Price Rs 50. 

The India of Our Dreams -The Fourth Estate Speaks: General Editor M.V. Kamat; 
' 1BH Publishing Company, Bombay; Pp 226; Price Rs 25. 

Democracy in Search of Equality ; Barabara P. Joshi; Hindustan Publishing Cor¬ 
poration (India), Delhi; Pp 200; Price Rs 70. 

.Administrators in a Mixed Polity : Jayanta Kumar Ray ; Macmillan India Ltd; 
Pp 212; Price Rs 65. 

Reviewed by Academicus 


There is wry close interdependence bet¬ 
ween economic development and indus¬ 
trial relations. This being the case, an 
efficient system of industrial relations 
would naturally ensure that social costs 
of economic development are kept at a 
minimum, that technological changes are 
JHOt resisted and that economic growth 
ilia not hampered by frequent industrial 
f^trife. In his very illuminating book 
fmpad of tcommie Development on In¬ 
dustrial Relations , Pramod Verma has 
^tnade an attempt to analyse the various 
(Issues arising out of worker-management 
^relations, trade unionism, inler-industry 
pnd inter-regional wage differentials and 

I industrial conflicts in India. 

f As regards worker-management rela- 
i$, the author opines that “ihe indus- 
I relations policy at the organisational 
si has to evolve instruments for coping 
h the social and economic needs of 
working class”. The woiker is feeling 
casing alienation which has serious 
dications for industrial relations Ac- 
ding to the author, the management 
to evolve innovative methods of deal- 
with this problem. He has stressed 
need of reorienting the management’s 
lerstanding of the worker as a social 
ig rather than as an economic re- 
rce. 

k regards trade unions, increasing cm- 
^ment opportunities have resulted in 
stantial growth of membership of 


unions, other influencing factors being 
wage level, consumer price index, etc. 
An important finding of the author is that 
“union membership has n,>t particularly 
responded when the ratio of wages to 
productivity has been consistently 
low”. 

As regards occupational wage struc¬ 
ture, the author’s finding is that “wage 
structures based on job evaluation en¬ 
sure both equity and efficiency”. But 
there are serious problems involved in 
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job-evaluation that must first be satisfac¬ 
torily solved. Attempts must be made to 
develop standardized job evaluation 
norms which are acceptable to both 
management and to workers. 

In respect of incentives, the author has 
observed that “application of wage in¬ 
centives in industry should lead to streng¬ 
thening the correlation between effort 
and reward”. The incentive system should 
be such that there is no deterioration in 
quality as quantity increases, that appro¬ 
priate work-norms arc set up, and that it 
brings efficiency of workers to the opti¬ 
mum level. 

As regards industrial disputes the sta* 


tistical analysis indicated that “infla¬ 
tionary conditions in the economy, dec¬ 
lining share of wages in value added, and 
variations in employment between regions 
and industries accounted for accelerated 
industrial conflict”. 

Thus the author observed that as eco¬ 
nomic development proceeds, many direct 
and indirect variables influence industrial 
relations. Tue problem areas needing 
investigation are alienation of Indian in¬ 
dustrial workers, social needs of workers, 
wide disparities in wages, lag between 
productivity and wages, and stagnation in 
real wages. 

Chaotic Structure 

'I here is at present a chaotic wage 
structure due to factors like operation of 
market forces, and behaviour of some 
trade and management unions wh : ch are 
powerful. Thus high wage islands have 
come into existence. According to the 
author, there is therefore a very strong 
case for ’national wage policy’ to stream¬ 
line the wage structures. Such a national 
wage policy cannot be imposed by the 
State but can be established only if the 
Stale, management and trade unions co¬ 
operate on the basis of trust in one 
another. 

With increasing pace of industrialisa¬ 
tion, industrial relations will be called 
upon to hear further stresses and strains. 
To meet satisfactorily such compulsions 
of economic development, proper system 
of industrial relations wherein the State, 
management and unions have their effec¬ 
tive say and which responds to demands* 
arising out of growth progress must be 
built and maintained. 

Industrial strife has been worsening 
over the years. What is more disappoint¬ 
ing is that there is failure on the part of 
the State, management and trade unions 
to come together and hamme,* out a satis¬ 
factory policy. The consequence is that 
increasing industrial strife both in private 
and public sector industries has been 
proving to be the greatest constraint on 
the growth process. The author has 
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trymust move to establish satisfactoiy 
industrial relations in a developing eco- 
v nomy like that of India. 

POPULATION POLICY 

The publication of provisional figures 
of 1981 census showing India's total po¬ 
pulation as 684 million and the decen¬ 
nial growth-rate of 24.4 per cent has rais¬ 
ed many intriguing questions : Have the 
policy-makers and Government the right 
perception of the problem ? Are the ob¬ 
jectives aimed at correct ? Are the me¬ 
thods used for population control and 
family planning the right ones ? Can 
India depend upon ‘voluntarism' or 
t would there be necessity of some form of 
f compulsion in respect of family plan¬ 
ning ? These arc vital issues and need 
appropriate answers, especially on the 
basis of our experience in this regard 
during the planning era. 

Dr V.P. Pethe in his Population Policy 
and Compulsions in Family Planning has 
made an attempt to examine some of the 
above issues and especially the problem 
of ‘voluntarism’ versus ‘compulsion’ in 
family planning. 

According to Dr Pethe, our population 
policy-makers are still in the grip of 
Malthusianism and neo-Malthusianism 
and therefore the entire “conceptualisa¬ 
tion of the population problem is erro- 
F neous, applied research sterile and nar¬ 
row in conception and policy loo res¬ 
trictive.’’ 

According to him, neo-Malthusianism 
has resulted in a total “misconception 
concerning relationship between popula¬ 
tion, resources, environment and develop¬ 
ment”. The author therefore has em¬ 
phasised that “Poverty and underdeve¬ 
lopment are not the result of over-popu¬ 
lation as contended by Malthus himself 
and Malthusians but of the incapacity of 
the existing social and economic system 
to use modern science and technology 
for an optimal utilisation of natural and 
human resources for economic develop¬ 
ment.” What the author vants is eco¬ 
nomic and social transformation and as 
a consequence, according to him, people 
would be automatically motivated to 
restrict the size of their families without 
being compelled to do so. 

^ASTfeRNCCOVOMIST 


It is almost automatically presumed by 
Dr Pethe and many others like him that 
India’s total population has already 
reached or is very near reaching the ex¬ 
plosion point and that unless immediate 
and drastic steps are taken to bring down 
substantially population growth-rate by 
bringing down birth-rate through family 
planning, the country would soon be 
facing population explosion endangering 
all future economic and social progress. 

Vast Potential 

But is the total population of India 
really excessive considering the country’s 
vast and varied actual and potential 
natural resources, considering that our 
agricultural productivity per hectare is 
one of the lowest in the world, that in 
respect of water management, we have 
been much too negligent, that we have not 
made even fractional use of our poten¬ 
tial forest resources and fisheries, and 
that our uranium-deposits are the biggest 
in the world ? Has not rapidly increas¬ 
ing total population of India since inde¬ 
pendence been also accompanied by ris¬ 
ing real per capita income ? Is not our 
density of population per sq km much 
lower than that of Japan and many 
west European countries which are still 
maintaining high rates of growth ? While 
accusing others of being in the grip of 
Maitusia nism and neo- Mait hu sianism, 
Dr Pethe himself is victim of the same. 

The reasons given by Dr Pethe for 
population control and family planning 
are least convincing and will not stand 
logical scrutiny. According to him, the 
present total population of India is “eco¬ 
nomically and militarily viable”, that 
family planning will help raise the status 
of women and that “as man has inter¬ 
vened on the side of mortality, he must 
now intervene on the side of fertility to 
maintain long-term equilibrium of popu¬ 
lation growth”. If Dr Pethe were to 
make an attempt to go deep into con¬ 
cepts such as ‘economic and military 
viability’ of a country and ‘long-term 
equilibirum of population growth’, he 
would have found himself in deep 
trouble. 

Dr Pethe’s wrath appears to be against 
the use of compulsion in family planning. 
He wants that the matter of determining 
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the size of the family should be 1 eft to 
the free will of the individual. ! 

Now this raises a number of problems 
which need a close scrutiny. Is deter* : 
mining the size of one’s family a purely ; 
personal matter ? Has it not vast social 
implications ? Do not additional children \ 
in a family mean additional demand for 
water, for electricity, for educational foci* J 
lities, for job opportunities and for va*\> 
rious social service facilities in a welfare» 
State such as India ? If addition*!:! 
children mean additional burden of va* ' 
rious types on society, should not society 
have some effective say in the matter of j 
determination of the size of families ? 

According to Dr Pethe, “Family plan#* v 
ning must grow as if in concentric circles, 
first covering the inner circle grouplV 
who are already motivated, because of 
favourable environment and then passing" ; 
on to next group, as their socio-economic 
conditions improve and generate thb/. 
necessary motivation for family plan- l 
ning”. ij 

Illiteracy Barrier 

It should be dear to the author that^ 
such a spread from the inner circle to the * 
outer ones is going to take a very lon|; 
time, if ever it comes about. This il 
because nearly 70 per cent of the peopfa 
are illiterate and of the total number of; 
380 million illiterates in the country*, 
nearly 9) per cent live in rural areas and. 
majority of them are poor or cv^n below ; 
the poverty line. If the author is prepared 
to wait that lon^, it would either mean 
that after all population problem is not , 
so pressing as it is made out to be, or j 
that compulsion should not be used 
under any circumstance, even if apopu- 
lation explosion takes place meanwhile. : 

■t 

Dr Pethe wants adoption of ‘mass ! 
voluntarism’ of the Chinese type. The ; 
Chinese have been employing a comprerj 
hensivc package of incentives and disin* 
centives (such as additional taxation, cut j 
in ration quota, etc.) for controlling po^ * 
pulatioq growth. He should note thaf 
‘compulsion’ docs not necessarily and/< 
only mean compulsory sterilization of| 
the type that took placi at some placed ; 
during the emergency. ; 

And thus for Dr Pethe “creation of ad $ 
appropriate social environment and resul* 
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at motivation for a small family represent 
\ very foundation of a voluntary Family 
iring Policy”. This is his definition 
$ voluntarism. He should realise that 
|54oes not fit in with the Chinese model 
f mass voluntarism which lie has ad- 

cated. 

As an after-thought, Dr Pethc adds 
twhat he is advocating is not Jaisscz 
lire. He should be trank enough to 
pt that what he is advocating is in 
filet laissez faire policy. 

I The strangest part of Dr Pcthe’s thesis 
that while advocating voluntarism, he 
fffc&ggested the establishment of a dozen 
l|alMndia institutions like a ministry of 
Ipopulation and the Indian population 
iservico on the lines of an all-India admi¬ 
nistrative service. What arc all these 
iiiozenor so institutions supposed to do ? 
f Wait for the social transformation and 
i|«construction and automatic motivation 
|of people for family planning ? 

The book is full of confused notions 
land concepts, almost nauseating repeti¬ 
tions and any number of contradictions. 


BANKING ECONOMICS 

The fourth conference of public sector 
bank economists was held in Manipal in 
September 1980. On Bankers and Econo - 
mists contains the papers read as also 
discussions that took place there. 

There are a number of papers dealing 
"With justification of profits in the case of 
jpublic sector banks, causes of declining 
rate of profitability and the implications 
for policy and how productivity of banks 
Could be improved. 

Though public sector banks have special 
social responsibilities, it is at the same 
tiSBle made clear that “the role of profit 
dnnoot be completely ignored and some 
&&sonable level of profit is necessary.” 
This is because financial viability of the 
hanking system must be preserved both 
to maintain public confidence in the sys¬ 
tem and also to enable the banking 
System to fulfil the social responsibilities 
on a long-term basis. The banks have to 
find a satisfactory answer to the question 
of how to balance profit objective with 
the social responsibilities of the banking 
system. 

is agreed that various causes contri¬ 



buted to decline in profitability rates. 
The first group under the heading credit 
and monetary policy includes factors like 
cash-reserve ratios, statutory liquidity 
ratios, norms for the credit-deposit ratios, 
guidelines on credit to private sector and 
food procurement, and controls or ad¬ 
vances and deposit interest rates. 

The internal factors responsible for 
declining profitability are rising establish¬ 
ment costs, changes in work procedures 
and payments for overtime. Among 
structural causes are included factors 
such as vast geographical spread of bank 
branches making effective coordination 
and control difficult, deterioration in 
attitude to work, and help required to 
be rendered to sick industrial units. 

Credit Planning 

There are papers on credit planning 
discussing nature of credit planning, its 
purpose, procedures and practices follow¬ 
ed by banks while formulating credit 
plans, and difficulties faced by banks 
while preparing credit plans. 

Various papers on this subject have 
made out the following points. There is 
need of credit planning in India, parti¬ 
cularly in the context of scarcity of finan¬ 
cial resources and multiplicity of demands 
made on bank resources. There has to 
be credit planning, both at the macro 
level and at the level of individual banks. 
In this respect it is necessary for banks 
to give timely and realistic feedback to 
the Reserve Bank to enable it to formu¬ 
late the macro level credit plan. The 
guidelines given in respect of formulation 
of credit plans to individual banks by the 
Reserve Bank need to be more elaborate 
and clear than at present. 

There are a number of papers in this 
volume on the role of economists atta¬ 
ched to public sector commercial banks, 
it was agreed that economists should 
concern themselves with corporate policy 
making, performance budgeting, fore¬ 
casting, formulation of district credit 
plans, evaluation of lead bank schemes, 
management information system, etc. It 
was stressed that there is need to 
maintain a high degree of objectivity in 
research and the research findings should 
be made freely available to the banking 
system* 


The book contains " ^ 


pared by high level bank officials. They 
bring forth the outline of a new model 
along which public sector commercial 
banks in India have been developing 
since their nationalisation. 


FOURTH ESTATE 

Are the newspapers—the Fourth Estate 
—only criticising and finding fault with 
Government’s policies and programmes, 
like political parties in opposition ? Is it 
their role to be only negative ? While 
acting as a watch-dog of the general 
public interest, have the journalists any 
vision of the country before them ? Any 
concrete policy and programme ? Any 
concrete suggestions ? The India of Our 
Dreams—The Fourth Estate Speaks pro¬ 
vides an answer to some of the above 
criticisms against journalists in India. 
The eminent journalists under the able 
guidance of veteran M-V. Kamat have 
proved that they can be K>th critical and 
constructive. 

There is no doubt that whether due to 
internal or external causes or due probably 
to both, India appears to be in a state 
of perpetual crisis or moving from crisis 
to crisis, notwithstanding her remarkable 
economic achievements and at least out¬ 
ward semblance of political stability 
within the domocratic framework. 

Mr V.K. Narasimhan has rightly main¬ 
tained that “without a moral catharsis at 
all levels, all other constitutional and 
socio-economic changes and plans we 
make will prove futile and utterly mean¬ 
ingless.” According to him, therefore 
“the first task is to bring about a com¬ 
mitment among those holding responsible 
positions to basic, moral values like truth 
and integrity”. 

Along with moral upliftment of our 
leaders (and also people), Narasimhan 
has suggested two other things: the poli¬ 
tics of consensus and broad Gandhian 
approach to economic problems of the 
country. 

Nikhil Chakravarty opines that “We 
seem to be coining the slogans first and 
then groping to see if they are realisable 
at all”. He wants that we must first work 
out our own model of economic develop¬ 
ment. He has also insisted that until 
profits are disciplined and wastages ell- 
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mioated, there is hardly any chance of 
our economy picking up, even assuming 
that all restrictions and controls are 
totally withdrawn. He has pleaded that 
leftist parties must sink their differences 
and work as a unified force. He has 
also maintained that unless land reforms 
are effectively implemented by a massive 
nationwide political drive, India cannot 
hope to establish political stability in the 
country. 

The veteran journalist R.K. Karanjia 
has opined that “what is needed today is 
a grand project involving the widest avail¬ 
able popular participation which alone 
can help us break through the na¬ 
tional paralysis to build a brave new 
India”. He has proposed the establish¬ 
ment of a vast land army for the execu¬ 
tion of a grand project of linking the 
Ganges with the Cauvery by construction 
of a series of canals so that an integrated 
river system might result. Such a project 
should not appear visionary in the 20th 
century with all its technological pro¬ 
gress, considering that the Chinese wall 
and the Egyptian giant pyramids were 
built under more unfavourable circum¬ 
stances. It is sonic such grand vision 
backed by immense organisation of a land 
army that would inspire the present day 
Indian youth. 

Rambling Essay 

A little less than half the book is taken 
up by a discursive and rambling essay on 
‘Encourage a New National Ethos’ by 
Rajmohan Gandhi. The gist of his thesis 
is that Mrs Gandhi must spot talent and 
marry talent with need; she must state 
publicly that the slogan Indira is India 
is a monstrosity; she must induct men of 
substance as her colleagues; she must see 
things to the end; she must heighten the 
capacity of individuals and institutions 
for justice; she must encourage a new 
national ethic; she must introduce state- 
funded elections; she must install a tri¬ 
bunal of eminent jurists to oversee 
party discipline; she must take steps to 
reduce the big size of some of the States 
notably Uttar Pradesh; and she must 
introduce appropriate technology and 
small-scale industries as the most pro¬ 
mising path to full employment. What 
is wanted, according to the author, is 


the establishment of a new national 
ethos that would inspire people, bureau¬ 
cracy and political and social leaders 
and take the country to a glorious 
future to which she is entitled by virtue 
of her size, natural resources and 
ingenuity of her people. 

Comprehensive Blueprint 

Those in great hurry may skip other 
articles and just read ‘An 1 Agenda for 
the Eighties’ prepared by a group of 
seven journalists and writers. It is the 
most well thoughtout and comprehensive 
blueprint touching all the important 
aspects of the county’s economy and 
polity. The framers of the ‘Agenda’ have 
made it plain that “the present crisis is 
not one of law and order, of constitu¬ 
tional arrangement or national unity.” 
According to them, “at the heart of the 
matter is a crisis of democratic and 
social metamorphosis.” The ‘Agenda’ 
has suggested that development must 
encompass all segments and interests and 
blend them into a wider national pers¬ 
pective. According to the authors, the 
key instrument is decentralisation. They 
think that “viable and efficient units of 
admin istrat ion, resource management, 
democratic participation and cultural 
synthesis would make for strong States, 
as much as a strong Centre.” The 
authors have pleaded that to achieve the 
above goals, the checks and balances 
devised by the founding fathers must be 
revived and strengthened. Fresh con¬ 
vention needs to be established for 
appointment of judges. They have 
pleaded for non-member Ministers to 
cabinet, decentralisation and popular 
participation in Government and more 
effective and purposive functioning of 
parliamentary committees. The ‘Agenda’ 
represents a most congently argued pica 
for a meaningful Government and a new 
way of life in India. 

M.V. Kamat has also painted his 
dream where democracy will be parti¬ 
cipator and not hereditary, where every 
district and taluka will have leaders 
elected by the people, where State will 
be broken into districts, each district 
being a functional unit with power to 
order its own priorities and their execu¬ 
tion, where there will be no linguistic 


States but a unitary State composed of ! 
districts, where private initiative will be \ 
the rule and not an exception, where 
labour heartily collaborates with mnnagevjj 
ment and labour gets its rightful shate*\| 
and where leaders are persons of morta l 
authority which can easily mobilise vast 
natural and human resources for 
betterment of the people and strengthen^,|j 
ing of the nation. 

The India of the dreams of the journa^ra 
lists would have already been realised^ 
if appropriate socio-economic policietfl 
had been adopted right since indepett^fj 
dencc. Unfortunately wrong poticta$| 
and strategies have been taking thp|§ 
country more and more away from th|&| 
dreams of our journalists. 

The book contains articles which 
thought-provoking and is extremely"! 

readable. ' $$ 

M 

THE UNTOUCHABLES 

The ‘untouchables’ in India have bee 
for centuries the most downtrodden^ 
oppressed and exploited community ittyj 
the world. Though constitutional^;! 
untouehability has been abolished ^f 
in India, the degrading institution^ 
still persists with all its virulendiM 
in rural areas where illiteracy an<$| 
religious superstitions continue 
where nearly 90 per cent of the untouch5| 
ables happen to live. How can tJri.s6;^ 
age-old institution of untouehability &4| 
demolished and nearly eight crores 
people of that section of the Hindt^l 
community be brought into the 
stream of national life and be cnabled;J 
to live a decent life with economic sectt*J 
rity and social status ? Dr Barbara^ 
Joshi in Democracy in Search of-{ 
Equality has addressed herself to 
problem which has so far proved^ 
intractable. | 

Dr Joshi rejects the Marxist thesis on {Si 
several grounds. She does not believe^ 
that industrialisation and urbanisatiqjyj 
would solve the problem of untouehtf l 
ability in India. This is so for varioog;| 
reasons. Factor endowments being;? 
what they are, rural and agricultural’! 
sector will remain a dominant sector irid 
India and it is in rural areas that uu*? 
touchability prevails. Also, according 
to the authoress, Marxian prescription 
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f&ils to take into account “human culture, 
lvalues and beliefs as independent and 
[powerful forces shaping social life and 
direction of change.'’ 

Conscious of the injustice done to the 
Untouchables and recognising the neces¬ 
sity of its early abolition, the framers 
ofthe Indian Constitution made provision 
for ‘protective discrimination.’ 

Reservation of Seats 

And therefore along with scholarships 
and reservation of jobs in various 
services, the Constitution of India pro¬ 
vided for them reserved s?ats— one in 
every seven—in the Central and State 
legislatures. The entire emphasis of Dr 
Joshi’s thesis is on the vital role which 
these reserved seals in legislatures can 
play in rojting out untouchability in 
India. Her contention is that “without 
reserved scats in the legislatures all 
other programmes for untouchables 
might disappear and along with them 
much of the small progress that has been 
made since the policy of discrimination 
began.” 

Experience shows that mere reserva¬ 
tion of seats for untouchables in legis¬ 
latures is not a powerful remedy that 
would bring about upliftment of that 
class. It must be realised that untouch¬ 
ability is an inseparable part of the 
general phenomenon of the caste system 
which is the core of Hinduism. There 
are layers and layers one below the 
other and there are untouchables even 
among untouchables. After the death 
of Dr Ambedakar, it is observed that 
diffeient sections among untouchables 
found it difficult to unite even to protect 
the interests of the class as a whole, 
"Splinter political groups and parties 
have sprang up among untouchables, 
powerful national political parties have 
been exploiting them for their selfish 
party purposes. It is unfortunate but 
true that sp.ead of education, reserva¬ 
tion of jobs in services and of seats in 
legislatures have all failed to uplift the 
'Class of untou habxs. 

What then is the answer to the pro¬ 
blem ? In the long-iun. rapid economic 
envelopment of the country, and guaran¬ 
tee of employment to all as also of a 
onable level of income would alone 


help to raise the level of culture and 
status of untouchables and help bring 
them nearer the better-off classes in 
society. This is because after all level 
of culture is essentially a function of 
level of income. 

In the short term Government and 
voluntary institutions can take a number 
of steps to ultimately remove the blot 
of untouchability from the Hindu religion. 
Government should take drastic action 
against villages and panchayats (by 
imposing heavy collective fines) in whose 
jurisdiction untouchables are victimised. 
Negligent police and Government offi¬ 
cials, who should be given wider powers 
to deal with the problem, should be 
sternly dealt with. 

Hindu community owes a special res¬ 
ponsibility to itself to atone for its past 
sins. A substantial part of trust funds 
of temples should be devoted to the 
upliftment of this unfortunate class. 
Upper class families should ‘adopt’ a 
Harijan boy ora girl and take responsi¬ 
bility of his or her education and mainte¬ 
nance. Earlier the Hindu community docs 
this, the better would it be, as otherwise, 
if phenomenon like their mass conver¬ 
sion to Islam takes place, they them¬ 
selves will have to bear full responsi¬ 
bility for the terrible consequences that 
would result from such conversions. 

MIXED POLITY 

Administrators in a Mixed Polity is 
an interesting study which presents 
“some sketches from the experiences of 
fifty ICS (Indian Civil Service), IP 
(Indian Police), IAS (Indian Administra¬ 
tive Service) and IPS (Indian Police 
Service) officers. It is the contention 
of the author that researchers in India 
have neglected to take due note of the 
experience of Indian administrators 
under one-party rule for the first two 
decades after independence and during 
multi-party coalition Governments in 
late 1960s. 

During the pre-independence days, it 
was generally accepted that while politi¬ 
cians should determine broad policies, 
the task of administering the policy 
should be left to administrators. Though 
it is difficult to draw a clear line of 
demarcation between policy-formulation 


and policy-implementation, they were 
considered separate domains in charge 
of politicians and administrators, respec- 
lively. 

But at some stage, with the acceptance 
of the socialist pattern of society and 
economic planning, there emerged the 
concept of‘committed* bureaucracy. And 
in course of time this concept in place of 
‘neutral’ bureaucracy has given rise to 
endless confusion and conflicts. 

Types of Administrators 

On the basis of sketches presented in 
the book, the author has classified ad¬ 
ministrators into four types : promoters, 
resisters, accommodators and detractors, t 
Thus a promoter is one “who safeguards 
public interests and professional ex¬ 
cellence without risking personal interest 
(e.g. convenience, income, security)”. 

A resistci is one “who is ready to uphold 
public interest and professional stan¬ 
dards even at the sacrifice of personal 
interest, or at the risk of sacrifice”. 
Accommodator is one “who accedes to 
demands of politicians (with varying 
degrees of illegitimacy) without himself 
taking any initiative either to serve his 
personal interest or to damage public 
interest and professional standards”. 

A detractor is one “who himself tends to 
take the initiative towards satisfying 
personal interest by meeting (if neces¬ 
sary) the illegitimate demands of politi¬ 
cians, without caring for professional 
excellence or public interest”. Of course, 
it is not possible to maintain a rigid 
distinction between the four types on 
account of “a fleeting mixture of com¬ 
plex strands in many individual actions 
and motivations and in outcomes of 
these actions”. 

Recent experience suggests that some 
politicians will be able, by oral direc¬ 
tives, to make some administrators 
serve the partisan or even individual 
selfish interests of politicians in violation 
of legal restraints and ethical norms. 
The fear is that in contemporary Indian 
society, politicians can expect to com- i 
mand the loyalty or subjection of a 
sufficiently large number of adminis¬ 
trators who by their unlawful ftstd 
unethical activities can shatter public 
confidence in Government. It is <ob- 



ihWnment 
may further dwindle, if guilty politicians 
and administrators escape punishment 
on account of any one of the following 
reasons* 

There may be flaws in the existing 
laws which make it difficult to punish 
errant politicians and administrators. 
It may be difficult to take action against 
guilty politicians who issue improper 
orders verbally and against administra¬ 
tors uho connive at improperiety by 
carrying out these orders. Politicians in 
power today may avoid punishing their 
counterparts of yesterday who are out of 
power now, because piesumably the 
guilty may again come to power in 
future and wreck their vengeance on those 
who took action when in power. It may 
be considered unfair to penalise ad¬ 
ministrators when politicians themselves 
escape punishment. 

According to the author, such a state 
of affairs is likely to produce two 
momentous results, In the shoit-run 
this can produce deep demoralisation in 


Role of 

Cost Accounting : Edited by S.P. Arora 
Publishing Company, 18, East Park 
Pp 871, Price Rs 40. 

IN our country the need for cost 
accounting was recognised after inde¬ 
pendence and since then this subject has 
gained ascendency m all fields, especially 
those which deal with the production 
and distribution of goods and services. 
In the economic development of the 
country cost accounting plays a very 
important role, its importance is maxi¬ 
mum in the competitive markets where 
all efforts have to be made to reduce 
the cost of production and distribution 
so that goods reach the consumers at a 
fair price. 

The book Cost At counting deals ex¬ 
haustively with the vatious factors of 
cost accounting and is divided into five 
sections. The first section deals with the 
principles, practices and the second 
section deals with the materials and 


the high civil service personnel which 
can still boast of a large number of 
members who are both meritorious and 
impartial. In the long-run it is feared 
that meritorious persons may refrain 
from entering civil service. Both are 
fraught with evil consequences for the 
country. 

The author has warned that in a 
mixed economy like that of India's, 
administrator—politician relations are 
likely to suffer from a lack of balance. 
He has emphasised that ceaseless efforts 
must be made by all concerned to restore 
balanced relationship between the two 
so that people have confidence in the 
administrators who influence greatly 
their day-to day life and activities. 

The book is extremely readable and 
remarkable for its novel approach and 
methodology. It is therefore a little 
disappointing that the book covers 
period only up to 1960 and does not go 
beyond when things have further deterio¬ 
rated in this sphere. 


Costing 

and T.S. Soni, Published by Pitambar 
Road, Karol Bagh, New Delhi-110 005; 

Reviewed by R.P. Agarwala 

methods of arriving at a fair cost. The 
third section deals with job costing, 
contract costing, process costing and ope¬ 
rating costing and also with the system 
of cost control. The next section deals 
With objects and various methods to 
bring down the cost. The last section 
contains some of the problems with their 
solutions. 

Thus the book highlights the cost 
accounting in its entirety and deals in 
great details with all aspects of cost 
accounting. The language is simple, 
hence it will be useful for students and 
professionals. In fact the book will 
also be useful for Company Secretaries 
and professional managers who may 
find it a ready source of cost account¬ 
ing fundamentals and a solution to 
many day to day problems. 
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(imise Production 
Exports 

IK P. A. Sangma, 1 Deputy 
Sinister of Commerce, stated 
at determined efforts would 
jive to be made to maximise 
induction and create enough 
phis for exports, reduce 
jiOsts, improve quality and 
(there to delivery schedules. 
Ie said that maximising ex¬ 
erts would not. only help in 
roving the exlerna! pay- 
ent situation but also help 
iostries and the country by 
aring employment oppor- 
[tttities for people. ‘This is 
particular relevance as 
year 1982 is being obser- 
as the year of produc- 
|yity, he added. He was 
ftaugurating a meeting of the 
Sairmeti and Secretaries of 
Igport Promotion Councils 
Itld Commodity Boards. 

| Mr Sangma said that as a 
Insult of policy initiatives and 
measures taken by the Covcrn- 
pent, the domestic economy 
‘ now started showing dis- 
IlCt signs of improvement. 
fhttc was a general pick up 
the economy reflected by 
EJf'.per cent increase in GMP 
Bring 1980-81. There had been 
Mjperceptiblc improvement in 
^ infrastructural facilities 
$1, power, coal, transport 

Jfcc. 

If.Agricultural production in 
^98V82 was expected to be 
Uglier over the year J 980-81 
Ivel which, in turn, had been 
percent higher than 1979-80 
pittput. Similarly, industrial 
[production for 1981-82 was 
Expected to be up by 8 to 10 
[flier cent and finally there had 
&$ 9 en a deceleration in the rate 
ll *f inflation to about 8 per 
■ Sent this year compared to 
M per cent in 1980-81 and 
per cent in 1979-80. Mean- 
“'lule* the international cli- 
ate during 1981 and curren¬ 
cy was certainly not better 


than in 1980, perhaps much 
wor?=e. A marked slow-down 
in world economy and world 
trade with further accelera¬ 
tion in global inflation caused 
sharp adverse movement in 
the terms of trade of develop¬ 
ing country like Tndia. This, 
in turn continue to have an 
adverse impact on exports im¬ 
pressed in value terms. 

The Deputy Minister said 
that the Government view 
the problem of growing im¬ 
balances with concern and 
believed that the trade and 
industry were equally con¬ 
cerned about it. The Govern¬ 
ment had taken a number of 
decisions for increasing pro¬ 
duction for exports, and the 
policy measures aim largely 
at removing constraints" on 
increasing production both 
for domestic consumption ond 
exports. These measures had 
started having their favourable 
impact on the trade perfor¬ 
mance during the current year 
despite the continuing ad¬ 
verse trading environments 
abroad. 

Encouraging Sign 

On the basis of provisional 
data, India’s overall exports 
in the first 8 months of 
the current financial year, 
i.e. April-November, 1981, 
amounted to Rs 4661.60 cro- 
rcs as compared to the pro¬ 
visional figure of Rs 4037.98 
crorcs in the corresponding 
period of the previous year. 
This showed an increase of 
about J5.4 percent. Imports, 
on the other hand, at a pro¬ 
visional total of Rs 8184.40 
crores during this period show¬ 
ed an increase of 11.4 per cent 
over the provisional figure of 
Rs 7344.33 crores in the 
corresponding period of pre¬ 
vious year. As such, the trend 
in current year is characte¬ 
rised by not only higher rate 


of growth in exports, tot Alto 
deceleration in the growth 
rate of imports. 

Energy Saving 
Measures 

The Ministry of Energy 
has set up a task force to 
study the long-term and 
short-term measures for con¬ 
servation of energy and incen¬ 
tives that should be given to 
conserve energy. This was stat¬ 
ed recently by the Minister of 
State for Energy, Mr Vikram 
Mahajan, while inaugurating 
the annual conference on 
“Save Electricity ’82” organi 
sed by the Institute of Energy 
Management. Mr Mahajan 
said that apart from stepping 
up power generation there 
was also need to conserve 
electricity with a view to meet¬ 
ing the growing energy de¬ 
mand in the country. 

Mr Mahajan said that there 
was considerable potential for 
saving of electricity specially 
in the agricultural and indus¬ 
trial sectors. Efficiency of agri¬ 
cultural pumpsets in many of 
the installations WcS extre¬ 
mely low. The accessories 
like pipes and foot valves 
were not properly matched. 
There was scope, Mr Maha¬ 
jan said, for a saving of 25 
per cent to 30 per cent power 
in pupmsets. He emphasised 
the need for proper de¬ 
signing and quality control 
in the manufacture of pump- 
sets. This called for greater 
efforts on research and deve¬ 
lopment work. 

In regard to energy saving 
in industry, the Minister said 
that detailed studies under¬ 
taken by the Central Flcc- 
tricity Authority (CEA) had 
revealed that there were big 
variations in the quantum of 
electricity used per unit of 
production between one com¬ 
pany and another producing 
the same product. For exam¬ 
ple, in the case of aluminium 
the number of units consumed 
per tonne of production 
varied between 16,800 units 
to 22,000 units. In the 
sjeel industry it varied bet¬ 
ween 262 units to 500 units, 
and cement industry between 
76 units and 140 units per 
tonne of production. These 


an in-depth study, to evolve 
measures for obtaining en¬ 
ergy savings. 

The Minister said that sig¬ 
nificant savings of electricity 
in industry could be achieved 
by improved management, 
personnel training and main¬ 
tenance techniques, with lit¬ 
tle investment. It would be 
desirable for major indus¬ 
tries to institute an electricity 
audit of their industries. They 
could also appoint specialists 
in energy management whose 
responsibility would be to con¬ 
tinuously monitor the energy 
usage by the industry and 
implement measures to re¬ 
duce this usage. 

Credit for State 
Transport Undertakings 

Inaugurating the annual 
conference of the Chair¬ 
men and Chief Executives of 
the State Transport Under¬ 
taking recently the Minister 
of State for Shipping and 
Transport, Mr Sitaram Kesari 
stated that he was gLd to 
announce that the proposal to 
establish a financing institu¬ 
tion for Slate Transport 
Undertaking has made good 
progress and his Ministry was 
hopeful of getting the clear¬ 
ance for establishing the same 
at an early date. He added 
that it is also necessary to 
create such conditions 
in the industry to increase 
generation of capital from 
internal resources and in¬ 
vite sufficient market bor¬ 
rowings. The Minister said 
that his Ministry has been 
prevailing upon the manufac¬ 
turers through Department of 
Heavy Industry for increased 
production of both bus chassis 
and truck chassis. As a result 
of which the position of 
availability has eased. The 
problem now is to find suffi¬ 
cient funds for purchase of 
chassis. 

Mr Kesari said thftt the 
problem of providing trans¬ 
port at reasonabble cost in 
urban areas is becoming more 
and more acute. It is necessary 
for u$ to plan suitable public 
transport systems in all urban 
ureas taking into account tt*e 
jaban growth. For ensuring 
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taking steps to establish a 
National Road Transport 
Research Organisation which 
would collect data. The Trans¬ 
port Ministry was also care¬ 
fully exmining the recommen¬ 
dations of National Transport 
Policy Committee to establish 
single transport authority for 
handling urban transport. 

The Minister said that the 
importance of road trans¬ 
port in promoting rapid eco¬ 
nomic growth and promoting 
national integration is well- 
known. hi the area of serv 
ing our rural masses he ad¬ 
ded, the road transport sec¬ 
tor has been playing a very 
vital role. He said that the 
road transport has also been 
an important source of em¬ 
ployment of skilled and semi¬ 
skilled labour even in the 
interior areas of the country 
and in terms of employment 
per lakh of population, the 
employment co-efficient is 
very high making it a desir¬ 
able area for investment un¬ 
der Indian conditions. 

Alkaline Soil 
Reclamation Scheme 

The Union Government 
has formulated a centrally 
sponsored scheme for recla¬ 
mation and management 
of alkaline soil. The scheme 
costing Rs 82 crores will be 
executed in Uttar Pradesh, 
Punjab and Haryana. About 
seven million hectares of 
land is afflicted with the 
problem of salt in the 
country. Of this, about 
2.5 million hectares are affec¬ 
ted by alkalinity in the Indo- 
Gangetic basin—Uttar Pra¬ 
desh 0.9 million hectares, Pun¬ 
jab 0.45 million hectares and 
Haryana 0.35 million hectares. 
The saline soils—4.5 million 
hectares—are found in the 
arid and semi-arid regions of 
Rajasthan (K0 million ton¬ 
nes) grid and semi-arid re¬ 
gions of black cotton soils 
(1.4million hectares) and coas¬ 
tal salines 2.1 million hec¬ 
tares. All this land had gone 
out of production. The 
Government proposes to give 
priority to its reclama¬ 




tiis Ministry was tak- 


tion and management in view 
of its high production poten¬ 
tial and for restoring ecolo¬ 
gical balance. ICAR researches 
have indicated that reclama¬ 
tion of alkaline soils can yield 
on an average five tonnes of 
foodgrains per hectare in a 
year. 

The Centre has also decided 
to lay special emphasis on 
reclamation of fallow lands 
other than current fallows. 
According to the land use 
statistics, there are about 9.5 
million hectares of such land 
in the country. Rajasthan 
has the largest area, 21,18,000 
hectares, followed by Andhra 
Pradesh which has 10,53,000 
hectares, Madhya Pradesh 
933,000 hectares and Bihar 
924, 00 hectares. Interest¬ 
ingly Punjab. Haryana and 
Maharashtra do not have even 
a hectare of fallow land other 
than current fallows. 

For the alkaline soils recla¬ 
mation scheme, the Govern¬ 
ment of India will spend Rs 
34.1 crores and the States of 
Uttar Pradesh, Punjab and 
Haryana Rs 29.9 crores. The 
farmers will contribute Rs 18 
crores. Under the scheme the 
expenditure on treatment of 
private lands for agricultural 
production will be shared by 
the Central and the State 
Governments (50 per cent 
each) and 50 per cent will be 
borne by the beneficiaries. 

Institute of Tourism 

The Government proposes 
to set up a National Institute 
of Tourism and Travel Manage¬ 
ment. The nucleus of the 
proposed institute is expected 
to be established during 1982- 
B3.Initially it will offer Exe¬ 
cutive Development Prog¬ 
rammes at different centres 
in the country for the per¬ 
sonnel already employed in 
various segments of the tour¬ 
ism industry. The institute 
will also undertake research 
and documentation assign¬ 
ments and offer consultancy 
services. Later, it will offer 
a 2-year post-graduate course 
in tourism. This was suted 
by Mr Khurshed Alam Khan, 
Minister of State for Tourism 


& Civil Aviation in Rajya 
Sabha recently. 

Introduction of 
Colour TV 

The Inter-Depart mental 
Working Group set up by the 
Government has since sub¬ 
mitted its final report to the 
Government on introduc¬ 
tion of colour TV in the 
country. This report is be¬ 
ing examined in consultation 
with the concerned Minis¬ 
tries/Departments. This in 
formation was given by the 
Minister of Information and 
Broadcasting. Mr Vasant 
Sathc, in Lok Sabha recently 
in a written reply to a ques¬ 
tion. 

In reply to another ques¬ 
tion. the Minister said 
that the Inter-Departmental 
Working Group in its lina 1 
report had worked out the 
cost of conversion at Rs 39.11 
crores including a foreign ex¬ 
change component of Rs 12.98 
crores. Mr Salhc informed 
the House that no agreement 
with any foreign country had 
been made lor imparting 
training to Indian tcchni- 

Department of Forest 
Royal Government of 
Bhutan, Timphu 

AUCTION NOTICE 

It is notified for the informa¬ 
tion of timber merchants and 
all other concerned that round 
logs of Coniferous Spp. like 
Blue Pine, Silver Fir, Spruce 
etc. will be sold by open public 
auction to be held at Chang- 
kaphu (about 20 KM from 
Thimphu and Chelela about 26 
KM from Paro) on 15th and 
21st of April 1982 respectively. 
Intending purchasers are re¬ 
quested to contact the Divi¬ 
sional Forest Officers, Thimphu 
and Paro and the Range Officer 
Phuntsholing for further details. 

Director of Fercsts, 
BHUTAN 
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cians specifically for tram- 
mitting colour TV. 

Sugar Output 

According to the Indi^f 
Sugar Mills Association, t 
sugar production during tf 
second fortnight of January 
1982 Wws about 742,000 ton 
ncs as against 635,000 tor 
ncs during the same fortnig] 
Iasi year. The total prodtfi 
tion in the month of Januttfyi 
1982, ihe fourth month / 
the season 1981-82, was a.bh 
14,20,000 tonnes as agaitt^ 
12,15,000 tonnes during t| 


BHARAT COMMER6|i : 

AND Of 
INDUSTRIES LIMIT 

notice 

NOTJCb is hereby gi 
pursuant to Section 154 of; 
Companies Act, 1956, that 
Register of Members and Sh 
Transfer Books of the C 
pany shall remain closed fi 
Thursday, the 1st April, 1 
to Tuesday, the 20lh Ap 
1982, both days inclusive, 
dividend, if declared, in 
Thirtysixth Annual Gen$ 
Meeting scheduled to be 
at HCCI Golden Jubi3 
Auditorium, Federation Ho: 
Tanscn Marg, New Di 
110001, on Tuesday, the! 
April, 1982 at 4 P.M. (No 
of the said meeting is 
forwarded to the tharehold 
shall be payable to those shi 
holders or their Mand&i 
whose names will appear in 
Company’s Register of M 
bers as on 20th April, 1982.1 

By Order of the Bo$j 
V.N. PODD 
Secretary^ 

Registered & Head Office ; 
Surya Kiran,- 5th Floor, 4”; 
19, Kasturba Gandhi Marg,t^ 
New Delhi-])0001 - 

Dated the 28th January, 19 
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i»tne month last season. 
Krhis brings the total output 
pouring the first four months 
gppf ■ the season 1981-82 to 
||32»22,00 tonnes as against 
K26 f 14,000 tonnes during the 
Corresponding period last 
|»ear. The offtake of sugar 
! : |rom factories during the 
|l';Second k rlnighl of January, 
about 219.000 tonnes for 
$internal consumption and 
$ 17,000 tonne** for exports as 
jp against 2,37,000 tonnes for 
| internal consumption and nil 
/ for export during the same 
l "'.fortnight last reason. The 
despatches during the month 
% of January, 198? was 399.CC0 
tonnes for internal consump- 
tion and 24,000 tonnes for 
exports as against 420,000 
| tonnes for internal consump- 

■ tion and nil for exports dur- 
jng the same month last sea- 
son. The total off-take in the 

> first four months in 1981-82 
f>vas 15,16,000 tonnes for 
)§ Internal consumption and 
i* 68,000 tonnes for exports as 
^against 14,45,000 tonnes for 
internal consumption and nil 
for exports during the cor- 
^ responding period last sea- 
:! son. The total closing stock 
of sugar with the factories as 
H.pn January 31,198? wasabout 
‘ 24,17,000 tonnes as against 
17,66,000 tonnes on the same 
;> r date last year, 
v r ■ 

v Accord Export 
Earnings by PEC 

The Projects and Fquip- 
jvthent Corporation (PEC) is 
f poised for record export 
* tamings in the current 
'financial year. It has alread\ 

■ exported goods worth about 
vRs 45 crore. The reckoning 
; is that the current vear will 
1 end with exports exceeding 
;Rs 50 crore. At this level, 

the exports are expected 
’ to show an increase of 30 
per cent over the previous 
year when the earnings amoun¬ 
ted to about Rs 38 crorc. 

This STC subsidiary, in 
association with the Integral 
Coach Factory, has already 
exported about 350 coaches 
to various countries, includ¬ 
ing Taiwan, Zambia, the 
Philippines, Bangladesh, Sri 
Lanka, Tanzania, Uganda 
and Vietnam. 


Bogies have also been sup¬ 
plied to some countries which 
have started building their 
own coaches but net the 
bogies. A contract for the 
supply of 32 brake vans to 
Nigeria was won against stiff 
international competition. 
The supply is likely to com¬ 
mence shortly. At present, 
PEC has orders worth Rs 70 
crore involving supply of 
engineering items and rail¬ 
way equipment. 

Rupee-Pound Sterling 
Exchange Rote 


* . ■ 

developmental role, iFCIcba- 
tinued to help the small-scale 
and ancillary industries sec¬ 
tor through its specially de¬ 
vised Promotional (Techni¬ 
cal Assistance) Schemes. The 
subsidy given by 1FCI under 
the aforesaid schemes to the 
Technical Consultancy Orga¬ 
nisations (TCOs) during the 
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1981 aggregated is 5.68 tefchs 
a$>gainst Rs 3.85^ lakhs in 
the corresponding period in 
the previous year. 

The schemes relat/ng to 
(a) Assistance to Sma/1 En¬ 
trepreneurs, and (b) Assis¬ 
tance to Ancillary and Small- 
Scale Industries were libera- 


* - - 

f MARUTIUDYOG 
LIMITED 

(A Government of India Undertaking) 


The pound sterling has be¬ 
come cheaper by ten paise 
following up-valuation of the 
rupee by 0.59 per cent by the 
Reserve Bonk of India (RBI). 
RBI had fixed a new middle 


requires 

GENERAL MANAGER, FINANCE 

Rs- 2500—3000/- per month 
plus house and car 


rate at Rs 17 against the ear¬ 
lier rate of Rs 17.10 per 
pound. The new buying and 
selling rates are: buying: 
£5.8962 per Rs 100 corres¬ 
ponding to Rs 16.96. Selling: 
£5.8685 per Rs 100 corres¬ 
ponding to Rs 17.04 per 
pound. 

Hindustan Zinc 
Expsnd Capacity 

The capacity of the lead 
smelter complex of the Hin¬ 
dustan Zinc Ltd at Visakha- 
patnam is to be expanded 
from 10,000 tonnes to 22,000 
tonnes per annum. The ex¬ 
pansion work which will cost 
about Rs 620 lakh, is expec¬ 
ted to be completed by June 
1983. This was stated by Mrs 
Ramdulari Sinha, Minister of 
State for Industry Steel and 
Mines recently. 

The imported zinc concent¬ 
rates being used in the zinc 
smelter complex are to be re¬ 
placed by indigenous concen¬ 
trate from the Rajpura-Dariba 
mines in Rajasthan, which 
when commissioned in 1983- 
84, will produce 3,000 to¬ 
nes per day. 

Industrial Finance 
Corporation 

Industrial Finance Corpo¬ 
ration of India (IFCI), re* # 
corded an all round improve- * 
ment in its operations dur¬ 
ing the half-year ended 
December 31, 1981. In its 


The Company is a new Public Sector Undertaking set up 
to manufacture passenger Cars A Light Commercial 
Vehicles, It is, at present, examining various available 
technologies in the international automotive industry 
and will be entering into a collaboration anf-'ement with 
a world reputed auto-maker very shoitiy. Production is 
expected to commence in 1983. 


THE JOB 

The incumbent will be the head of the Finance and 
Accounts Department and will, therefore, assume total 
responsibility for ail finance and accounting matters of 
the Company This is a top management position, 
reporting directly to the Managing Director. The incum¬ 
bent should be a person of high professional competence 
and proven managerial effectiveness with the ability to 
head a team of young, professional accountants. 

THE PERSON 

Candidates should be Chartered/Cost accountants, pre¬ 
ferably in the age group 40 to 45 y^urs. with a minimum 
experience of 15 years at senior managerial positions in 
reputed organisations. Additional qualification of M.B.A. 
would be an advantage. Knowledge of EDP is also 
desirable. 

Persons working in Public Sector Undertakings at the 
level of a Deputy General Manager or General Manager 
are also eligible. 

REMUNERATION 

The starting salary is negotiable, and will not be a 
constraining factor for the right person. Other benefits 
offered include D.A . City Compensatory allowance, 
leave travel concession, leave encashment, medical 
reimbursement etc. < ■ 

Please apply within 3 weeks of this advertisement to 


$r. Executive Personnel, 
Maruti Udyog Limited. 
Gth floor. Hansalaya, 

15, Barakhamba Road, 
New Delhi-110001. 


giving full details of age, qualification, expericnco and 
salaries drawn. 


AH application and envelopes should be marked 
PERS/ REC/GMF. 

davp 010 (3) 81. 



lisfcd duripg ' the half year. 
The limit of reimbursement to 
the TCOs by way of subsidy 
s. under the Scheme of Assist¬ 
ance to Small Entrepreneurs 
was raised from R$ 1.00 lakh 
to Rs 2.00 lakhs per annum 
perTCO. Further, free inter¬ 
changeability of the unutilis¬ 
ed limit under one scheme 
and the other was allowed lo 
(the TCOs, which were able to 
procure more business under 
either of the aforesaid two 
schemes. As a result, IFCI 
is now in a position to subsi¬ 
dise each TCO upto Rs 3.00 
lakhs per annum under both 
the schemes, instead of 
Rs 2.00 lakhs permitted ear- 
u Her. 

^ Further Relaxation 

Further relaxation uplo 
Rs0.50jlakh per annum per 
TCO per scheme can also be 
considered on merits over 
and above the aforesaid 
liberalised limits. IFCI 
has been helping the small 
entrepreneurs by subsidising, 
through TCOs, the fees for 
consultancy assignments paid 
by them to the extent of 80 
per cent or Rs 5,000 whichever 
was lower. During the half- 
year, it was decided that TFCI 
shall be subsidising under 
the Scheme of Assistance 
to Small Entrepreneurs, to 
i the extent of 100 per cent of 
the consultancy or Rs 5,000 
whichever is lower cost of 
in the case o f assignments 
handled by TCO from, (a) 
physically handicapped entre 
preneurs and fb) entrepre¬ 
neurs belonging to the sche¬ 
duled castes and scheduled 
tribes. 

The Risk Capital Founda¬ 
tion (RCF), sponsored by 
IFCI with a view to providing 
assistance towards promo¬ 
ters’ equity also improved its 
business considerably. RCF 
sanctioned during the half- 
year ended December 31, 
1981 assistance of the order 
of Rs 41 lakhs to six pro¬ 
jects as against Rs 28 lakhs 
to three projects during the 
corresponding period in the 
previous year. There was 
a marked improvement in 
the disbursements made by 
RCF during the half-year. 


The disbursements aggregated 
Rs 50.50 lakhs as against 
Rs 31.20 lakhs for the cor¬ 
responding period in the 
previous year. The asistance 
from RCF, which is interest- 
free and carries only a ser¬ 
vice charge, enables new en¬ 
trepreneurs and technologists 
to contribute their share of 
the promoter’s equity in res¬ 
pect of projects being pro 
motted by them. 

French Credit to India 

A consortium of French 
bankers has olTered India a 
line of buyers’ credit totalling 
French francs 800 million, 
which is approximately Rs 130 
crore. The offer is to be ap¬ 
proved by the Government of 
India. The offer comes as a 
result of the visit of an indus¬ 
trial delegation sponsored by 
the Tndo-French Chamber 
of Commerce and Industry. 
Mr Harish Mahindra, lea¬ 
der of the delegation, said 
that the credit would be 
for the purchase of plant 
and equipment and for 
maintenance of imports 
for the French-assisted in¬ 
dustrial projects in India. 
Of the total credit of about 
Rs 130 crorc, Rs 100 crore 
would be earmarked for the 
purchase of French plant and 
equipment. The remaining 
Rs 30 crore would be a mixed 
tranche of other foreign cur¬ 
rencies for the purchases out 
side France. 

Wool Exports 

Wool and woollen goods 
export can easily cross the 
Rs200-crore mark per year 
if the Union Government 
extends necessary support, 
according to Mr S. Dave, 
Secretary, Wood and Woollen 
Export Promotion Council. 

Mr Dave said the major 
problem faced by this sector 
was credit for modernisation 
and expansion. He wanted 
many of the facilities provid¬ 
ed under the free trade zone 
scheme to be extended to this 
sector without the restrictions 
since these units could not 
be confined to such zones. 

Of the three segments of 
the IndiaP woollen industry. 


knitwear which was wholly 
small-scale, accounted for 
nearly 90 per cent of the 
total exports. The other two 
sectors, hosiery and caipets, 
which were either medium or 
large scale units, accounted 
for the remaining 10 per cent. 

The knitwear which was in 
the small-scale sector, got a 
major portion of the work 
done through housewives of 
the surrounding areas as a 
measure of economy. On ac¬ 
count of this, it would not be 
possible for knitwear units 
to be in 100 per cent export 
areas. 

Mr Dave said nearly 3,000 
units were presently engaged 
in the manufacture of knit¬ 
wear in the country. He 
fell the Government should 
relax the 100 per cent export 
norms in the care of knit¬ 
wear units and allow them to 
get their job done through 
the present system. Other¬ 
wise the whole economy of 
these units would be upset. 

Jewellery Exports 

Export of gold jewellery in 
the current financial year is 
expected to touch a record 
level of about Rs 45 crore. 
This will represent a three' 
fold increase over the pre¬ 
vious year when the value of 
exports was only Rs 14.6 
crore. 

The scheme introduced by 
the Government in Decem¬ 
ber last for replenishment of 
gold by foreign importers of 
jewellery has done well. The 
exports under it during the 
first 10 months of the cur¬ 
rent financial year are placed 
at about Rs 35 crore. 

Resides, the Government 
has permitted freely the gold 
jewellery where gold content 
in items exported does not 
exceed 10 per cent. Some 
exports are taking place un¬ 
der this category as well. 

Export of gold jewellery 
through the Handicrafts and 
Handlooms Export Corpo¬ 
ration (HHEC) which is 
the canalising agency, is 
expected to be of the order of 
Rs 40 crore. The remaining 
amount will represent exports 
under the other scheme. 


according to informed sour¬ 
ces here recently. 

An exhibition organised by 
the corporation in Kuwait 
yielded encouraging results ,'J 
Gold jewellery worth Rs 3.3TJ 
crore was sold on the spot. Ii ; 
addition, export orders valued; 
at Rs 3.50 crore have so faf. v 
been received by the associated 
jewellers of HHEC. Mo 
orders are also expected. ; •< 

Against on-the-spot salef| 
and the orders bagged M $ 
far, 325 kg of gold will 
supplied by the foreign 
tics. At the current price*j 
the value of the gold wilt bf$ 
around live crorc rupees. ; ^ 

Names in the News Jf 

Mr P.M. Belliappa has tak«$] 
over as Chairman and Manage 
ing Director of Rural EI$C$j 
trification Corporation. EaiN,| 
lier he was Chairman and? 
Managing Director of 
National Hydro-electric Pow^fe 
Corporation since July 198<$] 
Mr Belliappa has been closed 
associated with the powe$ 
sector for over five years aijji] 
Joint Secretory in the Uniop- 
Ministry of Energy. >3 


Mr P.M. Belliappa | 

He is the recipient of thesj 
British Council Scholarship] 
for specialisation in higher 
management. ,5 

As leader of the Inditm? 
delegation lo ESCAP, Bang$ 
kok, Mr Beliappa played a ; ; 
leading role ip negotiating! 
for the Regional Centre foClJ 
Technology Transfer now lo*< 
cated at Bangalore. He also ! 
led the Indian delegation to 
ESCAP at a recent meeting " 
on Natural Resources. 






f Company 

s AFFAIRS 


Indian Aluminium 

1 Indian Aluminium Co Ltd 
(fndal), achieved record metal 
production of 87.492 tonnes 
in 1981. Sales revenue total¬ 
led Rs 204.8 crorcs com- 

f ared to Rs 156.2 crores in 
980. Smelter capacity uti¬ 
lisation improved to 74.5 
er cent from 49 per cent in 
980. However, power res¬ 
trictions at Belgaum and Hira- 
kud prevented the company 
from realising its full poten¬ 
tial. The cost of key inputs, 
particularly power, petro¬ 
leum, coke and pitch, escala¬ 
ted sharply during the year 
and until early December, 
the company was having to 
sell metal at a retention price 
which was lower tto,n even 
its cash cost of production. 

Profit before tax fell to 
Rs 6.41 crores (which in¬ 
cludes a write-back of Rs 1.79 
crores) from Rs 8.07 crores in 
1980, reflecting the gross 
inadequacy of the retention 
price of metal permitted by 
Government for almost the 
entire year. Net profit after 
tax (but before investment 
allowance reserve) at Rs 4.43 
crores was higher than Rs 3.52 
crores in 1980, due to lower 
provision for taxation mainly 
on account of capiL.1 allow¬ 
ances in respect of the 
modernisation programme. 

The Directors have recom¬ 
mended payment of a divi¬ 
dend of Rs 1.35 per ordinary 
share (Rs 1.50 in 1980) sub¬ 
ject to tax. This was possible 
only because of the transfer 
of Rs 1.14 crorcs from deve¬ 
lopment rebate reserve after 
the statutory period of eight 
years, the write-back of ex¬ 
cess provisions made in ear¬ 
lier years of Rs 1.79 crores 
‘ relating to cess on royalty on 

EXTERN ECONOMIST 


bauxite and Rs 1.29 crores 
relating to income tax. 

On December 3, 1981, 
Government announced a 
revision in aluminium prices 
to compensate for the in¬ 
creased costs of raw materials 
and power and simulta¬ 
neously, announced a reduc¬ 
tion in the exorbitant rate of 
ad valorem excise duties. 
While these announcements 
augur well for ihe industry 
and the company, there have 
been subsequent increases, 
largely in the prices of pitch 
and calcined petroleum coke, 
which have eroded almost 
40 per cent of the margin. 

There was a serious reces¬ 
sion in the demand for EC 
metal due lo poor off-take 
of cables and conductors by 
the Stale electricity boards 
because of paucity of funds. 
As a result, the company's 
EC mela! inventor* increas¬ 
ed to 10,600 tonnes from a 
normal level of about 500 
tonnes. This imposed a 
severe burden on working 
capital with the interest on 
bank borrwoing increasing to 
Rs 2.13 crores from Rs 78 
lakhs in the previous >ear. 
The company's Rs 59.4 
crorcs expansion und moder¬ 
nisation programme is well 
under way, with modernisa¬ 
tion of the Belur Sheet Roll¬ 
ing Mill and part of the 
Muri Alumina Plant hav¬ 
ing already been completed. 

Reliance Textile 

Reliance Textile Industries 
is pushing through its ambi¬ 
tious Rs 150 crore “invest¬ 
ment plan" to diversify, ex¬ 
pand and modernise its ope-* 
rations. Announcing this at 
an extraordinary general 
meeting of the company. 
Chairman and Managing 


Director, Mr Dhirubhai H. 
Am ban i said in Bombay re¬ 
cently that the “plan'* covers 
conversion of a sick unit taken 
over at Sidhpur into a mod¬ 
ern textile mill, installation 
of additional and balancing 
sophisticated equipment at 
Ahmedabad and setting up of 
a 10,000 tonne polyster fila¬ 
ment-yarn plant at Patal- 
ganga. This will make Re¬ 
liance a multi-locational or¬ 
ganisation. 

Mr Ambani disclosed that 
to raise part of the finance for 
modernisation of the Ahmeda 
bad unit, the company will 
come out soon with “the big¬ 
gest ever cap : tal issue in the 
history of the corporate sec¬ 
tor— 13.5 percent convertible 
secured debentures of 
Rs 125 each worth Rs 50 crore 
and 13.5 per cent cumulative 
redeemable preference stores 
of Rs 100 each for a total 
amount of Rs 5.5 crore. One- 
fifth of the value of each new 
debenture will be converted 
into one equity share of 
Rs 10 each at a premium of 
Rs 15. The current market 
price of an equity share of 
Rs 10 is Rs 125. 

Made of Allotment 

Mr Ambani said that every 
shareholder will be offered, 
based on each folio on Jan 
uary 27 1982, and also a sub¬ 
sequent date to be announced 
later, five debentures against 
his holding of 50 shares, ten 
debentures against holding 
up to 200 shares, 15 deben¬ 
tures against holding up to 
500 shares and 20 debentures 
for every 500 shares in ex¬ 
cess of 500 shares subject lo 
a ceiling of 100 debentures. 
Every holder of debentures 
of each of the three existing 
series will be offered five 
debentures each based on his 
folio as cn January 27, 
1982, and a subsequent date 
to be announced later. Some 
debentures will be offered to 
fixed deposit holders loo. 

According to Mr Ambani. 
the debt-equity ratio of the 
company on January 1, 
last was 1.42 : 1 and will 
be only 1.51 : 1 even after 
conversion of the new de¬ 
benture issue. The debt service 


coverage will 

times at the end of 1982. 
Reserves and surpluses at 
the end of the current year 
will rise to Rs 72 crore 
against the paid-up capital of 
Rs 18 crore. The turnover for 
the year ended December 31, 

1981, has crossed Rs 300 crore 
(Rs 208 crore) and the gross 
profit exceeds Rs 30 crore 
(Rs 18 crore). 

Ashok Ley land Pays 20% 

Ashok Leyland Limited 
has declared a final dividend 
of 12 per cent for the year 
ended December 1981. To¬ 
gether with the earlier inte¬ 
rim dividend of eight per 
cent, the payment for the ^ 
whole year comes to 20 per 
cent (same as last year). 
Sales during the year rose 
28 per cent to Rs 258.95 
crore (Rs 233.68 crore). Gross 
profit (before depreciation 
and financial expenses) am¬ 
ounted to Rs 31.42 crore aga¬ 
inst Rs 21.76 crore in the 
previous year. The company 
maintained the rapid tempo of 
implementation of its expan¬ 
sion programme and incur¬ 
red a capital expenditure of 
Rs 33.02 crore (Rs 34.7 crore). 
The cost associated with 
expansion viz. depreciation 
Rs 690 lakh (Rs 486 lakh), 
and financial expenses Rs 947 
lakh (Rs 425 lakh) were con- i 
sequently substantially higher. 

Investment allowance re¬ 
serve and debenture redem- 
tion reserve absorb Rs 450 
lakh (Rs 441 lakh) and Rs 
9 lakh (Rs 17 lakh) respec¬ 
tively. 

Owing to the tax benefit 
from the high capital expen¬ 
diture, no tax provision is re¬ 
quired for 1981 also and the 
profit after lax at Rs 15.05 
crore is higher by 10 per cent, 
over Rs 12.65 crore previously. 

Dividend, including inte¬ 
rim dividend paid, absorbs 
an amount ofRs 330 lakh from 
the net profit leaving a 
balance of Rs 716 lakh. 

It is stated that the year t 
proved to be a difficult one 
but in spite of serious cons¬ 
traints like availability of cri¬ 
tical material components 
and a 3-month ‘lock-out’ at 
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tt& fitair piatit* production 
and sales of vehicles incre- 
sed by 15 per cent and sale 
of parts increased by 20 per 
cent. However, there was a 
slight decline in the sale 
of industrial and marine 
engines due to the recessionary 
situation. 

MRF Ltd. 

For the year ending Sep¬ 
tember, 1981 MRF Limited 
has achieved a turnover of 
Rs 131 crorcs as against 
Rs 128 crores in the previous 
year. This is in spite of the 
prolonged strike for over five 
months in the Goa plant which 
is the largest of the com¬ 
pany’s four factories and 
which led to a loss of about 
Rs 45 crores in production 
value. The company has 
provided for depreciation of 
Rs 142.33 lakhs and invest- 
ment allowance of Rs 13 
lakhs. The net profit before 
tax amounts to Rs J.57crores. 
The company's turnover and 
profitability would have been 
significantly higher but for 
the said prolonged strike at 
Goa plant. 

The Directors have reom- 
mended a dividend of 15 per 
cent. The same rate of 
dividend was declared last 
year. The sales for the first 
four months of the current 
year at Rs 50.5 crores 
compare favourably with the 
sales during the corresponding 
period of last year when there 
was no strike in our plants. 
Anticipating the reasonable 
good agricultural output and 
increased industrial activity 
it is expected that the overall 
economics would improve 
quite considerably in the 
coming months. The Direc¬ 
tors are confident that the 
company’s performance for 
the forthcoming year would 
be much better. 

CWS (India) 

The recession in the Tea 
Industry has adversely affec¬ 
ted the operations of CWS 
(India) Ltd. The trading 
results for the year ended 
September 30, 1981 show a 
heavy loss of Rs 80.03 lakhs 
after providing for depre¬ 
dation (Rs 23.77 lakhs), in¬ 


vestment allowance reserve 
(Rs 0.65 lakhs), development 
allowance reserve (Rs 0.12 
lakhs) and Agricultural In¬ 
come Tax in Assam (Rs 0.90 
lakhs). The dividend for the 
year under review has been 
passed. The crop for the year 
was lower at 60,05,562 kgs 
as compared to the previous 
year of 61,26,179 kgs CWS 
\India) Ltd is a sister com¬ 
pany of Tube Investments of 
India Ltd. 

Bombay Tyres 

At an extraordinary gene¬ 
ral meeting of Bombay Tyres 
International Ltd, held 
recently in Bombay, Mr 
V.K.Modi, Director, told the 
shareholders that as a result 
of the cordial atmosphere 
in the factory, production dur¬ 
ing January, 1982 could be 
increased to 80,000 tyres as 
against an average of 60,000 
tyres per month last year. 

An application for techni¬ 
cal collaboration with Conti¬ 
nental Gumni Works has 
been submitted to the Govern¬ 
ment of India, he said. 

Mr Modi said that manage¬ 
ment had ordered two addi¬ 
tional diesel generating sets 
to augment power supply. 
The company has asked the 
Siemens India to give a re¬ 
port about the full credit 
and effective utilisation of 
power in the factory. The 
company has made repre¬ 
sentations to the Maha¬ 
rashtra Government for the 
increase in power supply to 
the factory, 

Punjab United Pesticides 

Sales of Punjab United Pes¬ 
ticides and Chemicals Limi¬ 
ted during the year ended 
September 30, 1981 amounted 
to Rs 190.14 lakh as against 
Rs J 59.76 lakh in the pre¬ 
vious year. The company 
produced 608 tonnes of mala- 
thion and sold 607 tonnes dur¬ 
ing the year under review as 
against production of 403 
tonnes and sale of 588 ton¬ 
nes of malathion in the pre¬ 
vious year. Even though the 
roduction and sales were 
igher compared to previous 
year, owing to steep increase 


in cost of inputs and power 
rates, the gross profit more or 
less remained the same. Gross 
profit during the year was 
Rs 20.87 lakh (Rs 20.75 lakh). 

Kamani Engineering 

Kumani Engineering has 
earned a lower gross profit 
ofRs 6.69 crore for the year 
ended September 30, 1981, 
against Rs 7.11 crore for the 
previous year. This is in spite 
of the rise in sales to Rs 
53.18 crore from Rs 51.09 
crore. 

The Directors of the com¬ 
pany have proposed to main¬ 
tain the dividend at 20 per 
cent. 

The company’s net profit 
amounts to Rs 3.17 crore 
against Rs 4.08 crore after 
providing Rs 91 lakh (Rs 
113 lakh) for depreciation and 
Rs 261 lakh (Rs 190 lakh) 
for taxation. The proposed 
dividend will claim Rs 33 
lakh. 

Tungabhadra Industries 

The Board of Tungabhadra 
Industries has announced 
an unchanged equity divi¬ 
dend of 16 per cent for the 
year ended September, 1981 
which will claim Rs 12.08 
lakh (same). The company 
has earned a gross profit of 
Rs 88.73 lakh on a turnover 
of Rs 50.06 crore against a 
profit of Rs 87.63 lakh on a 
turnover of Rs 43.03 crore in 
the previous year. After 
making necessary statutory 
allocations there is a surplus 
of Rs 32.50 lakh (Rs 27.77 
lakh). 

During the year, export of 
extractions amounted to Rs 
7 lakh to rupee currency areas 
against a total export of Rs 
150 lakh in the previous year. 
The sharp fall is due to quota 
restrictions imposed by the 
Government and disparity in 
overseas markets. 

Production of vanaspati, 
refined oil and hardened oil 
during the year was 35,414 
tonnes against 33,709 ton¬ 
nes in 1979-80. Soap and 
deoiled output declined to 
9,979 tonnes and 22,858 ton¬ 
nes from 10,523 tonnes and 
25,280 tonnes respectively in 



the previous year. 
the equipment towards 
company's equity particii 
tion in joint venture prcjl 
for the manufacture of, 
cose staple fibre in 
nesia has already been gH 
ped and the balance wiMf 
shipped shortly. The prejl 
is likely to start trial m 
in the third quarter of' $9| 
As a part of diversificatyi 
programme the compa$$l 
to take up the manufactapf 
steel wirerope produpW\lj 
which a letter of intends 
already been received. 3 

Ennore Foundries | 

The Directors of 
Foundries have propo$iJ| 
final equity dividend 
per cent, make up of 
cent interim already 
earlier and the final 'fit 
dend of 14 per cent, for m 
year ended December IJK 
against 22 per cent in Mi 
previous year. 1 

The company has cavil 
a gross profit of Rs 39(0 
lakh on a turnover of 1 
21.90 crore against a Cftfl 
of Rs 303.77 lakh on turhblj 
of Rs lo,53 crore in 191 
After providing Rs 85.69 lai 
(Rs 56.36 lakh) for deprpci 
tion, Rs 7.50 lakh (Rs IM 
lakh) for investment allaf 
ance reserve and Rs 71 lsl 
(Rs 101.40 lakh) for tSi 
tion, there is a surplus i 
Rs 226.12 lakh (Rs 1343 
lakh). The total dividend wi 
absorb Rs 65.04 lakh. A $ul 
of Rs 89.58 lakh (Rs 72.1 
lakh) has been transferred <j 
general reserve. A 

Amar Oye-Chem 

The management of Am| 
Dye Chem Ltd. is planhijj 
to reopen its factory at Ri 
yan and the head office } 
Mahim, Bombay from Mad| 
1. The lifting of the lock-oji 
would be only after the 
ceipt of a written undert&f 
ing from the workmen. 

Announcing this at a pre# 
conference recently, Mr JM 
Doshi, Chairman told new* 
men that the compaiyt^ 
management had to declare 4 
lock-out on November 2$ 
1981 in the factory owing & 





causing tension and 


1 * ' 


&*tid that after signing a 
v ent with the niaange- 
tmder one union on 
Jftiber 21,1981 * the work- 
$OTVC switched over to 
fer union led by Dr D«-tta 
The demands put 
ited by Dr Samant arc 
^ftnable, unjustified 
|exhorbitanf \ 

Doshi said that the 
any had incurreda pro- 
wmpti lOvSS of about Rs 9.5 
so far after the troubles 
&*d. The export loss could 
about Rs 1 crorc. The loss 
I revenue to the Central, 
Me Governments and to 
IjMunicipal Corporation is 
'mated at Rs 75 lakh per 

ith. 

ar Dye-Chem is pre- 
fltly holding a finished in- 
Jtory of Rs 1.5 crorc, while 
Maw materials stocks with 
pDompany valued at Rs I 
The sales of the 
rTC .any up to October last 
If,was Rs 23 crore. 

mtrial and Agricultural 
naering 

ie Directors of Industrial 
Agricultural Engineering 
my (Bombay) have 
nded a dividend of 
|>er cent for the year en- 
P September 30. 1981. The 
tpany did not pay any 
4dend for the preceding 
years. The company has 
:d a gross profit of Rs 
,74 lakh against Rs 10.50 
in the previous year fol¬ 
ding sales of Rs 9.37 crorc 
tins! Rs 8.10 crore. 

[After providing Rs 7.20 
(Rs 6.05 lakh) for depre- 
;ien, Rs 1.99 lakh (Rs 
[4 lakh) for investment 
iwanee reserve and Rs 0.48 
(Rs 0.50 lakh) for taxa- 
n the net surplus is Rs 
Jf9 lakh compared to the 
;vious year's Rs 0,50 lakh, 
it of this, the proposed divi- 
will absorb Rs 4.50 
(nil). After ceitain ad- 
itments Rs 5.35 lakh has 



been transferred to general 
reserve. 

Hardtemp Steels to 
Double Capacity 

Hardtemp Steels, a pro¬ 
fessionally managed company 
located in the backward area 
of Medak district of Andhra 
Pradesh, manufacturing har¬ 
dened and tempered steel 
strips to IS1 standards, pro¬ 
poses to double its capacity 
to 3,600 tonnes a year at a 
cost of Rs 1 crore. 

According to Managing 
Director, Mr Laxmi Narain, 
this is an import substitution 
product and cuirently 5,000 
ions of this products in the 
formof either stiips of value 
added finished goods are being 
imported. The expan;ion pro¬ 
ject, which is expected to be 
completed by the end of the 
current year ending July 31, 
1982, will give an additional 
turnover of Rs 3 crore, mak¬ 
ing a total of Rs 6 crorc in 
1982-83. 

The company is planning 
to export 50 per cent of its 
expanded production worth 
Ryl.5 crore in 1982-83. The 
company has fared well 
during the second year of 
operation, i.c. 1980-81, with 
a turnover of Rs 1.5 crore and 
has declared a dividend of 6 
per cent. The company has 
developed its own machinery 
in the small-scale sector, sav¬ 
ing approximately Rs 3 crore 
of foreign exchange. 

Capital and Bonus Issues 

Eleven companies have 
been allowed to raise capital. 
The details are: 

(A) Bonus Issues 

M/s. R.K. Swamy Ad¬ 
vertising Associates Pvt. 
Ltd., Rs 1,00,000 in fully 
paid equity shres of Rs 10 
each in the r<ttio of 1:1. 

M/s. Clutch Auto Limi¬ 
ted, Rs 23,92,000 in fully 
paid equity shares of Rs 10 
each in the ratio of 1:1. 


M/st.t. (Private) Limited, 
Rs 23,89,400 in fully paid 
equity shaies of Rs 100 each 
in the ratio of 1:1. 

M/s. Molins of India Limi¬ 
ted Rs 40,00,000, in fully 
paid equity shares of Rs 10 
each in the ratio of 2:5. 

M/s The Tata Engineer¬ 
ing Sl Locomotive Coin 
pan> Limited, Rs 11,69,20,000 
in fully paid equity shares of 
Rs 100 each in the ratio of 
2:5. 

M/s Gammon India Ltd., 
Rs 61,82,400 in fully paid 
equity shares of Rs 100 each 
in the ratio of 2:5. 

M/s A.V. Thomas Soft¬ 
ware Research Company 
Limited, Rs 4,42,240 in fully 
paid equity shares of Rs 10 
each in the ratio of 4:5. 

M/s The Indian Hotels Com¬ 
pany Limited, Rs 1,81,44,000 
in fully paid equity shares 
of Rs 10 each in the ratio of 
2:5. 

(B) Further Issues 

M/s New Standard Engi¬ 
neering Company Limited: 
Issue of fully paid equity and 
preference shares as under 
to the erstwhile equity and 


pMere&e; siir* 

Shree Vrajesh T 
(P) Ltd. in terns of the. 
scheme of amalgamation ap¬ 
proved by the High Courts of 
Gujarat and Bombay: (Value 
Rs in lakh); (a) 2,500 fully 
paid equity shares of Rs 100 
each, 2.50, (b) 5,000 fully 
paid 11 per cent redeem¬ 
able preference shares of 
Rs 100 each, 5.00. 

M/s Sri Vishnu Shankar 
Mills Limited. 300,000 equity 
shares of Rs 10 each (inclu¬ 
sive of the equity capital al¬ 
ready raised), for cash at 
par, The proceeds of the 
issue are to be utilised to set 
up a spinning mill at Raja- 
palayam, Tamil Nadu. 

M/s The Indian Hotels 
Company Limited: Issue of 
secured convertible 13.5 per 
cent bonds worth Rs 15 crore 


fer cash at par. Of the above, 
bonds worth Rs 10.45 crore 
will be offered to public with 
preferential allotment to em¬ 
ployees, Directors and busi¬ 
ness associates. The proceeds 
of the issue will be utilised 
in part to meet the cost of 
setting up a hotel and of 
eight kitchens in New Delhi. 


Readers’ Roundtable 


Soviets Resile 

Dear Sir, Soviets are 
resiling from their commit¬ 
ment to finance the Vjsakha-. 
patnam Steel Plant simply 
because the Government pro¬ 
poses to entrust a part of the 
construction of the plant 
to a top engineering iirm 
of our own country, Dastur 
& Co. This is unfair. As a 
client country we have every 
right to invite any Indian 
firm to share the fortunes in 
construction of our steel 
plants. Is the Soviet Union 
opposed to the growth of 
Indian engineering firms? Or 
have they some special anti¬ 
pathy to Dastur &Co? In the 
construction of the Bokaro 
Plant the Soviets consis¬ 
tently tried to keep out Das¬ 
tur & Co and sternly opposed 
all attempts of our Govern¬ 
ment to invite Dastur & Co 
to participate in the task of 


construction of that plant. 
Docs this attitude reflect the 
strength of our treaty of 
friendship with the Soviet?. 

New Delhi 

Miss Sumitra Upadhya 

Foreign Missions 

Sir, Your editorial, “On 
the No-War Path” {Eastern 
Economist , February 5, 1982) 
is disappointing. 

You deride the 50-odd 
joint commissions that India 
has with other countries, and 
very rightly, but still ad¬ 
vocate the setting up of one 
with Pakistan. 

To commend endless, 
fruitless, costly talks, as 
you do, is no diplomacy. 

What are our embassies 
for ? 

Mrs Ashoka Trikha 
New Delhi 




India presents yet another ‘ 

. . symbol ofman’s victory for mankind:' ; 

/^ 200-lakh tonne storage network 
that provides for the world’s largest 
public distribution system. . 


On one* fund you have the 
Quiab Minar The tower of 
victory proclaiming man’s succesd 
in 1 martia’ arts, and tn ' > ^ 
stru ural engineering 1 i 

lot ' India can boast of * 
anotner t >wer of victory—the tall, t 
stated si’u that stands out against 11 
the f nd i skyline Each a marvel of 
j enrn u ng, capable of storing 
' th )u m h of tonnes of wheat m J|| 
1 election cally controlled conditions/? 
These • i os, together with the 
convcihonal godowns form a two* 
thousand unit strong network, set 
up and maintained by the Pood 
Corporation This network is today 
helping India to emerge the v i » n 
her drive to provi t foo # hr uns 
L for 683 million of her pto* 


a 


forming the backbone of this 
network is the Governments 
unique two pronged drive to 
support the t irncr, and protect the 
consumer F C I procures about 1 J 0 
lakh tonne < rji i every year from the 
Indian fai ri t at prices that are 
remunera! ( vnd work as an 
incentive ler the htmer to grow 
more I he < ocks and a “buffer” , 
have calk cl f r an increase 
in TCI * tc i v c ipacity from 6 lakh 
tonnes nl ( > to 200 lakh tonnes 
in 1 % 1 — c 1 m 3 T Cl to provide £ 
every consumer uninterrupted 



In the Set vtce oj the Notion 


supply of foodgrams at fair prices ^ 
across the country This ( ^ 1 '* for a 
m«v sive movement activity that 
sees rCI usmq on an a a rage 
n* arly ?600 broad gauge wagons 
and 300 metre qauqe wagons 
every day for despatching 1 
foodgrains, suqar and imported r 
non potassic fertilisers 

Manned by over 73 000 people, 
v th 135 Disfnct Offu c*. 20^*4 
S 4 oraqe Points, 130 Qual ty leMinq 
l ahoratones, the F ood Corporation 
of India is the smgk largest 1 

foodgrains distributor in the world f 

FOOD 

CORPORATION 
OF INDIA 
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March 3 

The Government discontinued the 
scheme of priority allotment of cement 
against the inward remittances of foreign 
exchange. 

The Kailway Minister announced 
some minor concessions to the extent of 
Rs 4 crores from the Rs 261 crores 
additional revenue he had sought to 
raise from the Railway budget. 

March 4 

External Affairs Minister, Mr P. V. 
Narsimha Rao, expressed his hope that 
the recent incident in Dacca in which 
Indian High Commissioner was shadow¬ 
ed by Bangladesh security authorities, 
would not stand in the way of improv¬ 
ing our relations with Dacca. 

EASTERN ECONOMIST 


The wholesale price index stays at 
277,2 for the week ended February 20. 
This was slightly lower than the level of 
277.5 a month ago. 

Ten new bulk drugs added to the list 
of 22 bulk drugs required for the pro¬ 
duction of life saving drugs for the 
purpose of complete custom duty 
exemption. 

The Rajasthan Industrial Develop¬ 
ment and Investment Centre has con¬ 
ceived a 280 acre industrial estate close 
to Delhi on Jaipur-Delhi highway. 

March S 

The Reserve Bank devalued the rupee 
by 0.95 per cent. The middle rate chang- 
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ea 10 XS *0.93 iroui ma prevrew 

Rs 16.85 per pound sterling. 

Opposition members walked oM 
of Rajya Sabha in protest against 
the Government not giving an idea of 
when elections to Delhi Metropolitan 
Council and Garhwal Lok Sabha con* 
stituency will be held. 

India and Greece decided to expand 

bilateral economic relations. | 

The IAS probationer, Mr VX Singh* 
discharged from service following his 
misconduct with a woman probationer* 

Gold prices in international markets 
in London and Zurich dropped to 
8337.50 an ounce. 

March 6 

Sri Lanka acceded to the interna¬ 
tional convention on the elimination of 
all forms of racial discrimination nearly 
13 years after it came into force. 

Power generation during the first II 
months of the current financial year in¬ 
creased by 10.8 per cent. 

Mr O.p* Mehra sworn in as Gover¬ 
nor of Rajasthan. 

March 7 

The Centre set up a 12-member work¬ 
ing group to conduct an overall study 
of the trends in the overseas labour 
market with particular reference to the 
present job requirements in West Asia. 

India finalised a deal with the Soviet 
Union for importing 2.5 million tonnes 
of crude oil for 1982. 

The Shipping Corporation of India 

defers its decision to acquire 21 ships 
from foreign shipyards. 

March 8 

The Assam Chief Minister, Mr Keshav 
Chandra Gogoi, expanded his 14-mem¬ 
ber Council of Ministers. 

Lok Dal chief, Mr Charan Singh, 

appointed Mr Rabi Ray as acting i 
General Secretary in place of Mr Madhu ] 
Limaye who had requested to be relieved J 
of the party post on health grounds. 

Government has notified the reconsti- 1 
tuted Press Council Consisting of 28- 
members for a three-year term. 
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Textiles—Search for a Saviour 


Thi- Tii'xmr; industry is in distress and desperately looking 
for a knight in shining armour to come to its rescue. At one 
^ time it was thought that Dr Samanl might turn out to be a 
' surprise knight—it was argued that his record-breaking strike 
; in the Bombay textile industry would run down stocks to the 
point where textile prices would rise again to remunerative 
levels. Alas, prices have actually fallen since the strike began, 

' Showing just how dramatically demand resistance has set in. 

The next prospective knight in shining armour was Mr Pranab 
, Mukherjce. The industry hoped that the budget would come 
. Out with measures to stimulate demand and reduce the tax 
burden on the industry. 

Mr Mukherjce has indeed made a number of changes. 
The Chairman of Chemicals and Fibres has welcomed this, 
k and expressed the hope that blended yarn prices will drop by 
2 per kilo. But this alone will not solve the industry’s 
problems. Mr G.L. Moondra of the Bengal Millowners’ 
Association is more accurate in stating that the budget has 
taken away with the right hand what was given by its left 
hand. The increase of two per cent in excise duty on blended 
Cloth takes away the benefit of lower yarn duties. The 
Increase in excise duty on acrylic fibre will make synthetic 
' wool manufactures more expensive. The increases of five 
percentage points in auxiliary customs daty will hit several 
inputs of the textile industry such as wool, flax, textile 
machinery, dyes and chemicals. The increase in excise duty 
on viscose fibre will have an upward effect on the price of 
lungis and sarecs used by the poor, and hit small powerlooms 
and handloom weavers. 

Mr Moondra has also drawn attention to the failure of 
the budget to do away tvith several excise anomalies. Fop 
in^ancc, twist and threads arc defined as yarns in the case of 


wool and cotton, but not in the case of flax, ramie and blends. 
Rags and fents of cotton are cleared at lower rates, but not 
those made of flax or ramie. There is a huge duty on ramie 
which makes it impossible to exploit this fibre, which could 
be grown in India to substitute imported flax. The customs 
and excise duties on flax are far higher than for cotton cloth. 
The duty concessions on blended yarn in the budget extend 
only to polyester blended with cotton or viscose, and not the 
many other fibres like wool, silk or flax. 

The new budget proposals arc supposed to rationalise 
the use of cotton and promote cheap synthetics to produce d 
the poor man’s cloth. Mr Moondra is quite right in doubting 
if this will at all happen. The yarn duty for blends with 15 
per cent polyester and less has been raised to Rs 7.50 per 
kilo, and the duty for yarns containing 16 to 50 per cent poly¬ 
ester has been lowered to Rs 11.25 per kilo, but there is still 
a big difference. Hence mills will continue to produce blends 
of 15 per cent polyester and 85 per cent viscose, which have 
very little durability but arc passed off to the unwary consu¬ 
mer as durable synthetic fabrics. 

Indeed, the import policy on viscose is highly questionable. 
Viscose and polyester fibre cost almost the same in the intcr- 


SPECIAL BUDGET NUMBER 

Eastern Economist dated March 19, 1982 will be Special 
Budget Number. Apart from carrying various budget 
documents the issue will analyse In detail the Impact of the 
proposals on the economy. The issue will be priced at 
R8 15 but will be free for regular subscribers. 
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but pollster is six times as durable as 


viscose. Hence we should encourage impoits of polyester 
and discourage those of viscose. The present duty structure 
' does precisely the opposite. 


It makes sense to export long staple cotton from India 
and import polyester. Long staple and extra-long staple 
cotton are used only for luxury clothing, while polyester is 
cheap and durable, ideal for the poor. One problem in reduc¬ 
ing the import duty on polyester is that indigenous fibre pro¬ 
ducers, with small and uneconomic plants, might find it diffi¬ 
cult to compete. It is desirable to license giant polyester 
plants in India instead of splitting capacity between a large 
number of firms. Only giant plants with economies of scale 
will make it possible to bring down costs. That will enable 
duties to be cut all round, and diminish the massive smuggling 
going on today. 


All these are long-term solutions. The textile industry 

C )day is more worried about short-term panaceas. The new 
udget holds do\*n deficit financing, and foreign exchange 
reserves are falling. This has led to an unexpected fall in 
bank depos'ts and hence credit. Textile mills are desperately 
in need of credit to hold on to unsold inventories. In the 
present situation, the RBI can see no justification for financ¬ 


ing inventories. The industry claims that it needs credit for 
production. But the uncomfortable truth is that there is little 
need for additional production in the glutted market. It is 
also an uncomfortable truth that the industry seems unable 
to meet the challenge by stepping up exports. 

A country like India, which can export long staplecotton 
at a profit, should surely be able to export superfine fabrics :l 
at an even bigger profit. Unfortunately it has not invested ; 
enough in modernisation, and the quality of finish of many 
mills is not up to world standards, particularly for luxury 
cloth. It is not even up to standard for other types of cloth./ 4 
It is alarming that the industry has been so hesitant to grab 
at the Russian ofTer of a long-tcim purchase of 500 million 
metres per year for 20 years. No doubt this has to be a 
phased programme, as the industry cannot suddenly gear itt ; ; 
production to Soviet specifications. But if indeed it wants a 
knight in shining armour, he is more likely to emerge from 1 
Moscow than New Delhi The truth is that the Soviet order ■ 
offers a greater assurance of increased demand than anything 
the Government can do. With the otficial emphasis on ,! 
handlooms and powerlooms, the textile mills have stagnated/ 
for two decades, and only large-scale exports can provide a ] 
permanent clement of dynamism in demand. / 


Bitier Sugar ! 


How hollow is the Government's claim of fully meeting the 
credit requirements for productive purposes is evident from 
the serious crisis that looms large for the sugar industry. In 
fact, the credit squeeze may have a very deleterious effect on 
j^thc endeavours at pushing up production during the current 
year which has been designated as the “Productivity Year”. 

The Indian Sugar Mills Association has virtually served a 
notice on the Government that unless adequate credit, in line 
with the increase in output, is provided to it expeditiously, the 
industry will default seriously not only in payments of cane 
but also on the wages of the workforce. Following the normal 
practice, the Reserve Bank of India had directed the nationa¬ 
lised scheduled commercial banks, which account for over 97 
per cent of the total deposits and advances of the banking 
industry, that sugar factories should be allowed credit to the 
maximum limit availed of during the last season—around Rs 
400 crores. This limit was reached last year some time in May 
when the sugar stock with mills aggregated to 29 lakh tonnes. 
With the spurt in production this year, as a sequel to a bumper 
cane crop, the stock had gone up to as much as 33 lakh tonnes 
by the end of February itself. This meant that most of the 
$ factories had already exceeded their credit limits. In the case 
of some mills, credit to even the last year’s levels had not been 
available due to the tight funds position of banks. This was 
due to a net decline (by February 19) of Rs 254 crores in the 


banking deposits, as against a n:t rise of Rs 202 crores (by this/ 
date) last year. With the raising of the statutory liquidity 
ratio to 35 per cent from 34 per cent and the cash reserve ratio/ 
to 7.75 per cent from six per cent, the total bank credit to thfr| 
non-food sector had expanded by February 19 bv only Rs 663/ 
crores, as against Rs 880 crores last year. With the peak levilH 
sugar stock around 41 lakh tonnes anticipated to be reached/; 
by April-cnd, the credit crisis that the industry is facing catt^ 
only get accentuated. The credit requirements of such 
massive stock are estimated around Rs 690 crores. Tho/ 
industry, therefore, has urged that the credit limit for it should ) 
be raised by Rs 300 crores over the last year’s level. 

This plea, indisputably, is warranted, for the industry has / 
been obliged to pay to the cane-growers a politically-motivated;; ;; 
price of Rs 20/21 p:r quintal, as against the statutorily fixed/! 
minimum of Rs 13. This has added not only to the burdens;^ 
of the industry but also thos: of the c msurners. It is rather / 
inequitous that even in a year of bumper cane crop, which is / 
expected to help raise the output of sugar to around 70 Jalch/f 
tonnes—possibly to 75 lakh tonnes—as against 51.47 lakh,*) 
tonnes last year, the consumer should be required to pay for /) 
the free-sale sugar only marginally less than what he had* t$:,| 
pay during the periods of lean production. The industry has 
urged the Government to control sugar releases in such a ; 
manner that the free-salc price does not fall below Rs 620/625 ) 
per quintal lest there should be an adverse impact on the pricey 
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of gur and khandsari which will cast an additional burden of 
crushing on the mill sector. 

The political overtones of cane pricing apart, the present 
sugar production requirements do warrant that the credit 
availability should be immediately augmented. This can be 
done in three ways : (i) raising the credit limit as such; (ii) 
expediting the finalisation of the sugar buffer-stocking policy; 
and (iii) stepping up exports. A decision to build up at least 
five lakh tonnes buffer stock of sugar was taken several months 
ago. But the scheme is yet to be finalised. The Government 
is still considering whether the stock should be kept with the 
industry and on what basis, or a separate organisation should 
be set up to take care of it. This should not pose insur¬ 
mountable problems. It would appear that keeping the stock 
with the mills will be less expensive than creating entirely a 
large new set-up for the purpose. A small new organisation 
or even the Food Corporation of India can handle the situation 
if the stock is kept with the industry under Government super¬ 
vision. It is only a question of fixing the storage costs. The 
takeover of the stock by the Government will enable the indus¬ 
try to imporve its cash flow. The same will be the result of 
allowing expeditiously exports especially to the preferential 
markets where the unit-value realisation is significantly higher 
than in the open world market. About 200,000 tonnes of sugar 


have been released for export. Further releases can be madc ? 
without endangering availability in the domestic market. 

The malpractices in the sale of levy sugar in Delhi too 
need to be looked into. It is, indeed, ironical that sugar has < 
not been available in some areas in the metropolis in 
recent weeks. It appears that quota releases do not adequately 
take into consideration the growth in population. 

In the interest of maximising sugar output, it is as well 
warranted that an early decision is taken on excise duty rebate 
for late crushing when the sugar recovery goes down due to the 
hot weather. This concession, of course, will be applicable 
some time in May, Yet an early decision will end 
uncertainties. 

The plea of the ISMA President, Mr H. C. Kothari, that 
part of the proceeds from the sugar development cess fund 
should be made available to factories for cane development, 
can be questioned. This fund has been created to assist the re¬ 
habilitation and modernisation of the sugar industry which has 
been collecting sizeable amounts in the form of purchase tax.b 
These proceeds have been utilised by them for administrative 
purposes even though the purchase tax in some States, parti¬ 
cularly in Uttar Pradesh, only replaced the cane development 
cess. The diversion of the development cess fund to cane 
development is hardly justified. 
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COMPLIMENTS OF 

GENERAL MARKETING & MANUFACTURING CO LTD 

Distributors of 

The World's Finest Earthmoving and Construction Equipment 

* TEREX EARTHMOVING EQUIPMENT— 

Rear Dumps, Bottom Dumps, Scrapers, Front End Loaders, Crawler Dozers & Rippers 

* HIND CRAWLER MOUNTED EXCAVATORS & CRANES 

* DEMAG HYDRAULIC EXCAVATORS & AQUADIGGERS 

* GROVE HYDRAULIC CRANES 

* MARION CRAWLER MOUNTED EXCAVATORS, WALKING DRAGLINES 
& BLAST HOLE DRILLS 

* GOODMAN BATTERY & DIESEL LOCOMOTIVES & CONWAY MUCKERS FOR 
TUNNELLING JOBS 

* GRADALL MULTIPURPOSE EXCAVATORS 

* CMI CANAL LINING & ROAD BUILDING EQUIPMENT 

* REX STABILIZATION & COMPACTION EQUIPMENT 

* MARATHON LeTOURNEAU MACHINES—Loaders, Porters, 

Spreaders, Stackers, Cranes, Jibs, Forklifts & Piks. 


BRANCHES, WORKS AND AGENCIES THROUGHOUT INDIA 
Regd■ Office: 9/1 R N Mukherjee Road, Calcutta 
Regional Offices at : 

MADRAS * CALCUTTA *.NEW DELHI * BOMBAY * GOA 
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C ries of "Perfidious Albion” arc rend¬ 
ing the air now that 12 British 
cricketers have thumbed their noses at 
the cricketing establishment and com¬ 
menced a tour of South Africa. The 
Statesman has declared in an editonal 
that “Sportsmen, in common with all 
who believe in justice and fair play, 
should find it morally repugnant to have 
'^y contacts with a racist regime.” The 
* truth is that few cricketers anywhere in 
the world believe that there is much 
repugnant about playing cricket in South 
Africa. Few would agree with The 
Statesman (or even other statesmen) 
that playing cricket in South Africa 
amounts to condoning tacism or esta¬ 
blishing contacts with a racist regime. 
Most are interested only in playing 
worthwhile cricket for worthwhile money, 
and do not care whether they play in 
Timbuctoo or Pretoria. Players in 
general want to keep sports and politics 
in watertight compartments, and are 
resentful of politicians who tell them 
where they can and cannot play. 

If most sportsmen have steered well 
clear of South Africa for more than a 
decade, it is not because of moral re¬ 
pugnance but out of a healthy desire to 
stay on the right side of their Govern¬ 
ments. It is not players but Govern¬ 
ments that have been responsible for the 
sports boycott of South Africa. Not 
even this can be ascribed to pure 
morality—it is influenced in large mea¬ 
sure by the desire of Governments to 
maintain friendly relations with black 
African States. Governments have de¬ 
cided that a sports boycott is a dramatic, 
effective and painless way of demonstrat¬ 
ing their dislike for apartheid. Economic 
sanctions do not work, and political 
jlesolutions in the United Nations have 
'no effect at all on South Africa. But 
the sports boycott is a running sore in 
the side of a country which loves sports. 
The media are bored to death by politi- 

BMXBW ECONOMIST 


cal resolutions on South Africa, but 
sports rumpuses over apartheid still 
capture the imagination and the head¬ 
lines. Thus the boycott has proved an 
excellent means for Governments to 
dramatise their protest against apar¬ 
theid. It has proved so excellent, in 
fact, that Governments have convenient¬ 
ly forgotten the original reason given 
for the boycott. 

r r , he original accusation against South 
Africa was that it had practised racism 
on the sports ground by refusing to 
permit blacks and whites to play to¬ 
gether. Thus South Africa itself was 
guilty of mixing sports and politics, 
instead of mixing black and white 
sportsmen. The original boycott was 
supposed to force South Africa into 
integrating its sportsmen. The ironic 
thing is that this aim has been achieved. 
South African sport has been integrated 
in large measure. The President of the 
South African Crioket Union is not a 
white but a person of Indian origin. 
Alvin Kallicharan has been paid a huge 
sum to play there, indeed, according to 
the Economist, London, South Africa 
has fulfilled all the multiracial require¬ 
ments for re-admission to test cricket 
which have been laid down by the 
International Cricket Conference—much 
to the embarrassment of the brown and 
black members of the Conference. Ap¬ 
parently football in South Africa, largely 
a black sport, is also fully integrated. 
None of this is going to satisfy Third 
World countries. The original intention 
of integrating sports in South Africa is 
long forgotten, and the boycott is now 
an unabashed attempt to use sports as a 
propaganda tool in a political battle. 
This is perfectly legitimate politics. But 
it is arrant hypocricy to pretend that cri¬ 
cketers have been against playing cricket 
in South Africa on moral grounds. 

The authority of Governments over 
cricketers collapsed a few years ago 


when Mr Kerry Packer started his own 
professional circuit with the world’s top 
players (the Indians were the only ones 
to resist his blandishments). He proved 
that cricketers were willing to risk the 
wrath of their Governments and be cut 
off from official test cricket provided 
they were given sufficient money. Only 
the naive can be surprised that the same 
kind of cricketers have been persuaded 
to tout South Africa for money. Many 
of them are over the hill, and need cash 
for the days ahead when they will no 
longer be able to play top-class cricket. 

Mrs Maigaret Thatcher, the British 
Piime Minister, has come under fire 
for not trying to stop the cricketers 
from going to South Africa. I find this 
amazing. Mrs Thatcher is far more 
agitated about Afghanistan than about 
South Africa, and yet she could do 
nothing to prevent several British ath¬ 
letes from attending the Olympic Games 
in Moscow. In a free country, Govern¬ 
ments do not and should not have the 
power to stop sportsmen from going 
where they want to. Apartheid is a bad 
thing but so is coercive governance. 

T must make amends for an error in 
this column last week. I had stated 
that Mr H N. Bahuguna’s reaction to 
the budget was placed inside the enve¬ 
lope containing the budget papers. In 
fact his cyclostyled statement had simply 
been left for distribution in the Parlia¬ 
ment press room at the same time that 
the budget papers were being distributed. 

I am obliged to point out the difference 
because 1 am told that Members of 
Parliament are thinking of bringing a 
privilege motion against Mr Bahuguna 
for knowing the contents of the budget 
in advance. This would bo folly. Mr 
Bahuguna has no pipeline into this”’ 
Government. He is merely a master 
cynic who believes in formulating his 
reaction to an event even before it occurs. 

Swamiuathan S. Aiyar 
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I he Mure of General Insurance 


The Nationalised general insurance 
industry has, during the past decade, 
firmly established itself on a sound foot¬ 
ing and can be geared to seek new 
horizons. If the industry maintains its 
current pattern of growth, the future 
looks bright. The share of the General 
Insurance industry in the Gross Natio¬ 
nal Product of the country is around 
0.4 per cent. In the Sixth Plan period, 
it is expected that the Gross Domestic 
Product will grow by 5.2 per cent. As¬ 
suming that inflation during the period 
Will run at about 15 per cent, and, that, 
the General Insurance industry will be 
able to maintain its recent growth rate. 
T expect that general insurance premium 
by 1985, will reach Rs 1200 crores mark. 

The Fire Department's share in the 
overall general insurance portfolio had 
slightly declined following the reduc¬ 
tion in premium rates. However, with 
the proposed massive investment outlays 
in the industrial sector by the Govern¬ 
ment, expansion of private sector, and 
the increasing values of current industrial 
assets, I foresee that Fire business will 
grow steadily and the department will 
; write a premium of over Rs 350 crores 
*by 1985. The claims position continues 
to be satisfactory in spite of reduction in 
premium rates but 1 do not foresee any 
further premium reduction in the imme¬ 
diate luture. 

Main Problem 

In the Marine Department, the busi¬ 
ness growth may not be exceptional. 
The main problem in the immediate 
future will be to keep the claims ratio 
under control. The cargo losses have 
been rising steadily and if the trend con¬ 
tinues, the industry may be forced to 
raise its rating structure. Fortunately, 
in the Marine Hull sector, loss ratio 
appears to have stabilised but if there is 
^ further deterioration, increase in rates 
will be inescapable. 

The Motor Department has been pla¬ 
gued by a very high loss ratio. The in- 
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dustry has this yc$r, raised its premium 
rates substantially. I am apprehensive 
that this department should sec a cycle 
of claims chasing premium rates upwards. 
Motor claims ratio has been rising stea¬ 
dily due to increase in repair charges 
and higher court awards. Without some 
measure of underwriting and claims con¬ 
trol, the motor premium rates may show 
a continual tendency to rise. The motor 
premium figures over the next five years 
will show a substantial increase partly 
due to the increase in premium rates, 
and partly due to the increased pro¬ 
duction of vehicles: 

The Miscellaneous Department which 
encompasses the non-traditional field 
also has been showing a growth rale 
higher than other departments and I 
expect that this department will write 
around Rs 250 crores premium by 1985. 
In this main group, Hngineeringinsurance, 
Personal insurances and Rural Non- 
traditional insurances are expected to 
achieve higher growth rates. 

Active Role 

The growth in business will naturally 
mean an increase in the investible funds 
at the disposal of the industry. The in¬ 
dustry, therefore, will have an important 
and active role to play in the develop¬ 
ment of capital market and also an ac¬ 
tive and constructive role in the develop¬ 
ment of the public sector. In the next 
five years, an amount of not less than 
Rs 200 crores will be available to each 
of the socio-oriented schemes like, (1) 
HUDCO, (2) Government loans, and 
(3) to capital market, even after making 
its due contribution to the national ex¬ 
chequer through payment of taxes and 
dividends. 

To service the business volume of 
Rs 1200 crores, the industry will have 
to expand its organisational set up. I 
visualise that in the next five years, the 
number of offices will go up from 1250 
to 2000 and the staff strength will rise 
from the present figure of41,000 to around 
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f'5,000. The industry will have to organise 
a planned and phased recruiting and 
training programme for the proposed 
substantial! addition to its work force. 
Overall, therefore, the industry faces a 
tremendous task in the immediate future 
and it may be tempted not to add to its 
problems by looking for new challenges 
and opportunities. 

Wider Horizons 

However, for many reasons I think 
that the coming years will see a deter¬ 
mined effort by the General Insurance 
industry to search for wider horizons. 
First, a critical analysis of past per¬ 
formance shows many achievements, but, 
at the same time there are also signs of 
weaknesses which, if not corrected, may 
endanger future growth. Second, the 
primary objective of nationalisation has 
been to spread the message of insurance 
to all sectors of the community. The 
industry will have to break new ground 
if it is to achieve this primary objective. 
I would, therefore, like to project my 
views on the deficiencies which, I think, 
have come to light from a critical review 
of past performance and place for consi-, 
deration my suggestions on the course of 
action that should be taken by the in¬ 
dustry to realise its full potential. Broadly, 
I would outline suggestions for possible 
changes in the General Insurance indus¬ 
try in the following areas : 

(a) A new set-up to realise the vast 
non-traditional insurance business 
potential. 

(b) Revised pattern of working to im* 
prove efficiency of operations in 
the traditional field. 

(c) Develop closer links with foreign 
markets. 

(d) Better utilisation of investible 
funds. 

(e) Fxtending commitment to tfie 
customer and the community. 

The business growth of the past de¬ 
cade appears very impressive when set 
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out in crores of rupees. However, the 
performance loses a hit of it lustre if 
you discount the impact of inflation. It 
j will be found that the share of the Gene¬ 
ral Insurance industry in the Gross 
Domestic Product has remained cons¬ 
tant around 0.4 per cent which means 
that the industry’s real growth has not 
been much higher than the rise in Gross 
Domestic Product. Second, if you 
compare the progress of General Insu¬ 
rance industry in India with the growth 
of General Insurance business world¬ 
wide, it will be observed that during the 
period 1972-78, the worldwide business 
figures show growth of 242 per cent, 
whereas the corresponding figure for 
India is 214 per cent. The Indian 
business figures of course have been 
affected by the reduction in fire 
premium rates and the revised 
agency commission structure. Overall, 
however, it shows that the performance 
of the General Insurance industry in 
India in the context of the worldwide 
insurance experience has been satisfac¬ 
tory but not exceptional. 

A Narrow Base 

The main reason why the General 
Insurance Industry has not improved its 
share of Gross Domestic Product has 
been that it operates mainly from a 
narrow base i.c. urban sector; whereas 
the most important segment of the eco¬ 
nomy is held by agriculture. In other 
countries, particularly developed coun¬ 
tries, the share of the General Insurance 
industry in Gross Domestic Product is 
much higher than in India. For example, 
the insurance industry’s share in the 
Gross National Product is 5.05 per cent 
in USA and 1.49 per cent in Japan, 
as against 0.4 per cent in India. Of course, 
.we have to take into account that the 
motor and liability insurance markets 
in developed countries have been very 
well developed and the market is far 
larger than in this country. However, 
it Is revealing, that, in developed coun¬ 
tries generally, the share of the General 
Insurance industry in Gross National 
Product has been showing a tendency 
to rise; whereas it has remained stag¬ 
nant in this country. It appears to me 
that a significant rise in the insurance 
industry’s share of GNP cannot be a 
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dustry enters the rural sector in a big 
way. 

It is true that rural non-traditional 
business has increased at a much faster 
rate than traditional business but the 
share of rural non-traditional business 
in comprison to the total general insu¬ 
rance business is quite insignificant. The 
insurance market in the rural areas is 
immense and offers prospects for dra¬ 
matic growth in the General Insurance 
business. I may illustrate this point by 
making reference to potential for live 
stock insurance which today has a very 
small share in the rural insurance port¬ 
folio. As I said earlier, cattle insurance 
has been the brightest performer in the 
general insurance industry’s drive to 
enter the rural market. About 53 lakh 
cattle have been covered under Cattle 
Insurance policies yielding a premium of 
over Rs 13 crores. As against 53 lakhs 
insured cattle, we may note that the 
cattle population of this country is re¬ 
ported to be 24 crores. I accept that a 
large portion of our cattle is overaged, 
malnourished and not suitable for in¬ 
surance. But even if 20 per cent of cattle 
population is considered valuable, re¬ 
quiring suitable insurance protection, 
we have 5 crores cattle which can be 
covered under the industry’s Cattle 
Insurance scheme carrying a premium 
potential of Rs 150 crores. Similarly, this 
country’s other valuable livestock such 
as sheep, goats and camels could offer 
on the same basis inssuance potential in 
the range of Rs 100 crores. In other 
words, on conservative estimates, poten¬ 
tial live stock insurance business alone 
of Rs 250 crores exists in the ciountry. 

Premium Potential 

The total general insurance premium 
from all classes of business has only this 
year exceeded the Rs 500 crores mark. 
Similarly, I can make projections of in¬ 
surance premium potential in other fields 
e.g. Personal Accident Insurance cover 
for agricultural labour and for the middle 
and upper class population group 
in the rural sector. Another 
important sourqp for insrance 
business is insurance for the three 
crore bullock carts in the country. 
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Insurance as potential ffef the G&niral 
Insurance industry though much has 
been said recently about the need for- 
farmers against failure of crops. The 
values at risk arc so gigantic and the 
administration of the scheme involves 
such tremendous organisational prob¬ 
lems that it is quite beyond the existing 
resources of the general insurance 
industry to undertake a Crop Insurance 
scheme for the country. 

While the potential is very large, the 
General Insurance industry can only 
progress slowly in stages in the rural 
sector. The present organisational struc¬ 
ture is not suitable for economical rural 
market. The smallest unit in the indus¬ 
try’s organisation set up is a branch 
Even after due economy in manpower 
staffing, 1 do not think that a branch 
can operate with an establishment cost 
of less than Rs 2 lakhs. 

Reduced Organisation 

The minimum premium that a branch 
should write to be economically viable, 
should be over Rs 20 lakhs. f do not 
think that the Industry can set up many 
branches in rural areas which can reach 
this premium figure in the immediate 
future. Therefore, the industry will 
have to reduce its organisation scale if 
it is to maintain active and feasible pre¬ 
sence in the rural areas. k 

There arc various alternatives which 
the industry may consider for establish¬ 
ing the organisational set up for the rural 
areas. In the initial stages, a resident 
representative with knowledge of the 
area language and influence could be 
recruited lo make the initial potentiality 
survey, conduct preliminary publicity 
and scout for possible agents, Jn the 
second stage, this representative can 
supervise the selling operations in the 
area and report to the branch office. 
This will eliminate the need for estab¬ 
lishing too many branches at primary 
centres. 

It is not only the organisational set 
up that has to be re-designed to meet 
the requirements of operations in rural 
areas. If a review is made of the exist¬ 
ing underwriting, administration and 
selling methods then it will be obvious 
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that change is needed in these areas also. 
Apart from organisation cost, the pre- 
{ sent staffing pattern and salary structure 
of the General Insurance industry would 
strain the economics and operations in 
rural areas. Hence, a separate cadre and 
organisational set up based on lower 
cost scale will be necessary. The inevit¬ 
able conclusion is that the Government 
must consider setting up a Rural Insu¬ 
rance Corporation as soon as possible 
on lines different than the GIC so that 
it is not burdened with the cost and 
structure of the GIC and insurance is 
available to the rural areas at most eco¬ 
nomical rates. 

The desirability of setting up a rural 
insurance body has been under consi¬ 
deration for some time. When and whe¬ 
ther this concept materialises or not. 
the General Insurance industry should, 

1 think, at this s^age review its present 
pattern of working and examine if chan¬ 
ges can be made to improve efficiency 
and reduce cost. 

The four units of the General Insur¬ 
ance industry have now reached a stage 
of stability and maturity in their growth 
which can enable them to develop their 
own style of functioning. At present the 
companies are following an uniform 
four-tier pattern of organisation namely, 
(0 Head Office, (2) Regional Office/ 
^Area Office, (3) Divisional Office ami 
(4) Branch Office. The four-tier pattern 
was originally envisaged because it was 
felt that for a new organisation, close 
control was necessary at all operational 
levels. Second, trained manpower was 
not adequately available at all centres. 

Four-Tier Pattern 

The four units have now reached a 
position where they could well review 
and adapt a new four-tier system which 
best suits their requirements and future 
plans. As a first stage, companies may 
experiment by laying diftering emphasis 
on the different layers of their four-tier 
organisation. For example, one com¬ 
pany can develop its own style of func¬ 
tioning by giving a more important role 
to the Regional/Area Office and a lesser 
role for their Divisional Offioe. Another 
company can concentrate on the Divi¬ 


sional Office and give it a bigger role in 
their set up. This will help in analysing 
the efficacy of the four-tier set up and the 
relative importance of the individual 
tiers. 

In the second stage, the units should 
consider the feasibility of operating on a 
three tier basis eliminating either the 
Regional/Area Office or Divisional Of¬ 
fice. This will of course, as a prerequi¬ 
site require adequate staffiing of trained 
manpower at all levels as also an effi¬ 
cient communications and supervisory 
system. The elimination of a tie would 
help in reducing organisational cost 
considrably and cut down delays in 
reducing organisational cost considerably 
and cut down delays in decisions tak¬ 
ing. The competition among the four 
companies will, therefore, not be confined 
to procurement of business but in areas 
of management ability and service. 

Present System 

The selling organisation of the indus¬ 
try is presently on two-tier basis - part- 
time agents working on commission basis 
supervised by full time development 
staff employees whose remuneration is 
linked to the business procured by the 
agency organisation. The agency com¬ 
mission varies from 5 to J5 per cent 
depending on the class of business. 
The remuneration of the development 
staff works out from 7 to 10 per cent 
of the organised premium. Due to 
the reduced agency terms and 
commission structure, agents are reluc¬ 
tant to work on full time basis. The 
development staff tend to concentrate 
on pockets of business rather than extend 
their activities to new areas where insu¬ 
rance market is dispersed. Hence addi¬ 
tion to development strength has not 
always resulted in extending the industry’s 
operations to new areas but often only 
intensified competition in the existing 
markets. 

The industry has been placing more 
emphasis on taking the message of insu¬ 
rance to larger sections of the commu¬ 
nity. Personal insurances are admirably 
suited for this purpose but as they carry 
lower premium it has not received neces¬ 
sary attention from the existing selling 
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organisation, I am of the opinion that 
the General Insurance industry should 
re-structure its two-tier selling set up by 
establishing a professional full time sales 
agency force remunerated at a fixed per¬ 
centage of business procurement. The 
remuneration may be fixed al a rate rang¬ 
ing from 12 to 20 per cent depending on 
the class of business and the area of 
operation, A higher percentage should 
be allowed for business procured in less 
developed insurance market and also ! 
personal insurance covers. 

Development Staff 

A second step that the industry should 
seriously consider is to enhance the 
functions of the development staff. 
At present the .development staff em¬ 
ployee acts merely as a link between the 
branch and the customer and has very 
limited authority. In a service organisa¬ 
tion if a customer has close and easy 
access to service facility, the better will } 
be effectiveness of the service. The deve¬ 
lopment staff employees should, there¬ 
fore, be trained and entrusted with ’ 
powers to accept standard risks and 
complete policy documentation formali¬ 
ties. This will not only improve efficiency 
in service but also reduce overall estab¬ 
lishment cost. 

To succeed in this procedure not only 
must the development stpff employees 
be suitably trained, but, the existing pro¬ 
cedures also be simultaneously simpli¬ 
fied. The proposal and policy forms 
should be reduced to the bare essentials 
and coughed in the simplest language. 

In fact, I would go a step further and; 
suggest that for standard covers, the , 
proposal form and policy form should , 
be combined. The first part would be ! 
completed by the customer and the se¬ 
cond part completed and signed by the ■ 
Development Staff employee. In tfiis i 
manner, a record would be easily avail- / 
able of what has been proposed for insu- 
ranee and what has been accepted. Ihe 
clerical work would be reduced to the !S 
minimum, if you compute the clerical 
and office cost involved today at current | 
salary levels, the stationary and other | 
establishment expenses then it will be J 
realised that unless some drastic change ; 
is made, it will not be feasible nor eco- - 
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comical to popularise low cost insurance 
[ Covers for the masses. 

The General Insurance industry has 
shown improvement in staff— premium 
ratio. At the beginning of the decade, 
premium per employee worked out to 
approximately Rs 0.75 lakh per em¬ 
ployee. Currently, the ratio stands about 
Its 1.2 lakhs per employee. Therefore, 
there has been some improvement, but, 
if you keep in mind at the same time that 
there has been a substantial increase in 
earnings of an average employee, then it 
will be realised that staff cost percentage 
in relation to premium has not gone 
.down. Staff costs account for about 
;75 per cent of establishment cost in the 
Industry and this has been one of the 
main reasons why the industry has been 
unable to bring down its cost ratio subs¬ 
tantially. 


Reviewing the Pattern 

. There is, therefore, great need for 
reviewing the existing work pattern to 
Improve productivity. In the long run 
Increase in employee earnings can be 
^achieved only through higher produc¬ 
tivity. The insurance industry is parti¬ 
cularly well suited to the induction of 
Jnore sophisticated office equipment but 
unfortunately there is instinctive oppo¬ 
sition in this country to any form of 
mechanisation. I do not think, however, 
that the General Insurance industry which 
^expects to transact business of Rs 1200 
pirores in the near future can continue to 
function effectively through manual 
documentation and accounting. The use 
pf copiers should be standard office pro¬ 
cedure and it is time we realise that this 
method is quicker and cheaper than us- 
ipg copy typists. Similarly, for account¬ 
ing, the micro processors now available 
fn this country should be used intensively 
lor building up accurate and timely 
accounting returns and statistics. 

It must be appreciated that the insu¬ 
rance industry cannot work out scienti¬ 
fic rating structure for each class of busi¬ 
ness without building up data on pre- 
jniurn and claims. Besides, the Indian 
General Insurance industry has entered 
into re-insurance contracts with insurers 
|U over the world and these contracts 
into many thousands. The constant 
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review of the profitability of such con¬ 
tracts cannot be made without the use 
of sophisticated equipment. 

It may be borne in mind that the 
Indian General Insurance industry 
though small in terms of business volume 
in the world insurance market, is, at the 
same time, fairly active in the internatio¬ 
nal markets. In size it ranks 25th in the 
world insurance market and third in 
Asia but jf you compare the international 
network established then the Indian 
General Insurance industry is next only 
to Japan in the Asian market. 

Now Ideas 

If India is to maintain and improve 
its image in the world market, it must 
be alert to new thoughts and ideas which 
are constantly emerging. As technology 
advances, underwriters have to adopt 
new methods and techniques to keep 
with the increasing complexity and values 
at risk. New administration and account¬ 
ing procedures are being worked out 
abroad to handle increasing volume of 
business. There is, therefore, a great need 
for continuous exchange of visits bet¬ 
ween the managers of the Indian gene¬ 
ral insurance industry and the insurance 
managers abroad. Unfortunately, a cli¬ 
mate is building up in this country re¬ 
garding foreign travel which I think is 
inimical to the interest of the General 
Insurance industry. Foreign travel and 
contacts are necessary not only to keep 
abreast of insurance techniques but also 
to be alert to the possibilities of business 
expansion overseas. The market for 
direct foreign business is narrowing due 
to the growing local sentiments. The 
Indian General Insurance industry is 
conscious of this and has promoted joint 
ventures abroad. India is in a very advan¬ 
tageous position in thft regard because 
there are many countries where the 
Indian community plays an important 
and significant role. These expatriates 
offer a valuable base for insurance ope¬ 
rations. However, I must caution that 
after establishing the base, the industry 
should seek local participation as sus¬ 
tained growth is not possible without 
full identification with the local market. 

The reinsurance market has also been 
growing. The Indian General Insurance 


industry has been seeking better recipro¬ 
city for its outward cessions. Underwrit¬ 
ing experience of reinsurance business 
offered has not been very satisfactory. 
There are signs of hardening of rates as 
a result of which underwriting results 
may improve—the industry should be 
alert to exoloit the position should this 
come about. Even now, if our concept 
of evalating the profitability of reinsu¬ 
rance business is altered, then there is 
scope for the industry to expand its 
reinsurance operations. 

Overseas icinsurers examine profitabi¬ 
lity not merely on the basis of claim 
results but also take into account income 
arising from investment of reinsurace 
premium received. It is on the income* 
from investments on which reinsurers 
to-day thrive. If the investment angle is 
taken into account then the insurance 
industry can still consider the desira¬ 
bility of extending reinsurance opera¬ 
tions. 


Invostment Policy 

At present the investment policy of 
the General insurance industry is closely 
governed by official guidelines. Under 
these guidelines, the industry is required 
to invest 35 per cent of its annual accre¬ 
tion in Government securities, 35 per 
cent in the housing and other socio-eco-, 
nomic projects and only the balance 
30 per cent of accretion is available for 
market sector operations. Within these 
guidelines, the insurance industry can 
play an important role. 

The industry has already made avail¬ 
able loans to State Governments on 
soft terms for fire fighting equipments. 
The industry can develop this sector 
keeping also in view the need for increas¬ 
ing business potential by offering finan¬ 
cial assistance to Government agencies 
for fire fighting equipments/stations like 
Industrial Development Corporations. 
1 hey in turn provide infrastructure faci¬ 
lities to cluster industrial units in selec¬ 
ted development areas. This type of 
assistance will increase premium poten¬ 
tial for the industry as well as reduce 
potential hazard to property by fire. 
Again, we all realise that the marine 
cargo claims ratio can be brought down 
considerably if handling losses are mini-■ ^ 
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to improve their facilities for lack of 
finance, the industry should offer finan¬ 
cial assistance from the 35 per cent ear¬ 
marked for the socio-economic sector. 
Such financial assistance will enable the 
ports to improve their facilities and 
serve the industry’s objective of reduc¬ 
tion in cargo losses. 

The industry has to maximise its in¬ 
vestment return from the market sector 
investments. As you are aware, the In¬ 
dustry is subject to heavy tax on invest¬ 
ment income, with the result that on 
70 per cent of its investment in the socio- 
oriented sector, the after tax return to 
the industry is only 2\ per cent to 
3 per cent. On the other hand, on divi¬ 
dend earning assets, due to the inter-cor¬ 
porate tax relief available, the taxation 
rate works out to around 25 percent only 
and, therefore, yield on investible funds 
in this sector is much higher. 

Decline in Profits 

I visualise that due to the rising claims 
ratio in both national and international 
markets there will be a decline in under¬ 
writing profits. If the industry is to main¬ 
tain its profitability, the Government 
will have to ensure adequate return 
on its investible iunds. It may be borne 
in mind that in insurance markets over¬ 
seas, the premium rates are to some 
extent subsidised by investment income. 
It is realised that investment income has 
been built up from funds contributed 
by the insuring public and, therefore, 
they should derive some benefit from the 
return. Official guidelines should, there¬ 
fore, be framed to permit sufficient dis¬ 
cretion to the industry to build up its 
investment income and also its financial 
strength so that it is able to improve 
its retention capacity and deal with re¬ 
insurers from a position of strength. 

The nationalised General Insurance 
industry now has the resources to play 
a more important and effective role in 
public life. It has already helped to es¬ 
tablish the Loss Prevention Association. 
The Cargo Loss Minimisation Cells 
established at some major ports should 
be extended to other ports. I would sug¬ 
gest that the industry seeks Government 
approval for more direct participation in 
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ne wortieg of pom through represen¬ 
tation hi Trustee Boards. It has gained a 
lot of experience from claims settlement 
regarding various types of losses and 
can make important suggestions for loss 
reduction. 

Largo Clients 

The General Insurance Industry has 
only taken tentative steps to awaken 
the interests of large clients in the con¬ 
cept of risk management. I an aware that 
expenditure on any project to benefit 
large clients receives close scrutiny in offi¬ 
cial circles. But one must realise that 
the General Insurance industry owes its 
financial strength to the support of large 
clients only because of the patronage 
and support that it enjoys from the large 
corporate sector. The industry, there¬ 
fore, should be more active in offering 
its facilities and expertise to its large 
clients in the field of risk management. 
Making industry insurance-conscious will 
improve the image of the insurance 
industry and help it to serve better. 

The General Insurance industry, be¬ 
ing a public sector organisation, has to 
receive support apd assistance from its 
administrative Ministry to achieve con¬ 
tinual growth within the parameters of 
official policy and guidelines. 

It has been accepted by successive 
Governments that the Public Sector 
Corporations will be run on business 
lines as autonomous bodies and that 
there should be no bureaucratic inter¬ 
ference. Nobody can deny Government 
the right to issue directives in public inte¬ 
rest on policy matters but what in fact 
has been found is that the administrative 
Ministry controlling the industry inter¬ 
feres in day-to-day affairs. The represen¬ 
tative of the Ministry sits on the boards 
of the companies and without knowing 
the technicalities and intricacies of the 
business, tries to impose his own views. 
It seems to have been forgotten that the 
other directors sitting on the board are 
equally Government nominees, but be¬ 
cause they happen to represent the con¬ 
trolling Ministry, they feel their views 
should supercede those of others. 

The Prime Minister has been recently 
reported in the papers to have said that 
Comparatively junior level officers from 


the Ministries sat on the boards of p#b-j 
lie sector enterprises and tried to do 
“back seat driving”. She farther said! 
that the Finance Ministry’s representative'! 
should not function like a ‘super dir*C» 
tor’ but should ensure adequate safety 
and accountability, without blocking it# 
functioning. One could not but agree 
entirely with what the Prime Minister 
has said By experience it has also been,;: 
observed that whilst the bureaucrats 
sitting on the board of the GIC h»Ve,l| 
been fairly useful, those sitting on thrift 
boards of the subsidiaries could be mofe|.| 
constructive and should be helpful in HMj£ 
development of the companies. This dotyj:; 
not happen. Government should, thety^' 
fore, consider withdrawing such repr#^ 
sentatives or educating them in the rofe 
they have to play. Again, the represent#*; 
tive from the admioistralive Ministry: 
being part of the Insurance Wing fecfelfi 
that his only duty is to control the cqibk 
pany. It would, therefore, be better m., 
the Government d irectors to be appointed 
should be either from another Ministty | 
or from other wings of the Finanfe^a 
Ministry and should be of a higher stat#fi| 
so that they can function effectively *i-i 
the board level. 

Not* of Caution 

I may also add a note of cauttoftl 
about the tendency which is creeping 
to tie down all processes and procedure#! 
in the General Insurance industry int#| 
rigid rules and regulations. Pr*ty| 
tical initiative and display of commercial 
spirit is getting discouraged and frowned 
upon in the growing officious atmos*,^ 
phere and this may ultimately affect thN 
growth and service in the General Insu¬ 
rance industry. ;•« 

The prospects for the General In$u4p| 
ranee Industry in the coming years,! 
therefore appear very bright. But ttjd 
achieve its potential the Industry wifljS 
have to experiment with new methods!] 
and pattern of working. 1 can sty|j 
that the top management of tlty’ 
General Insurance industry has theabfcij] 
lity and the will to tackle its task. Brf 
initiative on their part will require activ^l 
encouragement from the Governments! 

(This is an edited extract from the A.D. Shroflra 
Manorial Lecture). ' 
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National and International Challenges of the Eighties—I 


We all live in one single global system 
of trade and monetary relations. Whe¬ 
ther it is a question of trade or techno¬ 
logy, food or famine, energy or ecology, 
population or prices, pollution or travel, 
the world is becoming highly inter¬ 
dependent. So to my mind, the growing 
international interdependence is among 
the ’foremost realities of contemporary 
times. When Athenians and Spartans 
used to be engaged in Pelopcnisian wars, 
one learnt it only through the pages of 
subsequent history. But in this age and 
day, when there is either a Vietnam war 
or hostages are taken into captivity it 
creates reactions simultaneously in 
Washington, Moscow and London; it 
exerts an effect on the stock markets in 
New York, New Delhi, London and 
Zurich. Such is the state of acute inter¬ 
dependence which has come about in the 
last 25 years or so. Gone are the days 
when either a rich or a poor country 
could afford to laugh in its sleeves about 
the fortunes or misfortunes of the other. 

Compulsion to Cooperate 

Although we arc living in a world of 
continuing conflicts, proliferating wea¬ 
pons, ideological rivalries and economic 
compulsions, yet throughout human his¬ 
tory 1 don’t know of any past parallel 
when the compulsion to cooperate has 
been greater than it is doday. And it is 
my guess that in the future years, the 
\ political will and consensus to arrive at 
■: a mixture of rivalry and cooperation will, 
! if anything, increase. Management of 
^interdependence, to my mind, is therc- 
| fore, one of the major challenges facing 
j mankind in the future. 

\ Although academics, pundits and poli- 
' ticians alike criticize the role of foreign 
j assistance, foreign investment and for- 
j eign aid, yet 1 think that the entire deve- 
| lopmcntal process during the last thirty 
| years is a tribute to the key role that 
t foreign assistance can play. The second 
| reality, about which 1 should, therefore, 
t like to talk about is the role of foreign 
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aid and investment in international co¬ 
operation and economic development. 
Foreign aid made a considerable contri¬ 
bution initially in assisting the war- 
shattered economics of Europe and sub¬ 
sequently in helping the Third World 
economies to accelerate their plans for 
economic growth. Mind you, foreign 
Private investment has a much greater 
and a more positive impact on the 
growth process than Government to 
Government aid. This is fully borne out 
by the experience of recent years as re¬ 
produced below. Jay ftubashi in a well 
documented aiticle has recently shown 
that between 1970 and 1979 aid to Pakis¬ 
tan increased by 80 per cent but this did 
not prevent its growth rate from slump¬ 
ing by 33 percent (from 6.7 per cent to 
4.5 percent). 

Olher Comparisons 

In Argentina, there was a six¬ 
fold increase in aid but the growth 
rate was virtually halved from 4.2 per 
cent to 2.5 percent. Jn Israel, the aid 
flow trebled and the growth rate was 
down by 40 per cent. In Bangladesh, 
a tiny country compared to India, the 
current aid volume is half that of India 
and probably 10 times that before it 
became free but its growth rale is ac¬ 
tually less than what it was in the 1960s. 
In Ghana, the picture js even more elo¬ 
quent and disturbing. The aid volume 
has trebled in the last nine years but the 
rate of growth has actually turned nega¬ 
tive—the country is eating up its resour¬ 
ces leaving virtually nothing for deve¬ 
lopment. And in Portugal, aid has in¬ 
creased 50 fold (from nearly Rs 16 
crores in 1970 to Rs 800crores in 1979) 
and how has it affected the Portuguese 
economy? The growth rate is down 
from 6.2 per cent, to 4*5 per cent, a 30 
per cent decline which must be mocking 
the aid-givers. 

Inflow of private Capital has, how¬ 
ever, a different impact. Wherever this 
is sizeable in relation to capital receipts 
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on Government account, there is a per¬ 
ceptible hike in growth rates, though 
this is not a universal rule. In Egypt, 
for instance, there was considerable in¬ 
crease in aid but also a substantia] hike 
in private investment which accounted 
for more than 50 per cent of aid in 1979. 
The growth rate of GDP went up by 
80 percent, from 4.2 percent to 7.6 per 
cent. In Malaysia the increase in foreign 
aid was adcompanied by an even more 
rapid hike in private investment, and 
the growth rate improved by 25 per cent. 5 ) 

Brazilian Example 

Similarly, in Brazil, there was a five¬ 
fold increase in foreign private invest¬ 
ment (along with a 10 fold hike in aid) 
and the growth rate went up by more 
than 60 per cent. There is, of course, 
not enough evidence to prove that it 
was the private investment that made 
all the difference, but the correlation is 
quite strong and makes one wonder 
whether things in India would not have 
improved substantially had not foreign 
investment been kept at bay. In the final 
analysis, it is not aid but trade that will 
ultimately make all the difference bet¬ 
ween growth and stagnation between J 
perpetual poverty and decent living stan¬ 
dards. The countries which have been 
really well and escaped the poverty trap 
are precisely those which have been 
able to strengthen the business element 
in their economy, either in the form of 
increased exports or bigger foreign busi¬ 
ness involvement. Take tiny South Korea 
with a population no more than a third 
of that of Uttar Pradesh; it has main¬ 
tained an average exports growth rate 
of about 30 per cent per year over the 
last two decades and last year had a 
foreign trade equal to a third of India's 
national income. India and South Korea 
were more or less in the same income 
league immcdiatley after World War II. 
Within a generation, while India conti¬ 
nues to languish at the bottom of the 
league, Korea has pushed way ahead 
with a per capita GNP that is eight times 
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India 1 #. South Korea doe# not fight shy 
L>f foreigners—neither of IMF nor of mill- 
iinationals and can take care of both. 
On the other hand, Indians believe that 
everyone who knocks at their door is 
a big bad wolf to be avoided at all costs. 
The result? India is a country in which 
only beggars are honoured and which 
has a permanent wolf at the door. 

Leave alone foreign aid and foreign 
investment controversy the real question 
is the ability of a nation to augment 
investiblc resources at its disposal at 
any given point of time. What are the 
lesources at the disposal of any nation? 
The resources at the disposal of a nation 

Hfe: 

^ (i) The savings of its people; 

(ii) The capacity of its Central Bank 
to print money (and we know 
there are severe limits in this re¬ 
gard); and 

(iii) The ability of a free nation to 
import savings from elsewhere (a 
feature of recent times) i.e, im¬ 
ported savings of other nationals 
which may take the form of either 
grants or aid or commodity 
transfer or investments or loans 
or whatever. 

^ Key Role 

Given this definition of availability 
of resources at the disposal of a nation 
i.e. a sum total of a combination of the 
above three components foreign assis¬ 
tance has played a key role and indeed 
can play an even more significant role 
in aiding the growth of developing eco¬ 
nomies provided there is no slackening 
of effort on the part of the developed 
countries. Those people who advocate 
zero foreign aid (and when our 
planners drafted the Fourth Plan in 
1974 they stipulated the vision of a 
zero foreign aid by 1979 and in 1978-79 
alone aid authorisation from World 
Bank and others was about Rs 2400 
crores) indulge in a kind of self-defeat¬ 
ing economic romanticism. Self-reliance 
is completely different from dependence 
on foreign assistance; in fact the latter 
if judiciously used can enable the attain¬ 
ment of the former. Economic romanti¬ 


cists would have your believe that the 
cow-dung can substitute capital, that 
bicycles can move faster than the boe- 
ings, and that hand massage is a better 
palliative for a failing heart than an in¬ 
tensive care unit. I personally feel that 
in the altered circumstances of the world 
of today accepting foreign aid does not 
tantamount to the surrender of sover¬ 
eignty any more than the acceptance of 
abortion tantamounts to the surrender 
of morality. Donors of aid are not wicked 
people, only they need to the guarded 
against; like women, one should be care¬ 
ful while dealing with them to make 
sure that while falling into their arms 
one does not fall into their hands. 

Morn Aid Needed 

Aid can and should be moie and not 
less if the developing economics have 
to attain the 2nd Development Decade 
objective of six per cent growth rale per 
annum at least during the course of the 
third development decade of the eighties. 
Last year, the Official Development Assis¬ 
tance that the developing countries re¬ 
ceived was barely Q.33 percent (instead 
of the target of one pet cent of the com¬ 
bined GNP of OECD countries) which 
is rather dismal. 

The third feature of contemporary 
times that 1 should like to share with 
you concerns the question of popula¬ 
tion growth. The population explosion is 
overwhelmingly pernicious. Those of 
us who arc around forty should 
recognise the stark fact that when we 
retire, i.e. by the turn of the century, the 
world will have approximately 7,000 
million people. Whereas it took 2 
million years, for the world to get 
its first billion in 1830, it took 100 
years thereafter for the world to get 
its 2nd billion in 1930. It took 30 years 
from that point on for the 3rd billion to 
arrive in 1960. The fourth billion arrived 
in fifteen years by 1975 and it does not 
require a great mathematical genius to 
calculate that by 1986 the 5th billion will 
have arrived. The sixth billion is expec¬ 
ted to arrive in 9 years* time after that 
i.e. by about 1995. The question that 
then arises is as to which men will play 
God in such a situation- What took two 
million years is now taking 9 years to 
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add to human race. What kind of prob* 
Jem this poses for a world society as a 
whole? Taking a View of the parallel 
population problem at home, we are 
today about 680 million people which, 
in aggregate, is larger than the combined 
populations of America, Russia and 
Japan. According to the I98i census, 
our population count is 683 million. It 
stood at 345 million in 1947 when we 
attained independence, it has thus recor¬ 
ded an increase of 338 million m 35 
years, which averages a growth rate of 
about one million every month. 65,000 
babies are born each day i.e. a baby 
every other second or 13 million a year 
which means one more Punjab oif one 
more Australia we add to our popula* 
tion each year. There is an addition of 
about 5J million to 6 million people to 
the labour foicc each year. Now what 
kind of a task this poses to any nation 
and its Government? How is one to cope 
with a problem of such staggering mag* 
nitudeV 

The Menace 

> 

A few factors alone demonstrate the 
menace that the population problem 
poses for us for the future. 

(a) The Census of 1981 reveals a de¬ 
cennial growth of 24.75 per cent 
i.e. an average growth annually 
of 2.47 per cent. It had been be* 
lieved that the growth rate was 
only 1.9 per cent in t978. This 
means that by the year 2000 (less 
than 20 years ahead), the popula¬ 
tion of India could reach 1000 
million. 

(b) In spite of vast Government effort# ( 
—large allocation of Rs 10,650 f 
crores foi Family Planning for the 
Sixth Plan (1980-1985) an ex¬ 
penditure annually of sums of the 
order of Rs 8 2(K crores (240 
million! the establishment of a 
force of 70,000 people, over 7,000 
clinics, 5400 primary health cen¬ 
tres in rural areas and 2000 uf* ( 
ban family wclfaie centres in 
towns—the growth rate of popula¬ 
tion has decreased only marginally 
from the decennial growth of ' 
24.8 per cent between 196) and 
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1971 to 24.75 per cent between 
1971 ana 1981. 

(c) At this moment, there are 135 
million women at risk which will 
increase by between 2 and 3 mil¬ 
lion each year during the next 
two decades at least. 

Problem in Perspective 

To put the problem in further pers¬ 
pective, to achieve even the present 
Government target of 30 births per 
thousand by 1984 will mean raising 
the present acceptor rate from 22 per 
cent to 35 per cent. In bold terms, this 
means that 44,000,000 of the women at 
risk must be motivated to acceptance 
within the very near future—and services 
must be available. The contraceptive 
cost alone, excluding motivation, clini¬ 
cal or administrative costs could be 
$ 120,000,000 per annum. The gravity 
of the situation calls foi a package of 
measures which should include the fol¬ 
lowing if the problem of burgeoning 
population has to be effectively tackled: 

(a) The necessity to increase accep¬ 
tance at the lower age levels ; 

(b) The necessity to maintain maxi¬ 
mum service availability to new 
acceptors; 

(c) To give maximum motivational 
support to Government program¬ 
mes by concentration on the disse¬ 
mination of population education 
and in human sexuality, particu¬ 
larly to the age groups 13-25; 

(d) To maximise the use of community 
groups and their leaders to incor¬ 
porate strongly a family planning 
component in their developmental 
programmes; 

(e) To encourage industrial organisa¬ 
tions to assist in the fuller moti¬ 
vation of males to support the 
small family concept; 

(f) To encourage the improvement of 
the status of women, increase their 
effectiveness in decision making 
at the community level, through 
the development of social and in¬ 
come-generating activities; 

(g) As far as possible, within the limits 
of the resources available to con¬ 
tinue to support the Government 


service and supply prdgratome 
the efforts of voluntary bodies like 
the Family Planning Association 
of India; 

(h) To take all possible measures to 
maintain the tempo, increase ac¬ 
tive volunteer participation and 
constantly improve the cost effec¬ 
tiveness of voluntary bodies en¬ 
gaged in the work of population 
control and family planning. 

It has taken three decades to bring the 
Dirth rate down to 35 per 1000 from 43. 
If the rate has to be reduced to 21 per 
1000 in the next two decades, there has 
obviously to be an invigoration of the 
family planning programme. 

The challenge, therefore, in the 
eighties, in this country in particular 
and the world in general is how to con¬ 
trol the merciless growth in numbers. 
What we need is a stationary level in 
population growth if we wish to effectively 
solve the poverty problem of teeming 
millions. 


World Poverty 

One more feature, a reality if you like, 
of contemparary tirtib* that 1 should like 
to share with you is that though we are 
living in a world of 4000 million people 
and more, it is tragic but true that 2/3rd of 
the world, i.e. nearly 2,500 million people 
are really poor (earning less than 300 
dollars a year) and nearly 1000 million 
people of these are desperately poor 
(less than 508 a year) and they are mostly 
to be found in South East Asia. I would, 
therefore, ask myself a simple question: 
What is the single most important and 
stark reality of ourt imes? Is it Russia 
or America; is it capitalism or commu¬ 
nism; is it atom bomb or inter-conti¬ 
nental ballistic missile? My answer would 
be an unhesitating 40 to all of these. 
The single most important reality of 
our times is the world poverty. Although 
two thirds of the people who live in this 
world are poor, yet the revolution of 
expectations unleashed on mankind dur¬ 
ing the last two decades or so has com¬ 
pelled many a Government to hold out 
tall promises. 

Let us not forget that it was the infla¬ 
tion of the twenties ^nd the depression 
of the thirties that "gave rise to the most 


pernicious dictatorship man- has evci 
known, dictatorship so pernicious that 
when the dictator committed suicide 
all sensible men and women around the 
world sang hymns. By the same token it 
was the prosperity of the fifties and the 
continuing capitalistic boom of the 
sixties that made it possible in the seven, 
ties to talk of zero growth rate, to talk 
of quality of life and to de-emphasise 
GNP as a measure of growth. 


Appalling Senario 


This appaiiiiig senario of world poverty 
makes the demand for a new economic 
order imperative. There are five clear 
augments that should force the emer¬ 
gence of a new economic order (whiclf 1 
has been talked about since 1974) as a 
live reality during the eighties. 


(a) Of the approximately 4000 million 
people living in this world today, roughly 
2,500 million people are living in the 
developing world. Of these 2,500 million 
people, 1000 million are hopelessly poor. 
Consequently, there is need for a new 
framework which will not permit the 
continuance of an appalling situation 
like this. 


(b) The global economic power I 
and its disbursement still reflect the I 
balance of power of the forties. For J 
example, if one looks at the voting righA*; 
situation in the World Bank one findsf 
that UK has more voting power than 
West Germany; Belgium and Nether¬ 
lands put together have more voting than 
the entire OPEC world. Pakistan has 
twice as much voting strength as Saudi 
Arabia. In view of the changes that have 
taken place, this calls for a renewed look 
at the balance of power in forums which 
arc primarily engaged in the task of 
helping the poorer countries come along. 


(c) Also, the need for earning through 
exports has never been greater, but then 
there are very few developing economies 
today that are diversified enough to be 
able to supplement their growth process 
only through export earnings. In the^ 
next five years and beyond, therefore / 1 
there will be a great need for concessio¬ 
nary aid from the developed world to the 
developing world. 

(d) The emergence of OPEC has 
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developing world &s well as the deve¬ 
loped world. The export earnings of 
OPEC countries had shht up to 300 
billion dollars in 1980 as compared to 
208 billion dollars in 1979. As a result 
the current account surplus of the OPEC 
countries has shot up from 68 billion 
dollars in 1979 to 116 billion dollars in 
1980. This has had serious impact on the 
oil importing countries throughout the 
world. Whereas the deficit of the OECD 
Group more than doubled (from $ 3.5 
billion to $ 7.3 billion) the deficit of the 
non-oil developing countries rose from 
$ 37 billion in 1979 to $ 50 billion in 
1 980. This world-wide soaring of deficits 
of the non-OPEC countries has found 
reflection in the dramatic increase in 
the lending operations of IMF. 

(e) The world economy which has been 
in a state of disequilibrium, recession, 
inflation, raw material shortages, ris¬ 
ing unemployment and so forth during 
the seventies, has been due largely to the 
reaction to oil deficits, squeeze on profits 
and the downward trend in exports. And 
today, the fate of the developing world 
is so intimately tied up with what hap¬ 
pens to the developed world, that this 
has obviously been reflected in the overall 
performance of the developing world. 

New Economic Order 

► 

These, therefore, are the circumstances 
which call for a new international eco¬ 
nomic order; the lot of 2,500 million peo¬ 
ple; the need for additional billions of 
developmental dollars over the next five 
years; the need for the OECD and the 
OPEC countries to cooperate with each 
other to help the developing economies; 
the growing imbalance between food 
and population growth; the need to 
arrest the deterioration in the economic 
position of the developing nations (you 
will be shocked to know that five of the 
six South Asian countries viz. Bangla 
Desh, Burma, India, Pakistan and Sri 
Lanka have been for long on the UN 
list of most seriously affected nations); 
and above all the need to cope with the 
realities of the eighties. 

To be concluded 
(This Is the Lala Lajpatraj Memorial Lecture) 
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Economic Analysis 


Genetic Engineering for Agriculture 


Ii is generally recognized now that 
the most important applications of 
recombinant DNA technology will 
come m providing solutions to pro¬ 
blems in food production and energy 
resources. New strains of plants will 
be developed to solve the problem of 
scarcity of inputs in agriculture. 
Photosynthesis will be most likely 
engineered to harvest fuel substances 
from sunlight. The approaches out¬ 
lined below to achieve the above 
objectives may seem to be full of 
difficulties, but surely they will be 
solved slowly as the methodologies 
required for the tasks are already 
developing. 

(1) Conversion of cereah into nitro¬ 
gen fixing plants 

(a) Certain bacteria synthesize an 
en/yme called nitrogenase which con¬ 
verts atmospheric nitrogen to am¬ 
monia. A group of such bacteria 
(Rhizobium sp.) are capable of induc¬ 
ing nodules on the roots of legumi¬ 
nous plunts. The bacteroidcs in the 
nodules fix N» under protection from 
Oi provided by leghemoglobin syn¬ 
thesized by the host plant. The 
specificity of susceptibility to Rhizobia 
in leguminous plants is due to their 
capability to produce lectin proteins 
that direct bacterial invasion of root 
tissues If the leguminous lectin and 
leghemoglobin genes can be moved to 
the cereal plants, the host range of 
Rhizobia could be extended to these 
important food plants. 

(b) A cluster of genes determine 
the synthesis of the enzyme nitro¬ 
genase in bacteria. The ci DNA in 
plants codes for conversion of am¬ 
monia to glutamine and also provides 
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machinery for expression of prokaiyo- 
tic genes. If the m/-gencs can be 
transferred to chloroplasts nitrogen 
fixation will occur in them, provided 
chloroplasts are mutated such that 
O a evolution is eliminated, if the 
n//-engineered and normal chloroplasts 
are made complementary for their 
maintenance, plants could be produc¬ 
ed which will have chloroplasts as well 
as nitroplasts. 

(2) Resistance to viruses and other 
pathogens. 

(a) Phenomenon of negative com¬ 
plementation can be employed to 
control a variety of pathogens 
(viruses). 

(b) A number of weed plants 
synthesize chemicals that render them 
resistant to various kinds of pests. If 
the concerned genes can be trans¬ 
ferred to crop plants, the latter can be 
made inherently pest resistant. 

(3) Improvement of nutritional 
quality of pulse and cereal grains. 

(a) It may be possible to engineer 
seeds that overproduce storage pro¬ 
teins. This kind of technology has 
been perfected in bacteria. 

(b) The quality of storage proteins 
produced in grains can be changed by 
the site-directed mutagenesis techno¬ 
logy such that all the essential nutri¬ 
tional requirements of humans can be 
met by the grain proteins only. 

(c) It should also be possible to 
integrate genes of specific animal 
proteins in place of the storage pro¬ 
tein genes. 

(4) Construction of male sterile lines 
for hybrid Seed production 

Certain plasmid iholecules in mito¬ 


chondria determine cytoplasmic male 
sterility (ems) and susceptibility to 
diseases (Texas maize). Recombinant 
DNA technology is the only means to 
eliminate unwanted genes from such 
mitochondria. This technology could 
also be used to transfer reengineered 
mt-ems genes across the species 
barriers. 

Photosynthesis 

(a) The efficiency of photosynthesis 
itself might be improved if the nuclear 
and or ct genes determining efficiency 
of light absorption, electron transport, 
protein pumping and high energy 
phosphate bond synthesis in the 
chloroplasts are reassembled from the 
best sources. 

(b) Reengineering ofC« plants to 
carry out C. metabolism will be highly 
useful. It may be achieved simply by 
having both kinds of chloroplasts in 
the same cell, after making the two 
kinds of ct DNAs complementary. 

(c) Restructured plastids might be 
produced to synthesize carotenoids, 
isoprenoids or other carbon skeletons. 
The plant cells will contain both 
normal and engineered chloroplasts so 
that photosynthesis can derive the 
other chemical conversions by sustain¬ 
ing plant growth. 

(d) There is also the possibility of 
developing ceil lines that will produce 
food or fuel in bio-reactors. 

Basic research in molecular-genetics 
will lead to a practical outcome per¬ 
haps before the end of this century. 
We should nut lag behind in this field 
of research, if we are not to lose our 
position of leadership in the field of 
plant breeding. 

It takes several years to restructure 
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the plant breeder's assembly line to 
I meet new selection oritcria. As we 
’ approach the 21st century, the nega¬ 
tive impact of acute demographic 
pressures on land and water will grow. 
Farms will get smaller and farm land 
will be needed for several other pur¬ 
poses. The ecological infrastructure 
essential for sustained agricultural 
advance will continue to suffer damage. 
Famines of work will assume even 
greater importance than famines of 
food, since apart from absolute num¬ 
ber, the structure of the population 
will change leading lo a fall in de¬ 
pendency ratio. Energy will become 
.a critical limiting factor. Because of 
fthe high risks involved in farming, 
there will be shyness in reinvestment 
of profits in expanding the productive 
base of agriculture. The cost, return 
and risk structure of farming systems 
will influence the decisions of farmers 
on the choice of crops and input levels. 

Obviously, plant breeders cannot 
find solutions to problems arising 
from socio-economic and socio-politi¬ 
cal factors. Nor can they find 
solutions to all the handicaps arising 
from man-induced destruction of the 


environment, although they can breed 
varieties which can survive and give 
some yield under hostile soil environ¬ 
ments and growing conditions. It is 
however within their capability to 
find methods by which productivity 
and stability of yield of crops can be 
enhanced. It is also possible to deve¬ 
lop through plant breeding approaches 
diversified opportunities for gainful em¬ 
ployment in rural areas. The need for 
non-renewable forms of energy can be 
greatly minimised. Our large irrigated 
area, abundant sunlight and rich human 
resource can be brought into produc¬ 
tive and purposeful interaction through 
the volution of new genotypes. 

While the problems to be solved are 
difficult and challenging, fortunately 
powerful scientific tools are also 
becoming available. The late Dr T.S. 
Vcnkataraman, who helped to change 
the sugarcane scene in our country, 
said when chemical tools for inducing 
mutations became available, “Man 
has become Brahma (Lord of Crea¬ 
tion)”. Since then, biochemistry and 
molecular biology have taken further 
rapid strides. 

Gene implantations and recombi¬ 


nations can help to find solutions to J 
some of the problems I have dealt with 
in this lecture. Globally, progress is 
in sight in the development of vaccines 
for foot and mouth disease in cattle, 
breeding of new varieties of non¬ 
legume crops that would fix nitrogen, 
and development of crops that can 
manufacture their own bio-degradable 
pesticides or synthesize enzymes to 
break down fungal toxins. Techni¬ 
ques of protoplast fusion and organelle 
transfer, DNA and phage induced 
transformation and recombinant DNA 
cloning are all opening up new op¬ 
portunities. The recommendation of 
the Science Advisory Committee to 
Cabinet for the immediate strengthen¬ 
ing of biotechnology and genetic 
engineering research in the country 
hence needs to be implemented with 
speed and dedication. This will be 
the best tribute we can pay to 
Meghnad Saha, whose vision of an 
India made great and happy through 
the application of science to human 
welfare and happiness illumines the 
path we should follow. 

~ (This is an edited part of the Meghnad 
Saha lecture). 
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In the Nation 


Union Budget: Reaction in W. Bengal 


TfoH Q.n i kal budget came in for severe 
criticism both from the Government of 
West Bengal and business organisations. 
The Chief Minister, Mr Jyoti Basu, said 
that the budget “would ruin the eco¬ 
nomy” and that inflation would be 
further intensified. The State Finance 
Minister, Dr Ashok Mitra, however was 
more specific in his comments. He said 
that the fivc-pcr cent increase in the 
auxiliary customs duties would raise the 
general price level and that coal and 
electricity in particular would become 
much costlier in the near future. He 
attacked the decision to grant exemption 
from wealth tax to tea, coffee, and 
rubber on the ground that it would only 
benefit the large plantation owners. Dr 
Mitra wa^ also critical of the incentives 
given to promote exports and encourage 
eneigy saving. He expicssed the fear 
that the social security certificate scheme 
would affect the State’s collection of 
small savings. 

Unfavourable Reaction 

The Indian Chamber of Commerce, the 
Bengal Chamber and the other industrial 
and trade associations also described the 
budget as generally disappointing though 
they welcomed some of its proposals 
which arc meant to promote savings and 
exports. The Indian Chamber said that 
the Finance Minister should have pre¬ 
sented a more production-oriented 
budget while the Bengal Chamber fell 
that the concessions in excise duty 
should not have been confined to 38 
items. According to the tea industry, 
the exemption from the wealth tax 
would be of little significance to improve 
its financial condition. The Chairman 
of the Engineering Export Promotion 
Council, Mr G D. Shah, appreciated 
some featutes of the budget such as 
those relating to the exemption of 25 
per cent profit on the earnings from 
construction projects abroad, the relief 
in income tax for the increase in export 


by more than 10 per cent over the level 
of the preceding year, and the incentives 
for higher production. He regretted 
however that no major support had been 
offered for export promotion such as 
rein trod uction of the facilities under 
section 358 of the Income Tax Act which 
had been withdrawn, as well as the tax 
credit certificate scheme which was in 
force till 1965. Mr Shah felt that in 
view of the lucrative domestic market, 
the budget should hav6 offered effective 


R. J. VenkatMwaran writes 
from Calcutta 


incentives to manufacturers to sell their 
products in foreign markets. 

It is, of cource, true that the budget 
has fallen far short of the expectations 
of industry. Nevertheless, the economy 
of West Bengal can derive much benefit 
from some of its proposals if the State 
Government gave up its policy of con¬ 
frontation. For example, the outlay on 
coal during 1982-83 is going to be raised 
to Rs 877 crores from Rs 578 crores in 
the previous year and on power to 
Rs 929 crores from Rs 721 crores. The 
outlay on petroleum, including petro¬ 
chemicals, has been fixed at Rs 2045 
crores for 1982-83, an increase of 90 per 
cent over the current year. Substantial 
increases have also been made in the 
allocations for agriculture, irrigation, 
rural development and family planning. 
It is for the Government of West Bengal 
to find out in what manner it can derive 
the maximum benefit from these larger 
outlays. Mr Pranab Mukherjec disclosed 
that “an intensive modernisation pro¬ 
gramme” was going to be implemented 
to reduce the congestion in the ports. 
This should help the Calcutta port to 
improve its efficiency and attract more 
traffic. Mr Mukherjee expressed concern 
at the acute housing shortage and stress¬ 


ed the need to encourage building acti¬ 
vity for which some incentives have been 
provided. It is for the West Bengal 
Government to create such conditions as 
will enable tax payers to avail themselves 
of these facilities to build their own 
houses. Similarly, the allocation of 
Rs 5100 crores for defence during 1982-83 
compared to Rs 4600 crores in the 
current year should be of some help to 
engineering and other industries which ) 
produce various kinds E°f good and 
services required by the armed forces. 

It aeems doubtful however if the Left 
Front at present would adopt a coopera¬ 
tive approach in its relations with New 
Delhi, The Central Committee of the 
Communist Party of India (M), at its 
meeting held in Calcutta on the eve of 
the Union budget, appealed to the 
people and to all the opposition parties 
to resist the levy of new taxes and force 
the Government to withdraw them. 

CPM Attitude 

MrE.M.S. Namboodiripad told a press 
conference in Calcutta on February 28 . 
that there was no prospect of his party 
having any kind of cooperation with 
the Congress(I) because of the latter’s 
“anti-people and anti-democratic policies 
and programmes”. He felt that the 
Congress(I) could not strengthen the 
country's defence with its present poli¬ 
cies. According to him, the best defence 
for any country is to build a rapport 
with the people. He observed, “War is 
nothing but a continuation of politics. 
Defence does not depend on military 
preparedness alone. You can militarise, 
raise the defence expenditure four times, 
and yet you cannot defend”. 

Mr Namboodiripad is, of course, right 
in emphasising the vital role of the 
people in the defence of the nation. But 
the people have also a moral duty to 
support the Government whole-heartedly, 
irrespective of political affiliations, when 
national security is threatened Political 
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parties, wftethe* in office or in the opjk>- 
sition, should be prepared to sink their 
differences to defend the country’s inte¬ 
grity and independence. Without such 
close cooperation, the army, the navy, 
and the air force cannot, even by 
their best efforts, effectively defend our 
hearths and homes from external 
aggression. 


Ashak Mitra & 
lldyog Mitra 


% report in the Economic Times of 
February 26 revealed that the Govern¬ 
ment of West Bengal had rejected the 
proposal made by the Industrial Deve¬ 
lopment Bank of India for conducting a 
comparative study on the incentives offer¬ 
ed by the various State Governments 
for attracting entrepreneurs, The pro¬ 
posal was made at a recent meeting of 
the inter-institutional group, consisting 
of the representatives of the IDBI, IRCI, 
the ICICI, commercial banks and the 
State Government. The IDBI had 
agreed to bear half the cost of under¬ 
taking this study. 

The report in the Economic Times said 
^that, according to financial circles, such 
a study could have proved useful to West 
Bengal in amending its incentive scheme 
So as to make it more effective. “By all 
reckoning”, the report added, “other 
States have attracted considerable amount 
of fresh investment while West Bengal 
has lagged behind in this respect. They 
feel that when the IDBI was willing to 
offer half the cost, the study should 
have been undertaken”. 

One wonders why it is necessary to 
conduct a costly study to compare the 
incentive schemes of the different States 
and of West Bengal and ascertain their 
impact. The IDBI surely should have 
on its files all the details of such schemes. 
These have been in force for the last 
^ several years and many State Govern¬ 
ments have been giving wide publicity to 
them through newspapers and in other 
ways. A mere glance at these schemes 
will indicate in what respects West 



Bengal’s incentives are test attractive as 
compared to those of other States. Even 
without incurring any expenditure, the 
IDBI should be able to tell the West 
Bengal Government about the short¬ 
comings in its incentive scheme. 

What is however more surprising is 
that the West Bengal Government has 
not bothered to collect all the relevant 
data in this respect through its Depart¬ 
ment of Industry. In fact, as soon as 
the Left front came into power about 
five years ago, it should have started 
gathering such details and made them 
up-to-date. This should have been an 
easy task if only this Department had 
shown greater initiative. In the last few 
months, representatives of several State 
Governments, such as Maharashtra, 
Uttar Pradesh, Orissa, Bihar, Rajasthan 
and Madhya Pradesh visited Calcutta 
and told the local industrialists about 
the facilities and incentives offered by 
them for starting new industries. The 
West Bengal Government therefore should 
have had no difficulty at all in making 
a comparative analysis of the concessions 
offered by various State Governments. 

Maharashtra Experience 

Consider, for example, the dynamic 
role played by Udyog Mitra, the organi¬ 
sation set up by the Government of 
Maharashtra, to achieve effective coordi¬ 
nation and Issue of sanctions and clear¬ 
ances speedily for the new industries. 
Udyog Mitra was set up in December 
1979 and in the next 22 months it claims 
to have resolved 170 project hurdles re¬ 
lating to land, water, effluent, power, 
building material, raw material, registra¬ 
tion and finance. Udyog Mitra has been 
described as “your friend in Maharashtra 
from ideas to implementation”. West 
Bengal too should have a similar organi¬ 
sation which would help to create greater 
enthusiasm among entrepreneurs to in¬ 
vest in this State. The Finance Minister, 
Dr Ashok Mitra, should consider this 
suggestion and modify the incentive 
scheme suitably so that, once again. West 
Bengal will be able to attract investors 
from other parts of the country. The 
opportunities for starting new industries 
with growth prospects in West Bengal 
are no less vast as compared to other 
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States. All that is necessary is to create 
a more congenial climate which is 
mainly the task of the State Govern¬ 
ment. 

The latest official statistics reveal that 
Maharashtra continues to be at the top 
among all the States in respect of letters 
of intent and industrial licences. In 1981 
the Government of India issued a total 
of 916 letters of intent and 476 industrial 
licences, of which the share of Maha¬ 
rashtra was 145 and 114, respectively. 
In 1980 out of 946 letters of intent and 
475 industrial licences which were issued* 
Maharashtra received 175 and 107, res* 
pectively. These figures clearly bring out 
the superiority of Maharashtra’s incen¬ 
tives as well as the efficiency of its orga¬ 
nisational set-up. 


Railway Concessions 


The indebtedness of railways to the 
general revenues may go down by the end 
of 1982-83 by only Rs 60.76 crores 
from the estimated level of Rs 597.75 
crores at the end of this month. It was 
proposed to be brought down by Rs 64.76 
crores as a sequel to the utilisation of the ‘ 
anticipated surplus on next year’s opera* 
tions for partially liquidating the deferred 
dividend liability. This surplus has been 
reduced by Rs 4 crores by the conces- ' 
sions granted in his tariff revision pro* 
posals by the Railway Minister, Mr P.C. 
Sethi. Railways, thus, will be owing to 
the general exchequer on March 31, 1983, , 
Rs 536.99 crores. The indebtedness under ; j 
the Development Fund will remain at : 
Rs 224.17 crores, but that on account of ’ 
deferred dividend liability will get redue- ; 
ed to only Rs 312.82 crores instead of } 
Rs 308.82 crores. 

The concessions announced by Mr 
Sethi are i 

(i) The free travel facility for children, 

which was proposed to be reduced to 
three years, has been restored to five*- 
years. 5 

(ii) The sleeper charge for the second 
class travel, which was envisaged to be 
increased to Rs 8 per night for the first ; 
two nights from Rs 5 per night as at 
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Kent, is to be raised to Rs 8 only for 
first night. It will continue to be 
jlevicd at the rate of Rs 5 for the second 
(night. The subsequent nights spent in 
travel are free from this charge. 

y (iii) The recognised organisations of 
lists and sportsmen are to be allowed 
per cent concession in passenger fares, 
against 25 per cent at present. This 
([concession is also to be extended to 
rkisans attending conventions organised 
*by recognised associations like the Bharat 
[Krishak Samaj. 

( (iy) A 10 per cent reduction is to be 
fallowed in the revised freight rates for 
; certain consumer goods such as medi¬ 
cines, safety matches, milk powder, tea, 
coffee, bidis, cigarettes, soaps, candles, 
tooth pastes, shaving cream, blades, 
exercise books, erasers, ballpoint pens 
and refills and spectacle frames. A new 
tariff scale with 10 per cent reduction in 
freight rates would also be available for 
handloom products, bread and milk. 


Mr Sethi has further announced that 
he will be impressing upon the Planning 
'Commission to make available some 
additional resources for the development 
i tat programmes of railways. He has 
t ruled out external borrowings for this 
purpose. 


Indo-Malaysia 

Collaboration 


Jm INDO-Malaysia economic coopera¬ 
tion, which has been assiduously built 
op over the past decade, should receive 
farther impetus following the last week's 
visit to New Delhi of the Malaysian 
Minister for Primary Industries, Datuk 
Iteul l*eong Khcc Seong. Not only 
did he discus with the Union 
Minister for Commerce, Mr Shivraj V. 
Patti, the possibilities of exploring new 
areas for the two countries setting up 
joint ventures in Malaysia but also show¬ 
ed keen interest in diversifying and en¬ 
larging imports from India with a view 
to correcting at least to some extent the 
serious imbalance in the two-way 
trade. 


India has already assisted in setting 
up a large number of joint ventures in 
Malaysia. Tweatynine such ventures are 
in production at present. Eight others are 
under different stages of implementation. 
The Indo-Malaysia trade has grown during 
the past decade from around Rs 15.58 
crores to Rs 259.98 crores. India's exports 
to Malaysia had growo from Rs 11.73 
crores in 1971-72 to Rs 52.62 crores in 
1979-80. Malaysian exports to India went 
up during this period from Rs 3.85 
crores to as much as Rs 207.36 crores. 

Malaysia imports from India currently 
animal feed, chemicals and allied pro¬ 
ducts, fruits and vegetables, leather and 
leather products, paper and paper board, 
textiles, non-ferrous metals, iron and 
steel, various engineering products (in¬ 
cluding machinery and transport equip¬ 
ment) and spices. It exports to India 
tin, palm oil, natural rubber and chemi¬ 
cals and allied products. The serious 
imbalance in the two-way trade has de¬ 
veloped because of large quantities of 
palm oil being imported by India from 
Malaysia. These imports went up to 
Rs 205.83 crores in 1979-80. They were 
around Rs 173.51 crores in 1980-81. 
Malaysia has evinced interest in importing 
substantial quantities of iron ore from 
India to feed its sponge iron plants like¬ 


ly to be oommtofoited (forint 11 the' qwt 
two years. It is also interested in pur¬ 
chasing rice from India. 

Mr Leong indicated that his country 
would try to identify some other items— 
raw materials and manufactured pro¬ 
ducts—for importing from India. India 
on its part offered to supply in increasing 
quantities various engineering products 
which include power generators, voltage 
transformers, turbines, boilers, other 
electrical equipments including ancil- 
laries, railway tracking, signalling and 
electrification equipment, machine tools 
and rice mill machinery. 

The Malaysia Minister further pointed 
out that Indian construction companies 
could tender for part of the ambitious 
project of north-south highway which is 
being constructed in his country. He 
held out the promise that Malaysian 
palm oil exports would be made fully 
competitive. 

The two sides reviewed the cooperation 
in the international field, particularly in 
regard to the global agreements on rub¬ 
ber, tin, cocoa and paper, so that mea¬ 
sures could be devised to ensure better 
unit-value for the exports of the deve¬ 
loping countries. 
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Window on tite World 


A Farm Export Offensive 


Sudhlr Son 


New York 


Under the Reagan administration the 
agricultural policy of the United States 
has taken a blatantly aggressive turn. 
A ruthless offensive for pushing farm 
exports has been shaping up, which has 
most ominous implications, especially 
for Third World agriculture. 

Over a year ago, on December 23, 1980, 
John R. Block, an Illinois farmer who 
[was chosen by President-elect Ronald 
Reagan to be his Secretary of Agricul¬ 
ture, held a press conference in Washing¬ 
ton in which he gave a foretaste of the 
policy he was going to follow, apparen¬ 
tly with full blessings of the new 
President. “Food is now the greatest 
diplomatic weapon we have for keeping 
peace in the world”, he declared, and 
then added quite undiplomatically: “It 
will continue to be for the next 20 years, 
as other countries become more depen¬ 
dent on American farm exports and 
become reluctant to upset us”. 

This signalled a sharp difference with 
President Carter who had vowed never 
to use food as a lever in foreign policy 
and therefore never to cut off food to 
gain a diplomatic advantage. Even when 
he set limits to grain shipments to Soviet 
Russia after its invasion of Afghanistan 
he contended that this would hinder the 
Soviet efforts to increase meat produc¬ 
tion, but would not lead to hunger. 

Unblocking Shipments 

Here, again, Mr Block, iu a sharp 
change of course, decided to unblock 
grain shipments to the Soviet Union. 
Action to that effect was taken by Presi¬ 
dent Reagan within the first few months 
of his inauguration. Interestingly enough, 
he felt no inhibition in doing so even at 
a time when he was engaged in denounc¬ 
ing Soviet ideology and actions in some 
of the hardest terms ever used by an 
American President. 

More recently, when Mr Reagan 



decided to punish the Soviet Union for 
the martial law imposed in Poland to 
suppress the Solidarity movement, he 
excluded from the sanction grain ship¬ 
ments though they account for two- 
thirds of the US exports to the Soviets. 
His plea was two-fold: A grain embargo 
would be ineffective since other countries 
(Canada, Argentina, for example) could 
step up their supplies to nullify its 
effects. And all it could do was to hurt 
the American farmers who would be 
discriminated against for no fault of 
theirs. The decision, whatever may be 
its pros and cons, highlights the single- 
mindedness with which the Reagan 
administration is promoting farm exports. 

Export Promotion 

In a statement made before the. Senate 
Subcommittee on International Trade 
last year (on July 9, 1981), Mr Block 
underscored the importance of export 
promotion and of the role US agricul¬ 
ture must play in this context. The 
facts he cited are well worth repeating: 

• Over one million Americans are 
employed in raising* processing, shipping 
and financing farm exports. 

• America’s farmers are more 
dependent on the export market today 
than ever before. One-third of the US 
corn crop and over half of its wheat and 
soybean crops are sold to foreign 
buyers. Farmers now use one out of 
every three acres of cropland to produce 
food for export. And they rely on 
foreign sales for one-fourth of their 
marketing income. 

• America’s agriculture] has taken 
the lead in world markets. Since the 
early 1970s its agricultural trade surplus 
has soared. This surplus has played a 
significant role in improving the trade 
balance and strengthening the dollar. 
Even more growth is expected in agri¬ 
cultural trade. The earnings from farm 


exports during the fiscal year 19{Mf 
actually amounted to $46 billion—a 14 
per cent increase over the previous year. 
Imports, on the other hand, were tif 
billion in fiscal 1981. This gave 
USA an unprecedented agricultural 
surplus of $28 billion in a single ye4l§ 
and it went a long way in offsetting (bd 
nation’s chronic trade deficits in otkjdfc 
areas. “Those who say wc are buyiftj| 
oil with wheat are not far from the truth* 1 *! 

• The supply and demand situation^ 

was such that purchases of food, ffatyf! 
and fibre by other countries wou&f 
continue to increase. The demand f# 
these products in the Eighties would ^ 
25 to 50 per cent greater than in thjjjr 
Seventies. The USSR and the dlevoj^ 
loping countries seemed most likely ^ 
have larger food deficits. $; 

• There are “problems down $$ 
road” clouding the prospects for agti4] 
cultural exports: a strengthening of dotiap 
that makes the exports more expensive^ 
increased protcctionalism, especially 
from the European Community wh<^^ 
“export subsidies” interfere with tb#| 
“free flow of trade”; more intens#| 
competition from Argentina, Braail*| 
Europe and other places; and high co$$ 
of credit for American producers. ^ 


First Priority 

However, the Reagan administration 
has made the expansion of cxpoits th$ 
number one priority for VS agriculture ft] 
and will therefore take action to meet 
these challenges. Accordingly, its effort* 
arc directed to achieve three specific 
goals—to ensure that American pro¬ 
ducers have access to foreign markets; 
to give exporters all the information 
they need, including the services of ao/J 
“early warning system”; >wl and “to cp« 
operate” with the private?"Rector in ! 

port piomotion. 

What about the ] which 
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^ established the so-called '‘Food for 
’ Peace*’ programme? The administration 
' decided to seek a four-year extension of 
the law. The PL 480 programmes* 
though viewed as “strictly food aid"* 
/have in fact played “a very important 
role in building new markets for 
American exports”. The number of 
nations “graduating” from PL 480 
assistance to “buying US exports com¬ 
mercially" continues to grow. 

The candour is refreshing. The Food - 
for-Peace programme sold to the world as 
a humanitarian move served for years as 
the vehicle for dumping America's farm 
surplus abroad. It was a mix of, say, 
one part idealism and four parts com¬ 
mercialism. This, more than anything 
else, held back the normal growth of 
food production in the developing coun¬ 
tries, even at a time of fast-advancing 
population. It would, however, be 
wrong to put all the blame on PL 480 
since this could not happen without the 
ready, even eager, cooperation of the 
Governments of the poor nations. 

* What Mr Block has done is to strip 
the last vestige of idealism from the 
programme. This brought a chorus of 
protest from liberal-minded Americans, 
and more particularly from Church 
leaders who were actively engaged in 
alleviating the hunger problem. But the 
protests were of little avail. Secretary 
Block is forging full-steam ahead with 
his farm export offensive. 

Big Business Support 

The strength of his drive is derived 
from big business which enjoys a hand- 
in-glove relationship with the Reagan 
administration. Together, they have 
launched a nationwide campaign to con¬ 
vince the American people and the 
Congress that “maximum expansion" of 
farm exports is in the best interest of the 
nation. In an article captioned “Farm¬ 
land: Force-feeding the World" publish¬ 
ed in The Progressive, March 1982, Jack 
Doyle has marshalled facts that are as 
revealing as they are dismaying. The 
“farm exporters" campaign is spear¬ 
headed by a powerful public relations 
enterprise, called Agriculture Council of 
America (ACA). Based in Washington, 
it operates with a war chest of 8500,000 
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and a war cry: American Agriculture: 
We Can Turn the Tide", Not long ago 
it used to be said, “What is good for 
GM is good for America". To all intents 
and purposes, this slogan has been turned 
around today to read,. “What is good for 
farm exports is good for America". 

Farm exporters have set their sights 
high. Since 1970, the volume of farm 
products shipped abroad has increased 
by 150 per cent, and their dollar value 
has soared by more than 500 per cent. 
More than 100 million acres of US 
farmland are now planted solely for 
exports. The USA has captured 60 per 
cent of the world grain trade. But this 
is not considered enough. The parties 
involved in the farm export drive—rail¬ 
road, bankers, feed manufacturers, flour 
millers, farmer cooperatives, maritime 
interests, chemical companies, and land 
grant universities- all see ever-widening 
opportunities as they look to the future. 
They count on a doubling or tripling of 
American farm exports by the year 
2000 . 

Population Growth 

While others are alarmed by the pros¬ 
pects of population growth, farm ex¬ 
porters are excited by it. Expanding 
population and rising per capita income 
arc for them bullish factors. A twojper 
cent growth of population in a popu¬ 
lous country like India would add 70 
million people in five years, which would 
be equivalent to one Mexico. Demand 
for wheat and rice in the developing 
countries and China will be increasing. 
By 1985, some developing countries will 
have grain deficits double of what they 
had ten years ago. Soviet bloc coun¬ 
tries will try to raise their meat consump¬ 
tion, which, again, should boost grain 
demand. US traders and the Govern¬ 
ment are prepared to go into “virtually 
any country" to expand American agri¬ 
cultural exports, says Mr Doyle. And 
there is “breathless anticipation as 
American business watches world de¬ 
mand for food and fibre go off the 
charts". 

Farm exporters are anxious to remove 
all uncertainties as tjiey thrust forward to 
capitalise on these opportunities. So 
they are lobbying hard for whatever they 


believe" is neb^seary to prombid their 
cause, such as expanded port facilities in , 
the USA, removal of bottlenecks in its 
transportation system, more US credit j 
for their foreign customers, worldwide ! 
monetary stability, removal of “regu¬ 
latory impediments" of all kinds, hard- 
nosed negotiations with the Japanese 
and Europeans, even elevated status for 
American agricultural attaches. 

Planted Advocates 

The Reagan administration has planted 
advocates of expanded agricultural trade 
in key places—in the Departments of 
State, Commerce, and Agriculture, in 
most US embassies abroad, and they are 
included in public and private teams f 
that travel regularly overseas to promote 
farm exports. In the vanguard of this 
ongoing campaign stands Agriculture 
Secretary Block as its most articulate 
spokesman, lie calls himself ail “evange¬ 
list" on behalf of the farm export cam¬ 
paign. It is significant that, even at a 
time of ruthless budget-slashing, he 
managed to extract from the Budget 
Director David Stockman an additional 
8300 million for 1981 and 8500 million 
for 1982 to expand the activities of the 
Commodity Corporation’s Export Credit 
Guarantee Programme. 

In all this Mr Block is aided by the 
support of powerful, spontaneous allies— J 
both Democrats and Republicans—in the ' 
Congress. Traditionally, farmers have 
enjoyed a large measure of bipartisan 
support, thanks to a strong farm lobby 
and the critical farm votes which can 
swing a large number of States oneway 
or the other at election time. This is 
even more pronounced today than ever 
before, partly because of stronger lobbies 
and public relations campaign organised 
by agri-business, and partly also because 
the very idea of farm exports has at least 
a superficial appeal to a broad spectrum 
of interests. As Mr Doyle pointedly 
asks, “What other issue can simultane¬ 
ously touch on the needs of farmers and 
the makers of foreign policy, on econo¬ 
mic recovery and humanitarian aid", 
and at the same time hit back at OPEC 
while satisfying large agri-business cor¬ 
porations? It is significant that the 
so-called “Congressional Farm Export 
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of ACA is backed by a biparti- pay for oil import*, the celebrated Crude- 


san list of thirty Senators and seventy- 
one Representatives. 

The farm-export offensive launched by 
the USA bespeaks amazing shortsighted¬ 
ness—and callousness. It bristles with 
contradictions and is fraught with grave 
dangers, both for itself and for the 
world. It is doomed to fail, and to 
backfire, but before doing so it threatens 
to create havoc on a staggering scale. 
Briefly, here are the reasons: 

Family farms , which was once the pride 
of America and a pillar of its prosperity, 
and assured an abundant supply of varied 
and low-cost food, are now an endanger¬ 
ed species . They are now being increas¬ 
ingly squeezed out by mammoth agri¬ 
businesses which, in essence, are a kind 
of plantation industry with vertical 
integration and dedicated to profit 
maximisation by whatever means is feasi¬ 
ble. 

Inordinately Expensive 

America’s agriculture is no doubt 
highly productive, but today it is also 
inordinately expensive - in terms of both 
dollar-cost and rcsource-cost. It is over 
mechanised, over-chemical ised, and 
capitalised. It is also over-subsidised 
and is becoming increasingly dependent 
on the Federal Government for financial 
support. According to some estimates, 
in the last four years Washington has 
pumped, in one form or another, #40 
billion into farm business, more than in 
all its previous history. 

From the angle of output-input rotio, 
American agriculture has long passed 
the point of optimum return and is 
approaching, if it has not already entered, 
ths area of negative return on invest¬ 
ments. This presumption is reinforced 
when one takes into account the social 
costs, especially the damage done to the 
productive assets and the environment. 
Only a few decades ago, America was 
the pace-setter in soil conservation work 
which became an object lesson to other 
nations. Today, it is receiving less and 
less attention while erosion is increasing 
alarmingly. Fertilizers and pesticides, 
drained from farmlands, are massively 
polluting lakes and rivers. 

The argument that farm exports largely 


for-Food thesis—sounds attractive, but 
does not bear scrutiny. Studies have 
shown that “the hidden energy costs” 
associated with farm exports add up to 
25 per cent of theirmarket value. 

There are yet other negatives from the 
US angle which must not be over-look¬ 
ed. The “export farms” are more and 
more becoming one-commodity farms . 
This makes them more vulnerable to 
pests and pathogens since they are de¬ 
prived of the protection inherent in crop 
rotation; also to adverse world market 
forces. There is also a significant loss 
for American consumers. The increas- 
of agricultural prices had long been a 
major factor in maintaining general 
ingly export-oriented agriculture inevit¬ 
ably lead to great ct price volatility which 
tends to feed the forces of inflation. 

If this is the situation today, what will 
happen to America’s farming and its 
economy if the farm exports are doubled 
or trebled in the next two decades? The 
mind boggles at the very thought. 

And it also boggles to think of the 
inpact the drive for “force-feeding” the 
world will have on the developing coun¬ 
tries. The humanitarian dumping of 
surplus food in the Fifties and Sixties 
crippled their infant agricultural industry 
and damaged the prospects of rebuilding 
it on a modern scientific basis. Now 


Can West European countries shake 
themselves off from the painful impact of 
Reaganomics on their economies which 
have been unable to resist the repercus¬ 
sions of the high American interest rates 
on their currencies, their inflation rates; 
productive investment and unemploy¬ 
ment ? For many months since President 
Reagan launched his monetarist poli¬ 
cies, West European leaders, in par¬ 
ticular the American allies, West 
Germany, France, Italy, the Benelux and 
even Mr Reagan’s most loyal admirer, 
Mrs Thatcher of Britain, have been 
pleading with the President to consider 
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comes another gigantic effort, this time 
without any humanitarian alibi, to 
“hook” them up on US agricultural 
products—by hook or crook. If allow¬ 
ed to go unchecked, it will deal a de¬ 
vastating blow not only to their agricut* 
ture, but to their entire economic future. 

It is high time for them to get 
organised, to set their own houses in 
order, and to launch a counter-offensive », 
After all, the comparative advantages 
in food and fibre production lie over* 
whelmingly in their favour, though most 
of them are at best only dimly aware of 
this fact. Their unused and underused land 
and water resources, their vast low-wage 
manpower, their benign climate with 
profuse sunshine, the vast potential that 
lie burned in their soils waiting for th$ 
magic touch of modern science—aft 
these have preordained them to serve as 
the bread-basket of the world, especially: 
in this age of explosive population, 
growth. There is no reason, none what*, 
ever, why they should allow themselves 
to become international basket cases* 
just because greed-propelled agri~busine$$ 
of America wishes it that way. By 
blunting the dangerous farm export 
offensive they can not only protect thepi* 
selves, but also render an invaluable 
service to the United States which, bti&fc: 
ed by unbridled profit motive, is badly 
hurting its own long-range interests, 


the damage that his economic policies 
inflicting on their countries. They have*; 
explained, and their deepening recession! 
has confirmed, that the high America^! 
interest rates are creating two , gravel 
problems for them. First, they preveutg 
their interest rates being reduced to^ 
far below the American rates beca 
this will lead to monies flooding out 
the USA increasing further thevatlie g^l 
the dollar vis-a-vis their currencies. T 
result has been to raise import price*! 
particularly of oil which boosts inflation. 
But to keep interest rates low would§ 
mean discouraging investment and re* - 
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dticing consumer demand, industrial 
Output, housebuilding and other indus¬ 
tries all of which go to swell unemploy¬ 
ment which in the European Economic 
Community has risen above ten million, 
rite fastest rate of growth being in the 
far soundest economy of West 
Germany. 

The latest and the strongest warning 
[of the disastrous implications for 
jfWesteru unity from Reaganomics came 
'from the Belgian Prime Minister, 
i;Mr Martens, who is the current President 
jot the EEC. At a recent meeting with 
:;Mr Reagan he told him of the concern 
/in Europe that the projected 91.6 billion 
; dollar American budget deficit for 1983 
would drive interest rates in USA and 
;Western Europe higher and damage 
^prospects of economic recovery and 
^relief from high levels on unemployment, 
{lie also warned that the American 
^pressure on the EEC countries for 
^sanctions against the Soviet Union over 
^Poland, particularly for the cancellation 
f of West European credits and supply of 
; .equipment for the pipeline being cons- 
tructed from Siberia to supply Soviet 
{'natural gas to West Europe would 
|:4iienate public opinion and trigger 
i further anti-Americanism. President 
oj&eagan’s plans to deploy Cruise missiles 
zapd the neutron bomb in Europe and 
fihe resumption of the production of 
r,chemical warfare weapons have already 
[led to nationwide protests all over 
Europe. 


Grave Warning 

Others have warned of the danger of 
the growth of protectionism and social 
instability in Europe if their economies 
[ continue to be battered by Reaganomics. 

’ If Could lead to economic and political 
dlapsc, a tilt towards extremism all of 
ilfhfch would have serious repercussions 
the USA itself. 

So far the Reagan Administration’s 
. response to European picas has been 
negative. The 1982 Economic Report 
of the President offers them only the 
same nostrums as the President laid 
before the North-South Cancun Summit. 
It asks them to adopt the monetarist 
doctrine that has been adopted for the 
USA. This wouj^ not be in the Presi- 
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dent’s view a rebuff, fits consistency 
in bis doctrinaire belief in the efficacy 
of supply side economics has stood 
unshaken in all his dealings. His eagerly 
awaited [American Caribbean Plan which 
had been billed as a far-reaching rescue 
mission for a region considered vital for 
the security of the USA itself reiterates 
the same nostrum. It provides $996 
million for 19 countries of which $340 
million is for El Salvador to carry 
on its repression and mass killings of 
peasants. For the others their small 
grants are topped up with requests to 
encourage private enterprise and to 
depend on market forces. 

Having given up any hope of early 
American action to reduce interest rates, 
the EEC and other West Europeans are 
now seeking ways to reduce their 
vulnerability to American economic 
policies. A recent meeting of Western 
central bankers in Basle, Switzerland 
urged the American Federal Reserve 
representative to ease its monetary policy 
and reduce interest rates to take the 
pressure off the West European Govern¬ 
ments and the American response again 
was negative. 


Ortoli Plan 

A number of plans to overcome the 
adverse effects of the American policies 
are now under consideration. The most 
important is the one formulated by Mr 
Francis Xavier-Ortoli, the EEC Com¬ 
missioner for Economic Policy. It is 
for EEC members to take concerted 
action through the European Monetary 
System (EMS) which was set up three 
years ago to link members’ currencies 
within fixed exchange limits. It created 
a nominal EEC coin called the European 
Currency Unit (ECU). Although Britain 
and Greece are outside the EMS, it has 
worked in cushioning the impact of the 
ups and downs of members’ currencies. 
What Mr Xavier-Ortoli proposes is the 
internationalisation of the ECU. He 
advocates the establishment*of a “parity 
area” within which the ECU would be 
allowed to fluctuate against the dollar 
and other outside currencies. This would 
mean making the ECU legal currency 
in all EEC countries. The British Govern* 
ment though still reluctant to enter the 


ing of the EMS and a wider use df the 
ECU. 


But doubts remain particularly in West 
Germany of the risks inherent in Ortoli 
Plan. Would it lead, it has been asked, 
eventually to collective devaluation against 
the dollar which would aggravate the 
inflationary situation? Intervention by 
West European Central banks in buying 
and selling currencies to influence their 
price would not succeed without the 
help of the American Federal Reserve 
Board which has so fa/ refused to inter¬ 
vene. But many Europeans hope that 
when Washington comes round to re¬ 
cognise how its allies in Europe are 
being weakened by its economic policies, 
it may relent. 


Pressure on Thatcher 

In Britain the big four national banks 
encouraged by the Bank of England 
last week made further cut of half per 
cent in the minimum lending rate bringing 
it down to 13} per cent (against the 
American 17 per cent). Pressure is being 
exerted by the private sector [on Mrs 
Thatcher to moderate the mechanism of 
interest rates to keep down inflation and 
the growth of the money supply. 

There are also certain hopeful deve¬ 
lopments in the USA. The American 
Congress from the statements of both 
Republican and Democratic members, 
seems to be preparing to compel the 
President to reduce the budget deficit 
by withholding income tax cuts and 
pruning the defence expenditure. If it 
succeeds, American interest rates could 
come down which will help industry and 
business in the USA and in Western 
Europe. 

Another favourable factor is the conti¬ 
nuing slump in oil as a result of reduced 
demand round the world. Prices have 
been falling and are below the OPEC 
minimum. Saudi Arabia has declined 
to cut its production to the levels 
requested by the OPEC hawks. In fact 
the OPEC borrowings from the West 
has increased. As the falling oil prices 
neutralise^ to some extent the firmness 
of the dollar against West European 
currencies the Europeans have better 
chances of resisting the impact of 
Reaganomics. 
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Potni of View 

Preference Shares Versus 

m. d. Mukhi Secured Debentures 


To pay ton por cent interest, a company has to earn 10 per cent 
gross profit, to pay 10 per cent dividend it has to earn 23 per cent 
gross profit Except for the fact that this payment is called dividend, 
the obligation to pay the minimum dividend partakes of all the 
characteristics of interest on debentures and, thus, the author avers, 
there is no reason why it should not be treated in the same way for 
the purpose of corporate taxes. While the market has been flooded 
with debenture issues, hardly any company appears to have raised 
capital by way of preference shares. In the long-term and as a result 
of debt-equity ratio constraints there Is a limit to a company's 
i borrowing capacity and sooner or later it has to turn to preference 
f share market which needs to be resuscitated by providing adeiuate 
returns. 


Among the nexus of corporate securities, 
preference shares as an investment 
proposition today rank very low. 

From amongst the other securities, 
equity shares have always found favour 
with the investors, partly because of the 
possibilities of high returns and capital 
appreciation, and partly because man, 
being basically a risk-bearing animal, 
gets a thrill out of this game of chance. 
As a result, good equity shares as also 
convertible debentures of blue chip 
companies have been in focus. 

However, in spite of the general 
f attraction of equity shares, the fixed- 
return preference shares and non-con¬ 
vertible debentures have their own 
appeal to a particular class of investors 
who consider stability of income over a 
long period of time as of greater 
importance to them than the variation 
in profit even if the latter worked out to 
a higher average return. 

These fixed-return, long-term securities 
are also ideally suited to the institu¬ 
tional investors who have the responsi¬ 
bility to build up a well-balanced 
portfolio, capable of withstanding tests 
of business depression, and particularly 
to such investors as the insurance 
companies which have continually to 
seek investment outlets for their growing 
funds, and whose main objective is 
maximization of yield consistent with 
safety of capital. 

With the imposition of recent credit 
mvm economist 


controls on commercial banks as a 
sequel to the Chore Committee Report 
and as a result of shortage of funds with 
thr financial institutions, the need for 
developing the capital market for these 
long-term securities has assumed greater 
urgency, since the corporate sector will 
have now to lean more heavily on this 
market for its growing financial require¬ 
ments. 

However, to say that out of these 
two long-te.m securities, preference 
shares are preferred less than non- 
convertible secured debentures would 
not be indulging in any exaggeration. 

Ostensibly, preference shares would 
appear to provide a company the security 
which couples the limited obligation of 
the debt with the flexibility of equity 
shares, and one should have thought that 
such a combination would usually prove 
attractive to a company desiring to raise 
funds. As it is, the general experience 
does not bear out such expectations. 

A major disincentive for the com¬ 
panies in mobilising resources through 
preference share issues is that they do 
not stand on a par with debentures for 
purposes of corporate taxation. Where¬ 
as interest is taken as expenditure and 
allowed deduction for tax purposes, 
dividend is not. To pay 10 per cent 
interest, a company has to earn 10 per 
cent gross profit; to pay 10 per cent 
dividend, it has to earn 23 per cent gross 
profit. 
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Thus, dividend is taxed twice—once 
in the hands of the company and later 
in the hands of the shareholders. Ex¬ 
cept for the fact that this payment is 
called a dividend, the obligation to pay 
the minimum dividend partakes of all 
the characteristics of interest on de¬ 
bentures and there is no reason why 
this should not be treated in the same 
way for the purpose of corporate taxes. 

As this makes preference shares j 
a costlier form of financing than de- i 
bcnturcs, most of the companies prefer 
the latter for meeting their requirements j 
of funds unless the recognised debt * 
limits, constraints of debt-equity ratio, 
or the desire to prevent dilution of the 
control of the business makes an alter¬ 
native preference issue necessary. 

Lesser Attraction 

From the investor’s point of view also, 
preference shares have less attraction, 
than debentures. Debenture is a con¬ 
tractual arrangement whbh gives its 
holder the unqualified right to a fixed 
interest payment and the repayment of 
fixed principal amount on fixed dates. 

This unqualified right is usually J 
supported by a charge on the assets of 
the borrower (debenture is essentially a ^ 
debt) which the debenture-holder is 
legally permitted to enforce in the event i 
of default by the borrower in the pay- 
ment of interest and/or repayment of theji 
amount on the due dales. Of coura£B 
the debenture-holder has no 
interest in the assets or the profiu^HH 
the company nor has he any votilJM 
rights concerning the company’s manage- t 
mem. ; 

Though like the debenture, the pre*J<j 
ference share bears a fixed income, its 
entitlement to such fixed income 
the nature of only a promise as it laelca^ 

the legal sanction to enforce the regular 
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payment of dividend or the repayment 
of capital. 

There can be no two opinions, there¬ 
fore, that the lack of security makes the 
preference share—theoretically at least— 
more vulnerable to adverse develop¬ 
ments than the debenture, and in any 
grouping of the alternative security 
types it has naturally to take a place 
lower down to the secured debentures. 
To compensate for this drawback, the 
typical preference share historically 
carries a rate of dividend higher than 
the rate of interest applicable to the 
debenture. 

Undue Discrimination 

Even from the point of view of 
returns, preference shares today occupy 
a lower down position than debentures. 
Though with effect from November 6, 
1981, the Government has raised the 
ceiling rate of dividend on preference 
shares from 11 to 13.5 per cent and, 
thus, brought it on a par with the basic 
; interest rate payable on debentures, it 
is reported that the Government has 
not been allowing the companies to offer 
additional one per cent participating 
dividend to the preference shareholders 
on the lines of one per cent additional 
, incentive interest which the companies 
have been invariably offering for de¬ 
bentures. 

Thus, while the effective rate of return 
on secured debentures is 14.5 percent (in¬ 
clusive of incentive interest), that on the 
preference shares is only 13.5 per cent. 
There is yet another moneta y loss to 
the preference share-holder. While the 
preference dividend is paid yearly, the 
interest on debentures is normally paid 
on a half-yearly basis. This loss of 
(Income by itself, when compounded, 

■ works out to more than 0.53 per cent 
per annum. 

Taking into account all these legal and 
monetary disadvantages of a preference 
share, it has been the universal practice 
all along to keep the preference dividend 
fate higher than the debenture interest 
rate. Even in India, preference shares 
historically have been bearing a higher 
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coupon rate than debenture*, evert -after'' 
allowing for the fact that dividends are 
included in the sources of income which 
are exempt from income-tax (upto 
Rs 3000) under Section 80L and de¬ 
bentures are not 


preference shares, W^i(0 the market has 
been literally flooded with all types of 
debenture issues by companies, both big 
and small. 


This can be easily seen from the 
following ceiling rates fixed by the 
Government over the last decade or so : 



1970 

1973 

1974 

Pref. Shares 

9.5% 

9.8% 

11% 

Debentures 

8% 

8.5% 

10.5% 


Even when the maximum dividend rate 
was pegged at 11 per cent in 1974, 
companies were allowed to offer addi¬ 
tional participating dividend. It is 
therefore not understood why this 
facility is now denied to the preference 
shareholders after the Government has 
raised the preference dividend rate to 
13.5 per cent. 

The capital market for preference 
shares, which had played a useful role 
in the sixties in providing the corporate 
sector with much needed long-term 
finance, has been literally dormant for 
the past many years. Thus, while the 
percentage of preference share capital 
worked out to 20.4 per cent of the total 
capital raised by the companies during 
1950-51, it came down to less than 8.4 
per cent for the year 1977-78. 

A Significant Factor 

It is also significant that out of the 
total amount of Rs 25.15 lakhs offered 
to the public by way of preference shares 
during 1979-80, only 4.6 per cent 
(Rs 1.15 lakhs) was subscribed by the 
public and the balance of 95.4 per cent 
(Rs 24 lakhs) devolved on the under¬ 
writers. As a result, most of the finan¬ 
cial institutions have also shown a 
disinclination of late to underwriting 
preference issues (while going in a big 
way for underwriting of debenture 
issues) with the result that the new 
companies have shied away from issuing 
preference share stock. During the last 
one year or so, hardly any company 


But in the long run and as a result of 
debt-equity ratio and security-cover 
constraints, there has to be a limit to a 
company’s borrowing capacity, and 
sooner or later, every company must 
turn to the preference share market. It 
is, therefore, imperative that the Govern¬ 
ment takes early steps to ‘reform’ the 
preference shares substantially to make 
them more attractive and acceptable both 
to the investing public and to the finan¬ 
cial institutions. 

>i 

Unless the market for preference shares . 
is resuscitated by providing adequate 
return to the investors in this type of 
security also, it will be difficult for the 
corporate sector to raise its require¬ 
ments of investment finance through 
their own efforts by way of secured 
debentures alone. 


THE CALCUTTA ELECTRIC 
SUPPLY CORPORATION 
(INDIA) LIMITED 

11% Debenture Stock, 1995 

Interest for the half vear end- ^ 
ing 14th April 1982 ^ 

Notice is hereby given that 
interest (a\ Rs 55/- less In¬ 
come Tax, per Rs. 1,000/- 
of Stock will be paid on 
15th April, 1982 to Deben¬ 
ture Stockholders registered 
in the books of the Company 
as on J4th April, 1982. In 
this connection the Register 
of Debenture Stockholders 
will be closed from 7th April, 

1982 to 14th April, 1982 both 
days inclusive. 

BY ORDER OF THE BOARD 
C. CHATTERJEE 
SECRETARY 

Registered Office : 

VICTORIA HOUSE 
CHOWRINGHEE SQUARE ] 
CALCUTTA 700001 

26th February, 1982 
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Farm Mechanisation : Slow Progress in India 

S. M. 8. Kohli 


To assoss why tho process of farm mechanisation has boon relatively 
slow |n the country, the author has secured the views of an expert 
In the sale of tractors. It transpires that the credit provided 
for agriculture by commercial banks does not touch even a 
fringe of the requirement. The tractors of the required type are in 
short supply. Then there are technical difficulties. Farm labour 
is migratory and lacks education. To reduce the cost of the tractor, 
it is suggested that the multiplicity of models should be reduced and 
the ISI should undertake standardisation of parts to save the farmer 
from exploitation by unscrupulous traders. 


While there is unanimity about farm 

f iechanisation for increasing agricultural 
roductivity, the real issue involved is 
now to make it cheaper and suited to 
the needs of various sizes of farm hold¬ 
ings, particularly the small and marginal 
ones. And, as things exist today, very 
little attention has been paid to this 
aspect of the problem. This is one of 
the major causes for the slow progress 
at mechanisation of farming in India. 

In fact, the entire concept of farm 
mechanisation needs to be revised. The 
cost of machines has to be correlated 
with the propensity of the farmer to pay 
out of his extra earnings through mecha¬ 
nisation. Second, a proper evaluation 
of the ‘credit’ and ‘debit’ side of a 
jynachinc should be made to determine its 
' economic viability. 

Punjab, for instance, has taken the 


closure, we noticed a small plate fixed on 
the tractor which read: “Hypothecated 
to ABC BANK”. Instantaneously, we 
reversed our decision and returned with¬ 
out even meeting the party**. 

The anecdote amply reveals that all the 
Punjab farmers are also not in a position 
to buy a tractor. This is despite the fact 
that Punjab has brought about green re¬ 
volution through mechanisation. 

In terms of farm management and eco¬ 
nomic viability of mechanised farming, 
cultivators can be broadly classified into 
four categories: 

(i) Farmers who own tractor /machi* 
Table I 

Sale of Tractors in India—State wise 

State Sale during Percentage 

1980 of all- 

India sales 


nery and for whom it is also profitable, 
i.e. operation is above the break-even ? 
point. 

(ii) Farmers who own tract ors/machi» 
nery but for whom it is not justified, i.tty 
operation is below the break-even point/ 

(iii) Farmers who do not own but for / 
whom itis profitable to invest, i.e. they can 
operate above the break-even point; and / 

(iv) Farmers who do not own tractor/ ‘ 
machinery and also for whom it is not 
possible to invest, i.e. their volume of busi¬ 
ness is less than (he break-even point. 

Increased Complexity 

The cost and complexity of farm 
machinery increase year by year, and iq 
orderto justify the capital investment 
involved, it is essential that the culti< 
vators should be able to exploit to 
full each machine’s capacity. Therefore, ; 
a farmer must assess for himself his own 
category according to the above-meU* 
tioned classification. / 

In order to assess what exactly anr? 
Indian farmer needs and why the proceed l 
of farm mechanisation has been relatively * \ 
slow in India, I interviewed Mr Amarjecf 
S. Deepak whose business is to deal with ! 


lead in extensive farm mechanisation. On 
an average, 30 per cent of the tractors 
manufactured annually in India are sold 
in Punjab, whereas other States lag far 
behind, as is reflected in the table along¬ 
side. 

The necessity for cultivation apart, 
having a tractor is a status symbol with a 
Punjabi farmer. This is regardless of 
his propensity to buy one. Some years 
back, a Punjab Minister told me that 
once he accompanied some of his rela¬ 
tives to see a suitable matrimonial match 
for a marriageable girl in the family. 
While they were a little away from the 
boy's farm-house, a tractor was sighted 
inside the courtyard. "We whispered 
among ourselves”, the Minister confided, 
"and decided to agree to the marriage 
proposal. Before entering the farm en* 



during 

1978-80 

Punjab 

21,881 

30.6 

Haryana 

9,810 

16.7 

Uttar Pradesh 

12,494 

19.8 

Bihar 

1,666 

2.7 

Madhya Pradesh 

3,266 

4.4 

Mahrashtra 

4,127 

5.4 

Gujarat 

4,874 

5.5 

Rajasthan 

4,084 

6.7 

Andhra Pradesh 

2,321 

3.3 

Karnataka 

801 

u 

Kerala 

247 

0.3 

Tamilnadu 

1,S30 

1.9 

Assam 

265 

0.5 

Orissa 

406 

0.4 

West Bengal 

345 

0.7 

All India 

68,117 

100.0 
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the farmers and sell tractors. Mr Deepak 
is Regional Manager of a popular bran<jj/jj 
of tractor-manufa ctu ring organisation'I 
and has travelled extensively throughout/ 
the country. His impressions about;;:' 
causes of slow progress in farm mechanic / 
sation would serve as a guideline both 
the Government and for the manufao/;| 
turers. s 

Sf 

Question: You have been dealing in the * 
sale of tractors and other farm machinery ;/ 
for quite some years. Why have only a / 
few States responded to farm mechanist* 
tion and most of them lag behind? , :J 

Amarjeet S. Deepak : Besides teciflKtiJ 
cal reasons like consolidation of holdings* |f 
irrigation facilities and ownership of land, 
it is the human factor which is response | 
ble for it. Without any reflection, 
large number of farmers from Bihar / 




travel all the way to .other States to do 
cultivation work rather than working on 
their own land. A good number of the 
migratory labourers own land. To buy a 
tractor needs a decision to invest. It 
also necessitates extra earnings to pay 
back the loan. 

Q. Besides Punjab, which are the 
other States where farm mechanisation 
is becoming popular? 

A.S. Deepak: Haryana and UP were 
fairly quick in adopting mechanisation. 
In the case of Rajasthan, lack of irriga¬ 
tion facilities are a hindrance. Gujarat 
and Maharashtra are also fast picking up, 
followed by Tamilnadu and Andhra 
Pradesh. 

Q. What you are talking about is 
comparative position of farm mechani¬ 
sation in different States. The basic 
issue is; why has not farm mechanisation 
been accepted by all the farmers readily? 

A.S. Deepak : Brcadly speaking, the 
problem can be divided into two parts: 

(a) financial and (b) technical. 

0- Would you please elucidate both 
these aspects separately? 

A.S, Deepak: The Government claim 
that financial difficulty for buying tractor/ 
machinery has been solved is far from the 
actual reality. For example, according 
to the Ministry of Agriculture report pub¬ 
lished in March 1980, agricultural credit 
from commercial banks stood at Rs 2,766 
crores. This amount does not touch 
even a fringe of our agricultural credit 
requirements. The cost of a tractor alone 
ranges from Rs 45,000 to Rs 150,000. 

Second, tractors of the required type 
are in short supply. And surely it is not 
easy to get loan sanctioned from natio¬ 
nalised banks. The procedure offers for¬ 
midable painstaking process and the far¬ 
mer feels harassed. And by the time he 
has arranged the loan, the tractor is not 
available with the dealer. The tractors 
being in short supply, a farmer has to 
wait which he, by nature, dislikes. 

On technical front, the basic problems 
can be summed up as, (a) lack of training 
facilities for the actual farmers who use 
tractors and other agricultural machinery; 

(b) lack of repair and service facilities; 

(c) delay in availability of the tractor; and 

(d) unhealthy competition among the 
manufacturers. 


Q. How, in your opinion the use of 
tractor and other agricultural machinery 
be made more popular? 

A.S. Deepak : The most important 
is the price factor. If farm mechanisa¬ 
tion has to be made popular, the price of 
the tractor should be fixed as low as 
possible and production increased. A 
tractor is a proxy for farm labour. 
If human labour is cheap and readily 
available, as is the case in most of the 
Indian States, no farmer would like to 
invest a huge sum in a tractor. 

Q. Do you think, an Indian farmer 
is conscious of the use of agricultural 
machinery? 

A.S. Deepak: In fact, little attention 
has been paid to popularise the use of 
machinery, and its optimum utilisa¬ 
tion. It has been estimated that, on 
an average, annual use per tractor is 
about 700 hours. It is mostly used for 
primary tillage. For operations like seed¬ 
bed preparation, levelling, interculture 
operation, post-harvest operations, trac¬ 
tor is seldom used. This results from lack 
of suitable implements and low level of 
education of the users. 

Q. You would agree that a farmer 
surely knows more about farming than 
any expert can teach him. What sort of 
education you would like to impart? 

A.S. Deepak: It is to educate him 
about the use of machinery vis-a-vis the 
farm. This is an altogether different ex¬ 
perience. For instance, there is general¬ 
ly labour scarcity, particularly during 
October-Dscember when kharif crops 
(including sugarcane) are harvested, im¬ 
mediately followed by rabi sowing. Then, 
the time between kharif harvesting and 
rabi sowing is very short. All this can be 
achieved more efficiently by the tractor 
than by human labour. It is in this 
context, that the farmer needs to be 
educated. \ 

Q. How is it possible to reduce the 
cost of tractors, particularly when they 
are in short supply? 

A.S, Deepak: To this I pose a counter 
question. Why should there be 18 trac¬ 
tor manufacturers with 22 models? In 
fact, some of the units are sick. The 
total annual production of tractors is 
about 60/70,000. As against this, for 
the manufacture of 50,000 cars in India, 


there are only two manufacturers. The i 
basic need is to eliminate unnecessary 
competition, increase productivity and^ 
production, reduce the number of tractor 1 
models and ultimately bring down prices. 
The ideally suited tractor for India is 35 
HP whereas at present we are manufac¬ 
turing tractors ranging from 19 to 75 
HP. Table II gives the production 
of the various manufacturers during the 
12 months ending March 31, 1981. 

TABLE II 

Production and Sale of Tractors In India 


12 months ending 
March 31, 1981 


Company 

Sale 

Market shas'J 
in % 

Eicher 

11517 

16.02 

Escorts 

12570 

17.48 

Escort Tractors 

5934 

8.25 

Gujarat 

1073 

1.52 

Harsha 

835 

1.16 

HMT 

8505 

11.83 

Kirloskar 

2174 

3.02 

M&M 

12381 

— 

Pittie 

106 

0.14 

Punjab 

8787 

12.22 

TAFE 

8016 

11.14 

Bihar State Agro 

250*] 

Figures not 

Industries 

1 

| included in 

United Auto 
Tractors Ltd, 

250_; 

j the total 

Pratapgarh (UP) 

(not functioning) 

Total 

71898 

100.00 


It can, thus, be observed that perfor¬ 
mance of certain units is not very en¬ 
couraging. Instead of entering into 
manufacturing competition, the firms 
could unite in offering technical and 
other service facilities to farmers and 
educating them about the usefuless of 
farm machinery. This would help in 
the promotional efforts of farm mechani¬ 
sation. 

Recently, Indian Standards Institution 
has advocated standardisation of some 
parts of tractors so that the farmers are 
not left on the mercy of traders to exploit 
them. In fact, planned efforts should 
be made to open more authorised service 
centres in rural areas if the farmer is to 
be induced to take to farm mechanisation. 
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Ancillaries for Boats and Ships 


The output of ocean-going ships, 
coastal vessels such as barges, launchers, 
tugs, dredgers and fishing trawlers at the 
Indian shipyards has increased rapidly 
during the last few years. The four 
shipyards in the country have been 
manufacturing ships for the Indian navy 
and merchant shipping. Nearly 23 
small and large yards in the country are 
engaged in the manufacture of coastal 
vessels. About 40 shipyards in the 
large and small-scale sector have the 
^capability to manufacture shipping 
ftrawlers of various specifications and 
designs. These shipyards have reduced 
dependence on imported ancillaries 
and the demand for various ancillaries 
has been rising rapidly. 

Items like topping and cargo winches, 
anchor windlasses, capstan, life raft, 
fire-fighting equipment, propellers, 
trawlers winches, deck cranes, hatch 
covers, hydraulic steering, gears etc., 
come under the category of ancillaries 
for boat and ship building. 

All the ancillaries for boat and 
shipbuilding can broadly be 
sub-divided, so far as the manu¬ 
facturing activities arc concerned, into 
* the following three categories : (i) Where 
the equipment can be manufactured by 
a unit manufacturing equipment not only 
for marine application but for other 
applications as well; (ii) Electrical, 
electronic instruments which are specia¬ 


lised items not only for marine applica¬ 
tion but for other applications also, and 
(iii) Items where the characteristics are 
for marine application and the units are 
specialised in the manufacture of these 
items. 

There arc at present six units in the 
organised sector who specialise in the 
manufacture of ancillaries for marine 
application alone. Three more units are 
expected to go into production of ship 
ancillaries during the next two years. 
There are a few units in the small-scale 
sector which are contributing substan¬ 
tially towards the manufacture of ship 
ancillaries. 

Even though suitable steps have been 
taken to create the desired infrastruc¬ 
ture for the manufacture of ships, 
coastal vessels and fishing trawlers, the 
development of ancillaries has to keep 
pace with the developments taking place 
abroad, and to match the critical require¬ 
ments for ocean-going ships and coastal 
vessels. 

A special cell has been set up in the 
DGTD for the growth of ancillaries for 
ship and boat building. It is also con¬ 
templated to set up a Central Marine 
Design and Research Organisation and 
an Indian Ship Hydro Dynamic Centre. 
The main objective of these organisations 
will be to achieve self-reliance as early 
as possible in respect of ship design and 
ship-building. 

Indian Ship Ancillary Manufacturers 


A list of ancillaries where additional’ 
indigenous capacity needs to be created 
to meet the requirements of the fabric 
cations of fishing trawlers, etc. is givehj 
below : 


2 . 

3. 

4. 

5. 

6 . 

7. 

8 . 
9. 

10 . 

11 . 

12 . 

13. 

14. 

15. 


18. 

19. 


20 . 

21 . 


1. Propeller assembly (fixed and vari* 
able pitch) complete with shaft s: 
Steering gears (both mechanical ah& 
electrical) hydraulic 
Stern gear (light and heavy duty) $ 
Rudder stock (light and heavy du(y|] 
Trawl winches for fishing trawlers 
Anchor windlass 
Capstan 
Towing winch 
Towing hook 
Navigational lights 
Clear view screen 
Life boat compass 
Breathing apparatus 
Sectant 
Air whistle 

16. Marine clocks 

17. Marine diesel engines especially 
higher horse power range 
Auxiliary engines 

Electronic equipment for fish findth 
such as echo-sounders, fish fin* 
sonar, etc. V* 

Navigational equipment including tt| 
Hydrographic equipment. ; j|| 

Proposal for foreign collaboration ft 
the manufacture of fishing trawlers attjj 
ancillary items are being consid 
on merits. 


Name of the company 

Location 

Products of manufacture ■ , 

'jj# 

1. M/s Garden Reach Shipbuilders & 
Engineers Ltd. 

2. M/s Chowgulc & Co. (P) Ltd. 

3. M/s Scindia Workshop Ltd, 

Ballard, Estate Bombay 

4. M/s Jessops & Co. Ltd, 

Netaji Subhas Road, Calcutta. 

43/46 Garden Reach Road, 
Calcutta, West Bengal 

Marmugao, Goa 

Dockyard Road, 

Mazagaon, Maharashtra 

Dum Dum, 

West Bengal 

Winches, hydraulic steering geatii^ 
electric anchors, wind lasses^ 
electric capstan, hatch covers* ^ 
Accessories and components fort 
ships and other vessels 

Hatch covers • < % 

Ship deck cranes, electro hydrau^ 
lie (Specification and range bfj; 
5 to 6 tonnes) 

- 


MASTERS 6CONOMXST 


MARCH 12, 1982* 

. ' >,,t 


631 


k,: v 




f' - 


STATE OF THE 
ECONOMY 



eludes drugs for fttal difc- > had goifie u*> By 

eases like cancer, epilepsy Marfch, 1981. This, he said, 
as well as newer drugs of a was an index of the growth 
life-saving nature developed of the corporate sector in t 
in other countries. All these the country, 
life-saving drugs and medi-J The Minister emphasised 
cines are exempt from entire the need of rendering prompt 
customs duty when imported and satisfactory service to 
into the country in the fini- all including individual com- 
shed form. Some of the life- panies, share-holders, entre- 


Reference in 
licensing 

The Government has decid¬ 
ed that applications for in¬ 
dustrial licences for locations 
in the *No-Industry, districts 
will be given over-riding pre¬ 
ference over applications for 
other locations. This is in 
furtherance of the Govern¬ 
ment’s declared policy of cor¬ 
rection of regional imbalances. 
Central Ministries have also 
been advised to give priority 
to the listed districts in es¬ 
tablishing industrial ventures 
and in infrastructural develop¬ 
ment, Similarly, the State 
Governments concerned have 
also been advised to give 
pointed attention to these 
districts so that adequate in¬ 
frastructural development takes 
place, and medium and large 
scale industrial undertakings 
are established in these dis¬ 
tricts. 

An important objective of 
h Government policy, as also of 
industrial licensing, is to cor¬ 
rect regional imbalances and 
to secure the industrialisation 
of backward areas. In this 
context, the Government have 
taken several measures to en¬ 
courage the dispersal of in¬ 
dustries to backward regions 
of the country. An analysis 
made recently shows that there 
are several districts in the 
Country where there is no 
large or medium scale indus¬ 
trial unit. A list of such 
districts is given below: Inten¬ 
ding entrepreneurs have been 
advised to keep the above 
factors in view when finalising 
their proposals and applying 
for industrial licences. 

Bihar: 1. Purnea, 2. Saharsa. 
3. Aurangabad, 4. Bhqipur, 
5. Nalanda. Himachal Pra¬ 
desh: 1. Kulu, 2. Kangra, 
3. Chamba, 4. Lahaul and 
Spili, 5. Kinnaur. Jammu 
and Kashmir: 1. Kupwara, 


2. Poonch, 3. Doda, 4. 

Ladakh, 5, Pulwama, 6. 
(Jdhampur, 7. Rajori. Madhya 
Pradesh: 1. Chattarpur, 2. 

Sidhi, 3. Chhindwara, 4. 
Balaghat, 5. Seoni, 6. Tikain- 
garli, 7. Guna, 8. Narsingh- 
pur, 9. Jhabua, 10. Panna. 
11. Mandla, 12. Dhar, 13. 
Surguja, 14. Bhind, 15. Datia, 
16. Shivpuri, 17. Damoh. 
Manipur: 1. Manipur (Cen¬ 
tral, 2. Manipur (North), 

3. Manipur (West), 4. Mani¬ 
pur (South)? 5. Tengnoupal. 
Meghalaya: 1 Hast Garo Hills, 

2. West Garo Hills, 3. Jain- 
tia Hills. Nagaland: 1. Tuen- 
sangs. Orissa: 1. Balasore, 2. 
Bolangir, 3. Phulbani. Rajas¬ 
than: 1. Tonk., 2. Banswara, 

3. Sirohi, 4. Sikar, 5. Jaisal- 

mer. Sikkim : 1. Gangtok, 
2. Mangami, 3. Gylshing, 4. 
Namcbi. Tripura: 1. Tri¬ 
pura North (26 Tea Planta¬ 
tions), 2. Tripura South (2 
Tea Estates) 3. Tripura West 
(26 Tea Gardens) Uttar Pra¬ 
desh: 1. Banda, 2. Pauri 

Garhwal, 3. Hamirpur, 4. 
Uttarkashi, 5. Sultanpur, 6. 
Fathepur, 7. Chamoli, 8. 
Jaunpur, 9. Tehri Garhwal. 
10. Jalaun. West Bengal : 
1. Cooch Bihar, 2. Darjee¬ 
ling, 3, Maldah, 4. Bankura, 
5. Jalpaiguri. Arunachal 
Pradesh : 1. Kameng, 2. 

Suansari, 3. Siyyang, 4. Tirap. 
Dadra & Nagar Havel i. 
Mifcoram 1. Aizwal, 2. 
Lunglai. Assam: 1. Laksim- 
pur, 2. North Cachar Hills. 
Karnataka: 1. Bidar. 

Drugs Exempted 
from Customs 

The list of life-saving drugs 
and medicines for the purpose 
of customs duty is reviewed 
by the Government from 
time to time. In September 
1981, the list of such drugs 
and medicines was enlarged 
from 75 to 129. The list in¬ 


saving drugs and medicines 
arc also produced from out 
of the bulk drugs imported 
into the country. Such bulk 
drugs (formulations based 
on which were exempt from 
duty of customs) were not ex¬ 
empt from duty of customs 
when imported into the 
country. - 

With a view t o making avail¬ 
able life-saving drugs and 
medicines in the country at 
reasonable prices and in ade¬ 
quate quantity and to en¬ 
courage the production of such 
life-saving drugs and medi¬ 
cines in the country, Govern¬ 
ment, for the first time, ex¬ 
empted 22 bulk drugs re¬ 
quired for the production of 
life-saving medicines from 
whole of duty of customs in 
the 1979-80 budget. 

The ten new drugs inclu¬ 
ded in the category of drugs 
exempted from whole of 
duty of customs when impor¬ 
ted into the country include 
new antibiotics like Cepha- 
loridine (Cephalexin) and 
Cloxacillin, drugs for treat¬ 
ment of asthama—Sodium 
Cromoglycate and seven 
drugs—Methotrexate, CCNTJ 
(Lomustine), Cyclophospha¬ 
mide Triturate, FutrafiJ, 
Ifosfamide, Trofosfamide and 
Tamoxifin Citrate for the 
treatment of cancer. 

Number of Companies 
Doubled 

The number of companies 
functioning has more than 
doubled in the last decade. 
This was disclosed by the 
Union Minister of Law, Jus¬ 
tice and Company Affairs, 
Mr Jagan Nath Kaushal 
while inaugurating a two-day 
Conference of the Regional 
Directors, Registrars of Com¬ 
panies and Joint Directors (Ins¬ 
pections) recently. He said 
that at the beginning of 1971 
the number of companies 
functioning was 30,412 which 


preneurs, depositors or cre¬ 
ditors or other members o f 
public. And to achieve this 
objective in the face of ever 
increasing work load, he 
said, “you may have to evolve 
effective, yet simple proce¬ 
dures, including delegation 
of maximum responsibilities 
to your junior colleagues. 
This will inculcate a sense of 
participation at all levels and t 
at the same time senior offi- % 
cers would have sufficient time 1 
for improving and innovating 
the procedures and policies.*’ 

Talking about inspection of 
companies, Mr Kaushal said, 
it was a vital function which 
helped in the effective imple¬ 
mentation of the Companies 
Act, and it was through 
inspection that a watch could 
be kept on the performance 
of companies to make it pos¬ 
sible to evaluate precisely 
the level of efficiency in the 
corporate sector. The Minis¬ 
ter also asked the officers to 
take, if there was any criti¬ 
cism, in its proper perspective 
and it should provoke them 
to do some introspection. i 

Excise Panel Chairman 

Mr Kamalapati Tripathi, 
former Railway Minister, 
has been appointed the new 
Chairman of the expert com¬ 
mittee to study the financial 
implications of the proposal 
to levy additional excise duty 
on certain goods in place of 
.sales tax. 

This had become neces¬ 
sary following the death of 
Mr Molianlal Sukhadia who 
was the Chairman of the com¬ 
mittee. 

The Government has also 
decided to extend the time of 
submission of the committee’s 
report from March 31 to 
June 30, 1982. The committee 
had been set up in pursuance 
of a resolution of a conference 
of Chief Ministers held in 
New Delhi in February 1981. 
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It would study the Anaaciai 
implications of the proposal 
to include in the list of dec- 
► lared goods and for levy of 
* additional excise duty in lieu 
of sales tax, on van&aspati, 
drugs and medicines, cement, 
paper and paper board and 
petroleum products and the 
manner in which the financial 
interests of the States could 
be safeguarded. 

Metals Prices Raised 

The official pricing com¬ 
mittee constituted by the 
Government to fix retail prices 
of non-ferrous metals marketed 
by the state-owned Minerals 
and Metals Trading Cor¬ 
poration (MMTC) has in¬ 
creased the prices of five of 
the nine metals traded by the 
company. The price increases, 
which come into immediate 
effect until further notice, 
range between Rs 500 per 
tonne and Rs 3000 per tonne. 
The committee, however, 
chose to reduce the prices of 
tin by as much as Rs 5000 per 
tonne to Rs 230,000 per tonne. 

While the price of conti¬ 
nuous cast copper wire rods 
has been raised by Rs 500 
per tonne to Rs 32,800 per 
tonne, the increase in the 
case of electrolytic high 
grade zinc and special high 
grade zinc is of the order 
„ of Rs 1,300 per tonne each 
to Rs 18,000 per tonne and 
Rs 18,100 per tonne, respec¬ 
tively. The prices of nickel 
squares/cathodcs and pellets 
and nickel briquettes have 
been raised by Rs 3000 per 
tonne to Rs 90,000 per tonne 
and Rs 86,000 per tonne res¬ 
pectively. 

Rupee-Pound Sterling 
Exchange Rate 

The Reserve Bank of India 
announced a 0.59 per cent 
downward revision of the 
rupee against sterling to a 
new middle rate of Rs 1 6.95 
to the pound from Rs 16.85. 
The new buying and selling 
rates for spot delivery are: 
Buying: £ 5.9137 per Rs 
100 (corresponding to Rs 
16.91 per sterling); Selling: 
£ 5.8858 per Rs 100 (corres¬ 
ponding to Rs 16.99 per sterl- 
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ing). The rupeWtcrling rate 
was last adjusted on March 1 
when the rupee appreciated 
by 0.89 per cent. 

Indo-German Accord in 
Science & Technology 

Under the Inter-Govcrn- 
mental agreement for Co¬ 
operation in Science and 
Technology, a ‘special 
arrangement’ has been sig¬ 
ned between the Council of 
Scientific and Industrial Re¬ 
search (CSIR) and the Ger¬ 
man Aerospace and Aero¬ 
nautical Research Agency 
(DFVLR) for cooperation 
in scientific research and 
technological development 
for exclusively peaceful pur¬ 
poses in the field of Aeronau¬ 
tical Sciences. The ‘arrange¬ 
ment 5 provides for exchange 
of scientific information and 
scientists between the two 
organisations and implemen¬ 
tation of collaborative pro¬ 
jects of mutual interest in 
the field of Aerodynamics," 
Structures, Turbo-machinery, 
Systems and Materials, and 
other fields as may be jointly 
decided by the Minister of 
State for Science & Techno¬ 
logy, Electronics, Environment 
and Ocean Development. 

Incentives for Exports 

The Finance Minister, 
Mr Pranab Mukherjec, has 
staled that the policies towards 
exports focussed attention on 
improving the competitiveness 
of our exports in the world 
markets. Stressing the need 
for imparting increasing 
dynamism to our exports in 
the context of deteriorating 
balance of payments position, 
he pointed out that the budget 
for 1982-83 has provided fur¬ 
ther incentives to encourage 
exports. The Finance Minis¬ 
ter said that tax reliefs have 
been provided to exporters 
whose export turnover for 
any year exceeds that of the 
preceding year by more than 
10 per cent. The Government 
has also laid emphasis on 
increasing the export of agri¬ 
cultural products. The gene¬ 
ral thrust of the economic 
policies for raising produc¬ 
tion, saving and investment 


will also raise our Capacity 
to generate export surplu¬ 
ses on the one hand and to 
reduce our dependence on 
imports on the other. 

Mr Mukherjec was inaugu¬ 
rating a seminar on Foreign 
Trade and Economic Dip¬ 
lomacy at India Internatio¬ 
nal Centre,, recently. The 
seminar was organised by the 
Group of Eighty and the 
Association of Indian Diplo¬ 
mats. He said that our ef¬ 
forts to expand exports can 
be successful only if the inter¬ 
national environment beomes 
more conducive. “Some ef¬ 
forts, however s inadequate 
they mav be, have been made 
in the past to resolve the spe¬ 
cial problems of developing 
countries. Institution of pre¬ 
ferential tariff arrangements 
for exports to developed 
countries, progressive reduc¬ 
tion of tariff and other bar¬ 
riers on items of export inte¬ 
rests to developing countries, 
conclusion of commodity ar¬ 
rangements, represent some 


of the efforts made hi this 
direction. Negotiations in 
GATT and UNCTAD have 
led to various advances in 
this direction.” 

“It is, however, a matter of 
considerable concern that even 
ihese modest gains made in 
the past are now threatened. 
New and covert forms of pro¬ 
tectionism have begun to 
emerge in developed coun¬ 
tries. There has been an in* 
creasing proliferation of so- 
called orderly marketing ar¬ 
rangements and voluntary ex* 
port restraints imposed by 
developed countries on tht; 
basis of their superior bar¬ 
gaining power. Such mea¬ 
sures have adversely affected 
the developing countries in 
areas where they have com¬ 
parative advantage and poten-, 
tial to expand exports. The n«t 
effect of the various measured 
imposed by the developed 
countries can be illustrated 
by the fact that exports of oftt 
importing developing couiw 
tries as a percentage of world! 
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sports declined from 13 
(percent in 1963 to 10 jfter^ent 
1980. During the same pe¬ 
riod, the surplus of the indus¬ 
trialised countries with the 
Oil importing developing 
countries expanded from 3.1 
^billion dollars to 12.3 bil¬ 
lion dollars.” 

Growth in Tourism 

ii 

i India with 6.6 per cent in¬ 
crease in tourist arrivals 
has recorded a higher growth 
than the 4.1 per cent increase 
in international tourists all 
■ over the world during 1981. 
■According to the World 
(Tourism Organisation, a 
^total of 290 million inter¬ 
national tourists crossed inter- 
t national borders during 198 J 
^recording an increase of 4.1 
tper cent over tho preceding 
(year. Compared to this, the 

* increase in the case of Tndia 
!>was 6.6 per cent with 
*853,148 tourist arrivals during 
ithe year. The share of India 
('during 1981 in world tourism 
(was 0.29 per cent. 

* Tourist arrivals in Tndia 
|do not include the nationals 

Pakistan and Bangladesh 
and also Nepalese entering 
plndia through land routes. 
X During 1980, a total of 
($47*324 nationals of Pakis¬ 
tan visited India. As many 
;A8 44,337 nationals of Bang¬ 
ladesh came to India by air 
;«nd sea. The statistics of 
^Bangladesh and Nepalese 

(nationals entering India by 
, land routes are not available. 
! : iV 

i Madhya Pradesh 
'■ Export Corporation 

. The Madhya Pradesh 
;Export Corporation at its 
(annual general meeting held 
Recently at Bhopal has declared, 
^for the first time, a dividend 
?of 5 per cent to its share- 
j holders for 1980-81. The meet- 
ling was held under the Chair¬ 
manship of Mr Arvind Bhai 
Patel. 

\< The corporation, in a short 
1 period of four years has 
^achieved a turnover of Rs 
ilO crore and made net profit 
f of Rs 18.86 lakh. 

I The Chairman observed at 
j'the meeting that in the next 

i 

eastern economist 


year the corporation has 
potentialities of making larger 
exports from the State. 

Karnataka Finance 
Corporation 

Karnataka State Financial 
Corporation is optimistic 
of reaching its target for the 
current year of sanctioning 
Rs 25 crore and disbursing 
Rs 20 crore. 

The assistance sanctioned 
during the third quarter of 
the current year was better 
than the corresponding quar¬ 
ter of last year. The amount 
sanctioned during this period 
amounted to Rs 8.39 crore to 
as many a 301 units as com¬ 
pared to the previous year’s 
sanction of Rs 5.32 crore to 
300 cases. 


■ft f:t&'itg&nycgntfn ........ r> 

Xrakj' expects a higher 
mand by the Soviet Union, 
the exports to quota coun¬ 
tries are not expected to rise 
substantially. However, in the 
wake of inflation, value of ex¬ 
port earnings may go up by 
10 per cent in the case of 
quota countries and by 25 
per cent for non-quota coun¬ 
tries. 

The break-up of the 1982 
targets for the countries and 
regions concerned, with the 
quantity in thousands in brac¬ 
ket,^: the USA: Rs 125 crore 
(38, 455): EEC: Rs 283 crore 
(68,136) and other quota coun¬ 
tries: Rs 40 crore (10,4561. 
The total export to quota 
countries, therefore, is expec¬ 
ted to be around Rs 449 crore 
in 1982. 


Sawing Machines 

An industrial estate for the J 
sewing machine industiy is ’ 
proposed to be set up in 
Ludhiana. This was announced 
by Mr G.S. Sethi, Director of 
Industries, Punjab, while in¬ 
augurating a one-day work¬ 
shop on modernisation of 
sewing machines. Mr Sethi 
said that construction work 
on the United Nations aided 
sewing machine development 
centre was in progress but it 
needed to be speeded up. The 
Punjab Government’s share 
on the total cost of Rs 1.5 
crore project would be about 
Rs 93 lakh. 

While some 720 small scale 


units and two medium and, 


A corporation’s press release 
says that 80 per cent of the 
loans sanctioned during the 
quarter have gone to the 
small-scale sector with about 
238 loans involving Rs 5.54 
crore. Industrially back¬ 
ward areas continued to get 
assistance on priority. 

In its scheme of extending 
assistance, the corporation 
laid focus on technocrat- 
promoted units and units 
engaged in import substitu¬ 
tion and export promotion. 

Garments Exports 

The Apparels Export 
Promotion Council (AEPC), 
has revised iis export target 
for garments during 1982 
from the original level of 
Rs 733.10 crore to Rs 750 
crore. 

This has been done in view 
of the vast scope for garments 
in the non-quota countries 
and the exnected increase in 
the value of export earnings. 

It may be recalled that ex¬ 
ports of garments during 
1981 had far exceeded the 
target fixed by the council. 
Against a target of Rs 540 
crore, the actual export earn¬ 
ings shot up to Rs 650 crore. 
The increase was largely 
accounted for by the higher 
intake of garments by the 
non-quota countries, espc* 
daily the Soviet Union. 

This year too, while the 
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■ unite" in Punjab 
produce sewing machines and 
parts worth about R$ 10,98 
crore anually their exports 
were nearly Rs 1.36 crore. 
He hoped the workshop would 
initiate collective thinking for 
growth of this industry on 
scientific lines to enable it to 
enter export markets in a big 
way. Mr Tarlok Singh, Presi¬ 
dent of PSMIA dwelt at length 
on the industry's problems and 
said Ludhiana alone had the 
largest number of units in 
Tndia. He said some 2,000 
sewing machines were now be¬ 
ing manufactured daily-the 
highest in country. Exports of 
sewing machines and its parts 
registered an increase from 
Rs 28.49 lakh in 1971 to Rs 
J71.24 lakh in 1978. He said 
me existing model of sewing 
machine was some 100 years 
old. Variety reduction and 
standardisation of vital parts 
and sub-assembly need to be 
enforced for improving qua¬ 
lity. 

New IA Chairman 

The Government has now 
decided to separate the posts 
of Chairman and Managing 
Director of Indian Airlines. 
Indian Airlines used to have a 
separate Chairman and a 
Managing Director till Mr 
A.H. Mehta took over as 
Chairman and Managing Di¬ 
rector in 1980 for a term of 
two years. Mr Mehta handed 
over charge on March 1, 
1982. to Capt. K. Chadha as 
Managing Director of Indian 
Airlines. 

Strategy for 
Family Welfare 

Miss Kumud Joshi, De¬ 
puty Minister for Health 
and Family Welfare, obser¬ 
ved that the Government 
have drawn up a strategy for 
acceleration of the Family 
Welfare Programme in the 
country. One of the important 
features of this strategy is 
that for the States which 
are lagging behind in per¬ 
formance, an area specific 
approach will be adoped. 

Referrring to another im¬ 
portant feature of the stra¬ 


tegy, the Oeptity Minister 
said, under the ‘Village 
Health Guide Scheme’ which 
has now been made a fully 
Centrally funded scheme, the 
Health Guides, who will pre¬ 
dominantly be women, will 
be responsible for spreading 
knowledge and information 


to each individual household 
and to provide at peoples’ 
door steps, supplies for non- 
clinical methods. Further, 
intensified efforts will be 
made to spread awareness 
and information about :mal! 
family concept by effective 
and imaginative use of multi- 


media and inter-personal 
communication strategy. Miss 
Joshi stated, close monitor¬ 
ing and follow-up will be 
ensured at all levels. Steps 
will be taken to tone it p 
the administrative machinery 
and improve motivation 
and accountability of staff. 


FORM II-A 
(See rule 4A (1)) 

Form of general notice to be given to the members of the public before making an applica¬ 
tion to the Central Government under Sub-section (2) of Section 22 of the Monopolies and 
Restrictive Trade Practices Act, 1969. 

NOTICE 

It is hereby notified for the information of the public that J.K. Synthetics Ltd., Kamla Tower, 
Kanpur, proposes to make an application to the Central Government in the Department of Com¬ 
pany Affairs, New Delhi under sub-section (2) of Section 22 of the Monopolies and Restrictive 
Trade Practices Act, 1969, for approval for the establishment of a new undertaking for the pro¬ 
duction of white cement. Other particulars of the proposed new undertaking are as under : 

(i) Name of the proposed undertaking: J.K. Cement Works (While Cement Division), 

Kamla Tower, Kanpur. 

(ii) Namefs) and person(s) or authcrity/authoritics proposing to establish the new undertak¬ 
ing. Where it is body corporate, furnish details of its management structure together with, 
those of the proposed undertaking : 

J.K. Cement Works, a Division of J.K. Synthetics Ltd, Kamla Tower, Kanpur, a public 
limited Company having a Managing Director under the supervision and control of Board 
of Directors. 

(iii) Capital structure of the applicant person or authority and of the proposed undertaking: ‘ 

AUTHORISED ISSUED, SUBSCRIBED & PAID-UP 

Equity shares Fully paid Share Equity : 

2,50,00,000 of Rs. 10 each Rs 25,00,00,000 1,54,05,288 of Rs 10 each Rs 15,40,52,860 

Cumulative Redeemable Cumulative Redeemable 


Preference Shares : 

1,00,000 9.5% of Rs. 100 

each ’• 1,00,00,000 

3,00,000 11 X of Rs. 100 each” 3,00,00,000 

10,000 9.1 % of Rs *00 each ” 10,00,000 

90,000 unclassified shares of 

Rs 100 each ” 90,00,000 

Rs 30,00,00,000 


Cumulative Redeemable 
Preference shares: 

75,000 9.5 % of Rs. 100 each ” 75,00,000 

1,00,000 11 % of Rs. 100 each ” 1,00,00,000 
10,000 9.1 % of Rs *00 each ” 10,00,000 


Rs. 17,25,52,860 


(iv) Proposed location of the new undertaking: Gotan Distl, Nagaur (Rajasthan) 
(v) Brief outline of the cost of the project, the Scheme and source of finance : 


(1) COST OF PROJECT : (Rs in Lacs) 

Land & Building 96.00 

Plant & Machinery 923.00 

Miscellaneous fixed assets 16.00 

Expenses on foreign technicians & 
training of Indian technicians 
abroad 10.00 

Pre-operative expenses 33.00 

Contingencies 72.00 

Total 1150.00 


(2) SOURCE OF FINANCE 
Deferred credit for Imported 
Plant & Machinery in suppliers 
credit from Denmark 
Loans from Banks 
Internal accruals 


(Rs in Lac$) 


280 .00 
470.00 
400.00 


1150.00- 


2. Any person interested in the matter may make a representation to the Secretary, Depart: K 
ment of Company Affairs, Government of India, Shastri Bhavan, New Delhi within 14 days fro® 
the date of publication of this Notice intimating his views on the proposal and indicating•taS^i 
nature of his interest therein. ii 

for J.K. SYNTHETICS LTtM 

Dated this day of Nth January, 1982. B.S. BAJPAt^ 

Secretary * 
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COMPANY 

AFFAIRS 


Modi Rubber Enters 
Debenture Merket 

Modi Rubber Ltd is offering 
600,000 13,5 per cent non-con¬ 
vertible debentures of Rs 100 
each for cash at par to the 
public through prospectus. 
The object of the issue is to 
augment the long term funds 
of the company to meet its 
working capital requirements. 
The issue opened on March 
11, 1982 and will close on 
March 22, 1982. The issue is 
fully underwritten. 

The highligts of the issue 
are: Fully secured and easily 
marketable; Redeemable in 
full after seven years; Addi¬ 
tional interest of one per 
cent payable when dividend 
exceeds 15 per cent (1979- 
80 dividend 18 per cent); 
Availability of two schemes: 
(a) Cumulative Scheme—Sav¬ 
ings oriented -to earn upto 24 
per cent per annum, Non- 
cumulativc Scheme-Recurring 
income oriented-interest pay¬ 
ment half-yearly; Repurchase 
Scheme by the company at 
par after one year; Up¬ 
ward revision of rate of in¬ 
terest as per Government 
policy; Acceptable security to 
raise bank Joans; Preferen¬ 
tial allotment for further issue 
of convertible debentures/ 
bonds as and when made, 
subject to the approval of the 
.Controller of Capital Issues 
in the manner as may be 
determined by the board. 

The company's plant was 
up with technical colla¬ 
boration with Continental 
Gummi Wcrkc AG. Han¬ 
nover, West Germany. The 
commercial production star¬ 
ted in November 1974. The 
company has an excellent 
growth reccrd. In the first 
seven years since the com¬ 
mencement of production. 


the production has register¬ 
ed an increase from 271,000 
tyres in 1975 to 920,000 tyres 
in J981, i.e. 239 per cent. 
During the same period the 
company's sales turnover has 
increased from Rs 30 crores 
to over Rs 200 crores, i.e. 
566 per cent. In replacement 
market for truck tyres the 
company is placed on top 
with a share of 25 per cent. 

The company has received 
Letter of Intent from the 
Government of India, De¬ 
partment of Industrial Deve¬ 
lopment, for the manufacture 
of the following items (An¬ 
nual capacity for expan¬ 
sion): Automobile Tyres and 
Tubes 200,000: Aircraft Tyres 
and Tubes 20,(M)0; Off-the road 
Tyres and Tubes 30,000; 
Scooter/M otcr Cycle and 
Moped Tyres and Tubes 
400,000; and Tractor and 
ADV Tyres and Tubes 125,000. 
The company is in the pro¬ 
cess of planning and imple¬ 
mentation of the above cited 
letters of intent. 

Mahindra and Mahindra 

Mahindra and Mahindra 
has reported a marked im¬ 
provement in its performance 
for the year ended October 
31. 1981. The company’s 
gross profit has shot up by 
30 per cent to a record of Rs 
21.46 crore from Rs 16.63 
crorc for the previous year. 
Its sales at Rs 263.18 crore 
show an increase of 33 per 
cent over that of Rs 197.05 
crore for the previous year. 
The Directors of the com¬ 
pany have proposed to step 
up the equitv dividend to 20 
per cent for 1980-81 from 18 
per cent Paid for the previous 
year. The dividend is covered 
over four times by the earn¬ 
ing per share of about Rs 8.10. 

The Directors have provi¬ 


ded Rs 186 crore ^'''against''' 
Rs 2.92 crore for depreciation 
and Rs 8.15 crore against 
Rs 6.06 crore for taxation. 
This leaves a profit after tax 
of Rs 9,45 crore against Rs 
7.65 crore. The provision for 
investment allowance reserve 
is higher at Rs 1.85 crore aga¬ 
inst Rs 1.29 crore. The pro¬ 
posed equity dividend will 
claim Rs 2.29 crore. 

The company's produc¬ 
tion of vehicles increased by 
28 per cent to a record of 
23,239 from 18,102 vehicles 
in 1979-80. Tts sales of vehi¬ 
cles both in the domestic and 
export markets showed a 
considerable improvement. Tts 
sales of light commercial 
vehicles shot up to 6,078 
units from 3,455 units in the 
previous year. The company 
commenced assembly of 
Peugeot model disesel engine, 
with imported and locally 
bought out components in 
July, 1981. Tts new plant at 
Igatpuri is expected to com¬ 
mence production of engines 
in the near future. 

The company's produc¬ 
tion of tractors increased by 
17.7 per cent to 13,364 from 
11,352 units in the previous 
year. Its sales of tractors also 
showed an increase of 16 per 
cent. 

The company's operations 
of steel division continued 
to be satisfactory. The com¬ 
pany's exports of vehicles 
more than trebled from 1,300 
to 4,016 vehicles and of trac¬ 
tors from 79 to 388 during 
the year under review. Its 
foreign exchange earnings 
more than doubled from Rs 
8.48 crorc to Rs 18.75 crorc. 

Peirce Leslie 

The Chairman of Peirce 
Leslie India Ltd, Mr M.K. 
Kumar, has said in his an¬ 
nual statement to sharehol¬ 
ders that the current year 
results would depend mainly 
on the performance of the 
cashew and agricultural divi¬ 
sions. Since most of the pro¬ 
fits from these activities ac¬ 
crue in the second half of the 
year, it is too early to give 
* any firm forecast. However, 
present indications give hope 
of an average year and if 


turn out to be A gbbd year, | 

The company has anaounJ 
ced improved results for thej 
year ended September 30, 
1981, with sales and other 
receipts rising from Rs 12.69 
crore to Rs 14.70 crore and 
the gross profit from Rs 44.95 
lakh to Rs 63.85 lakh. The 
Directors have proposed to j 
step up the dividend from 15 j 
per cent to 17.5 per cent. ! 

Gwalior Sugar 

The Directors of Gwalior 
Sugar Co. Ltd, propose to 
reduce the equity dividend 
from 10 per cent to 7,5 per 
cent for the year-ended June 
30, 1981. The cut in the dis- 
Iribution is a sequel to the set# 
back suffered by the company 
in its working for the year. 
The profit has gone subs¬ 
tantially to Rs 6.11 lakh from 
Rs 38.43 lakh in 1979-80 after 
providing Rs 7.98 lakh for 
depreciation (Rs 16.49 lakh) 
and Rs 47,633 for investment 
allowance reserve (Rs 4.30 
lakh). The total quantity of 
cane crushed was lower at 
405,000 quintals in 56 days 
against 963,000 quintals in 
99 days in the preceding year. 

Mandya Sugar Enters 
Dividend List 

The Mandya Sugar Com-t 
pany Ltd, the company witn 
a good track record and went 
off the rails for seven years 
from 1972 has since come 
back to the dividend list with 
a bang, declaring a 20 per 
cent dividend for the year 
1980-81. The company is 
poised to turn in an even bet¬ 
ter performance for 1981-82 
and be in a good shape to cele¬ 
brate its golden jubilee next 
year. 

The company's Chairman 
and Managing Director, Mr 
A.B. Datar told newsmen in 
Bangalore that improved turn¬ 
out had become possible with 
better production and sates 
of the distillery products and 
better realisation for the free 
sale sugar quota during 1980- 
81. With crushing coming to 
an end by next month, the 
company had so far crushed 
530,000 tonnes of cane at an 
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■reach a figure of 600,000 
Lonnes by the end of the 
|jjrreftt year. 

Mr Datar said that with 
the improvement in finan¬ 
cial position, the company 
in collaboration with the 
Hindustan Aeronautics, had 
taken up the installation of 
a alcohol-based gas turbine 
for trying bagasse to increase 
its thermal efficiency. The 
company hi-d also taken up 
construction of an offiee- 
cum-commercial complex at 
Bangalore at a cost of Rs 72 
lakh with HUDCO. 

On the sugar availability 
and price position during the 
waning year, Mr Datar was 
L*Ithe view that after export- 
[ i?g 500,000 tonnes, the govern¬ 
ment should maintain a buf- 
i fer stock of 500,000 tonnes 
: and release stocks judicially 
so as to ensure that ihe price 
should stable around Rs 500 
a tonne. 

Mysore Acetate Shows 
Improvement 


cellulose acetate scrap in 
order to ensure that indiscri¬ 
minate imports did not affect 
the unit adversely. 

The company proposed to 
increase the turnover from Rs. 
6 crore in 1981 to Rs 8 crore 
in 1982 by entering into ethyl 
acetate and di-ethyl phthalatc 
market in a substantial way. 
Efforts were also being made to 
induce the Hindustan Photo 
Films to increase their off-take 
from the present 600 tonne to 
atleast 800 tonnes. 

Kanoria Wisconsin 

Kanoria Wisconsin Centri¬ 
fugal entering the capital 
market on March 15 with a 
public issue of 367,500 equity 
shares of Rs 10 each to raise 
a part of the finance required 
for its Rs 2.30-crore project 
for the manufacture of alloy 
steel castings by the vertical 
centrifugal process. This pro¬ 
cess is far superior to the pre¬ 
sent static casting process. 
The project is being set up 
in a backward area of Kalyani 


respectively. The balance 
Rs 36.75 lakh of equity capital 
is being offered to the public 
for subscription. 

Mr S.K, Dass, President, has 
told newsmen that commerciat 
production is scheduled to 
commence in June this year. 
The company expects to reach 
the breakeven point of 47 
per cent capacity utilisation 
in the first year ending March 
31, 1983, with a turnover of 
about Rs J.2 crore. in the 
third year, the turnover will 
rise to Rs, 2.5 crore at 80 per 
cent capacity utilisation. The 
issue enjoys Section 80 CC tax 
benefits. 

Gujarat Machinery 
Fares Well 

Gujarat Machinery Manu¬ 
facturers Ltd has declared a 
dividend of 17.5 per cent on 
equity shares (against 15 
per cent in the previous year) 
and 9.5 per cent on preference 
shares subject to the appro¬ 
val of the financial institu¬ 
tions. Mr J.V. Patel, Chair- 


of Directors that the com* 
pany has fared well despite 
sharp power cuts and rise in 
cost of inputs. 

The sales of the company; 
for 1980-81 were Rs 458.38 
lakh (against Rs 456.31 lakh) ! 
and the net profits were 
Rs 35.36 lakh against Rs 4 ZM 
lakh. Due to the increasing; 
difficulties of operation, W*■■■, 
Patel has told the Board tit$$ 
the working results of the ,/ 
company might not show an^ ■ 
significant improvement over ! [ 
the previous level. 

Vulcan-Laval ‘ 

Vulcan-Laval has repot*!' 
ted a better performance? 
for the year ended 1981. 
sales turnover was higher 
Rs 19.35 crore against R|y, 
16.59 crore. After providing'/ 
Rs 60 lakh for depreciation;; 
and Rs 95.7 lakh for taxation*;-; 
the net profit for the year 1981"; 
amounts to Rs 97 lakh (Ri ■ 
93 lakh). 

The market both in Indt*^ 
and abroad for ihe range cf?-* 
industrial machinery manu- 


The Mysore Acetate and 
Chemicals Ltd, which the 
Government wanted to place 
under private management 
because of its chronic sick¬ 
ness since the inception, but 
kcould not do so due to oppo¬ 
sition in the legislature and 
* outside, is staging recovery 
with marked improvement in 
production and sales. Various 
factors were responsible for 
the only unit in the country 
incurring losses ye?r after 
year totalling to Rs 9.55 crore 
over a eight-year period, 
according to Mr A.B. Datar, 
Chairman and Managing 
Director. He said that the 
scale of loss had been brought 
down during 1981 to Rs 435 
lakh as a result of improved 
production and nates. 

Mr Datar said that two pro¬ 
ducts in the company's range 
of production, namely cel¬ 
lulose triacetate and cellulose 
acetate moulding granules 
fl tad found good market 
of late, mainly due to 
excise duty exemption given 
by the Centre, if used 
for aon-photographic appli- 


ncar Calcutta. The company 
will have facilities to manu¬ 
facture annually 500 tonnes 
of centrifugal castings and a 
spare capacity for produc¬ 
tion of 150 tonnes of high 
alloy steel castings by the con¬ 
ventional static casting pro¬ 
cess. The management has 
also planned to lake up in 
the second phase the manu¬ 
facture of 500 tonnes annu¬ 
ally of centrifugal cast alloy 
steel reformer tubes. 

The company has been pro¬ 
moted by the New City of 
Bombay Manufacturing Com¬ 
pany and Associates. It has 
entered into a technical colla¬ 
boration agreement with Wis¬ 
consin Centrifugal of USA, 
a reputed manufacturer in 
the field. The project is being 
financed by a share capital 
of Rs 73 lakh, rupee loans 
of Rr 129 lakh, foreign cur¬ 
rency loans of Rs 9 lakh, a 
Central cash subsidy of Rs 15 
lakh and unsecured loans 
of Rs 2 lakh from the pro¬ 
moters. The promoters and 
the West Bengal Industrial 
Development Corporation 
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lacturea oy we company 
i continued to be buoyant. Dur- 
| ing 198i, the company ex- 
I ported dairy and other machi- 
t nery to the tune of Rs 2.63 
; crore as against Rs 1.53 crore 
\ in 1980. While export orders 
; of Rs 2.37 crore arc on hand, 

\ the total of all pending 
( orders is Rs 22 crore. Hence 
' the currnt year, should turn 
| out to be good. The Direc- 
i tors have recommended a 
step up of the dividend to 17 
per cent from 16 per cent for 
1980. 

Tube Investments 

Tube Investments of India 
Limited has declared a finalj 
dividend of 10 per cent for 
the year ended December 
31, 1981. Together with the 
interim, the total dividend 
for the year is 1.8 per cent 
against 16 per cent Iasi year. 

Sales were much higher at 
; Rs 50.87 crore (Rs 35.88 
* crore). The year's operations 
resulted in a profit of Rs 
4.07 crorc (Rs 3.35 crore). 
Additionally Rs 3.64 lakh be¬ 
ing the development rebate 
reserve set aside in the pre¬ 
vious years and no longer re¬ 
quired is credited to the profit 
and loss account of the year. 
The Directors have set aside 
Rs 1.70 crore towards the 
tax and transferred Rs 40, 
lakh to investment allowance 
reserve. The balance profit 
brought forward from last 
year is Rs 33.64 lakh. After 
Rs 34.40 lakh towards inte¬ 
rim dividend at eight percent 
and Rs 43.00 lakh towards 
final dividend at 10 per cent 
Rs 1.20 crore (Rs 63 lakh) 
has been transferred to gene¬ 
ral reserve. 

Satsuvan Paper 

Satsuvan Paper Mills 
(SPML) is entering the capital 
market on March 15 with a 
fully underwritten public issue 
of 173,600 equity shares of 
Rs 10 each to part finance 
its Rs 148.40 lakh project to 
manufacture 4,400 tonnes 
per annum of MG and MF 
kraft paper from wheat straw 
at Kherli, a backward area 
in Alwar district of Rajas¬ 
than. The project is being 


nnancea oy an equity capi* 
tal of Rs 43.40 lakh, term loans 
of Rs 90 lakh and a Central 
cash subsidy of Rs 15 lakh. 

Mr Agrawal, Chairman 
and Managing Director, 
has told newsmen that com¬ 
mercial production is expec¬ 
ted to start by the end of 
March, 1982. The company 
hopes to achieve 90 per cent 
capacity utilisation in the first 
year itself, i.e. 4,000 tonnes, 
and the turnover will be 
Rs 4 crorc. The company has 
plans to double its capacity 
from 10 tonnes to 20 tonnes 
per day in 1983 at a cost of 
Rs 25 lakh. It is installing two 
diesel generators io meet its 
100 per cent prower require¬ 
ment. 

Mr Agrawal has pointed 
out that no difficulty in mar¬ 
keting kraft paper is envisa¬ 
ged as this is a ^niass consump¬ 
tion item and the demand for 
it will go on increasing. The 
kraft paper will be in the 
lange of 50 to 150 grammage. 
This is the first paper project 
in Rajasthan to utilise agri¬ 
cultural waste as raw mate¬ 
rial. It is different from other 
recent mini-paper projects 
as its plant has been manu¬ 
factured indigenously. 

Modipon 

Modipon Limited is enter¬ 
ing the capital market on 
March 22, 1982 with a pub¬ 
lic issue of 500,000- -13.5 
per cent secured redeemable 
debentures of Rs 100 each 
for cash at par. The issue is 
fully underwritten by banks 
and stock-brokers. The issue 
is being managed by the Mer¬ 
chant Banking Division of 
State Bank of India jointly 
with D.S.P. Financial Consul¬ 
tants Ltd. 

kThe object of the issue is 
to raise long term finances for 
meeting part of company’s 
working capital requirements. 
It has the following highlights: 
Preferential allotment—io r 
further issue of convertible 
debentures/bonds as and when 
made subject to necessary ap¬ 
provals. Availability of two 
schemes- an applicant can # 
avail both the schemes. (i) # 
Cumulative Scheme—Savings 


oriented win* simple imerest 
upto 24 per cent p.a. appro¬ 
ximately on the basis that 
1 per cent incentive interest 
would be payable every year 
until maturity and the entire 
interest of 14.5 per cent p.a. 
is compounded half yearly, 
subject to tax liability, if any. 
ii. Non-Cumulativc Scheme- 
Recurring income oriented— 
interest payable half yearly. 

Additional incentive inte¬ 
rest of one per cent will 
be payable for any financial 
year if the equity dividend 
exceeds 12.5 per cent in the 
immediately preceding finan¬ 
cial year. For 1980-81, com¬ 
pany declared dividend at the 
rate of 17 per cent, therefore 
incentive of one per centassur- 
cd for the first year. The is¬ 
sue is fully secured. There is 
scope for review regarding 
upward revision of interest as 
per Government policy and 
approval there is. Repurchase 
scheme at par after a year 
upto Rs 50,00,0CG p.a. It is 
redeemable in one instalment 
after seven years. 


August 19, 1965, has bei 
promoted by the house 
Mod is in collaboration wit] 
M/s. Rohm & Haas Inc." 
USA for the manufacture! 
of Nylon 6 Filament yarn. 
Later on, in 1972-73, the licen¬ 
sed capacity for the manu¬ 
facture of Nylon 6 Filament 
yarn was increased from the 
initial capacity of 1800 MT 
to 3500 MT and the company 
obtained a licence for manu¬ 
facture of 360 MT of Polyes¬ 
ter Filament yarn, presently, 
the licensed capacity for 
Nylon 6 and Polyester Fila 
ment yarn is 4760 MT and 
576 MT per annum respec¬ 
tively. Today the company 
is one of the leading synthetic 
yarn manufacturing units 
India. 


Initial issued & subscribed 
capital of Rs 200 lakhs divi¬ 
ded into 20 lakhs equity shares 
of Rs 10 each stands enhanced 
at Rs 700 lakhs after two 
bonus Issues made in 1974- 
75 and 1980-81 in the ratio 
of 3:4 and 1:1 respectively. 


TAMILNADU MAGNESITE PRODUCTS 
LIMITED 

Subsidiary of M/s. Tamilnadu Magnesite Limited 
(a Government of Tamilnadu Undertaking) 

119, GREEN WAYS ROAD, FAIRLANDS, SALEM-636004. 
Grams: ‘CLINKER’ Phone : 

TENDER NOTIFICATION 
for sale of CALCINED MAGNESITE & DEAD 
BURNT MAGNESITE 
Sealed tenders arc invited in the prescribed form for 
the sale of Calcined Magnesite and Dead Burnt Magnesite 
during the period from 1st April, 1982 to 3J$t March, 1983. 
Separate tender documents for Calcined Magnesite and 
Dead Burnt Magnesite can be had from the (Company on 
payment of Rs 10/- each (non-refudndable) by Money Order/ 
Crossed Indian Postal Order or Bank Draft drawn in favour 
of the Company on any Scheduled Bank in Salem. If the 
tender documents are required by post, an additional 
amount of Rs 5/- is to be sent by intending tenderers to 
cover the postage. Completed tenders will be received 
upto 3.00 p.m. on 24th March, 1982 and the tenders will be 
opened on the same day at 4.00 p.m. The sale of tender 
documents will be closed on 23rd March, 1982. 


5 '$ 


Interested parties may apply for tender documents 
with remittance. 


MANAGING DIRECTOR f 
Place: Salem, * 

Dated : 03.03.1982. 


DIPR : 10514/82-9/MAC 
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HMT watch 
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something extra-special 


If you've the inclination, 
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bulk orders. And a whole lot 
more. Engraving on the back 
Of watches. Sending them 
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Or anything else you’d care to 
i| suggest 
3 Try us. 

'■I With our range of watches, 

'! everything is possible. And we 
j can supply as many as you 
1 need We II mall you our folder 
, i if you write in to 

I HMT Limited 
Watch Marketing OtvMon 
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60 / material saving through new technology. 

Three fold benefits: The cold extrusion project 

material savings, produc- of Sundram Fasteners at 
tivity increase and better Hosur, already a commercial 
metallurgical properties are venture, is set for rapid 
the results of application of growth, 
cold extrusion technology 
for manufacturing this 
stainless steel protective 
sleeve for fuel injection 
nozzles. 

Cold extrusion is an 
advanced technology which 
replaces conventional 
metal removal by metal 
forming. 

By moving metal instead of 
removing it substantial 
material savings are achieved 
during mass production of 
complex components. country. Padi» Madras 600 066 


Simultaneously, Sundram 
Fasteners is also entering 
into another high technology 
field-powder metallurgy. 
This will once again contri¬ 
bute to material economy 
and production of compo¬ 
nents of intricate design. 

This diversification is part 
of the Company's plan for 
the utilisation of high 
technology opportunities, 
both for itself and for the 
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Sundram Fasteners: 
an investment in high technology. 
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Pranab Mukherjee Muddles Through 

Swaminathan S. Aiyar 


Whathvhr HAPPiiNPD to public relations 
budgets 9 Mr R. Venkataraman had 

vised a completely new budgetary 
style for the present Government. For 
two years in a row he picked the pocket 
of the public without their really noticing 
it, and received warm applause for his 
minor give-aways which were skilfully 
selected to win the maximum possible 
applause while sacrificing the minimum 
possible revenue. Many economists 
sneered at this legerdemain. But budget- 
making is by no means a strictly eco¬ 
nomic exercise. Tt is above all a political 
task, and any good salesman will tell 
you that a political product must be 
beautifully packaged if the public is to 
buy it. Mr Venkataraman was a sales¬ 
man par excellence and sold two succes¬ 
sive budgets so skilfully to the middle 
class that the memory of the applause 
still lingers. 

Mr Pranab Mukherjee’s budget, by 
contrast, has been greeted with groans, 
surly non-comprehension, several brick¬ 
bats and only a few bouquets. This 
is not because his budget is very diffe¬ 
rent in its approach from the two 


Venkataraman budgets. Il is merely 
that Mr Mukherjee is a poor public 
relations man, and does not know how 
to package his offerings. What, after 
all, was the Venkataraman approach ? 
It was to mobilise resources mainly 
outside the budget. This was not just 
a personal brainwave of Mr Venkata¬ 
raman but an overdue economic reform 
specifically provided for in the Sixth 
Plan. The Plan document noted that 
taxation had already reached almost 20 
per cent of GNP, a very high percentage 
for such a poor country. It felt there¬ 
fore that resources for the Plan would 
have to be raised not mainly by addi¬ 
tional taxation but by more realistic 
public sector pricing, and a gradual 
abolition of subsidies. In practice sub¬ 
sidies have not been abolished. In fact 
they have continued to rise, and it is 
only the rate of their rise that has been 
checked. But there has been an un¬ 
mistakable shift to raising administered 
prices in order to augment revenue. 

Just before the 1980 budget, the 
Government raised oil and fertiliser 
prices tod railway rates to the tune of 


Rs 3000 crores in a full year. Much of 
this was merely compensation for higher 
international prices of oil and fertilise?** 
but a substantial chunk represented 
additional resource mobilisation. This: 
enabled Mr Venkataraman to come up: 
with a relatively light budget, replete 
with minor tax concessions on middle 
class items like toothpaste. And he was 
duly rewarded with middle class cheers. 

He then staged a repeat performance 
in 1981. Once again there was a pre¬ 
budget hike in the price of petroleum 
products, coal, steel and railway rates 
amounting to Rs 2,500 crores in a Ml 
year. And this was followed by a 
budget graced by income tax cuts and 
other concessions. The middle class 
went delirious with delight.' 

Mr Pranab Mukherjee’s budget is in 
many way similar. Once again there j 
were pre-budgetary increases in railway 
and postal rates netting almost Rs 700 
crores in a full year. The sharp rise in 
oil prices in June 1981 made further 
increases in this area unnecessary. Mr 
Mukherjee proposed net additional 
taxation of Rs 533 crores*—a figure quite: 
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poraparable with Mr Vonkataraman’s 
^imposts. And he too came out with a 
* Jong list of give-aways—he abolished 
v the excise duty on items of interest ta 
the common man, like pencils, ball¬ 
point pens, erasers, water coolers, 

' thermos flasks, spectacles and tooth¬ 
brushes. 

t Why then has public reaction to the 
! Mukhcrjec budget been so different from 
Jits cheers for the two Venkataraman 
budgets ? One reason, of course, is poor 
{ packaging. Another is muddled thinking, 
resulting from the absence of Mr 


Venkataramn’s finely tuned ear. And 
a third reason is the IMF loan. 

Having been flummoxed by Mr 
Venkataraman twice in a row, Opposi¬ 
tion politicians were determined to flay 
the 1982 budget as a bastard child of 
the IMF, conceived in sin and born in 
disgrace. Mr H.N. Bahuguna was 
cynical enough to formulate his reaction 
to the budget, cyclostyle his statement 
and distribute it to the press even before 
the budget was presented. His state¬ 
ment read as follows. “The budget is 
a total betrayal of the common man. It 


looks Westward instead of Inward. 
It will stoke all-round inflation and add 
to the misery and loot of the kisan, the 
landless and the middle classes. This 
is a rich man’s budget. It is a stab in 
the back of our self-reliance'in favour of 
IMF policies.” 

As a piece of political packaging, Mr 
Bahuguna’s statement was masterly. It 
was short and succinct, it was general 
enough to cover any possible budgetary 
proposals and yet pointed enough in 
denunciation. But it was really al 
packaging and very little substance, as 


Budget at a Glance 

(In crores of rupees) 



1981-82 

1981-82 

1982-83 


Budget 

Revised 

Budget 

j REVENUE 

RECEIPTS 



Tax Revenue 

Less-States' Share of Tax 

14668 

15754 

17614 

+533* 

4131 

4274 

4716 

; Revenue 




+63* 

Net—Centre's Tax Revenue 

10537 

1H80 

12898 

+470* 

Non-Tax Revenue 

3790 

3893 

4233 

Total—Centre's Revenue 

14327 

15373 

17131 

4-470* 

CAPITAL RECEIPTS 



Loan Recoveries 

1950 

2240 

2513 

Market Loans (Net) 

2800 

2900 

3200 

Special Bearer Bonds 

800 

875 


External Loans (Net) 

1000 

1060 

1472 

Other Receipts 

2455 

2406 

2818 

+250* 




Total—Capital Receipts 

9(H) 5 

9481 

10003 

+250* 




, Total Receipts 

23332 

24854 

27134 

+720* 

Overall Deficit 

1539 

1700 

2085 


-720* 


1365 



1981-82 

Budget 

1,981-82 

Revised 

1982-83 

Budget 

REVENUE DISBURSEMENTS 


General Services 

4591 

4588 

5606 

Defence Service* 

3794 

4136 

4599 

Social and Community Services 

1073 

1091 

1253 

Fconomic Services 

2961 

3153 

3405 

Grants-m-aid to States* etc. 

2880 

2980 

3364 

Total Revenue Disbursements 

15299 

15948 

18227 

Revenue Surplus-f- 
Deficit 

(—)972 

(—)575 

(->1096 
(+) 470* 

CAPITAL DISBURSEMENTS 



General Services 

74 

32 

257 

Defence Services 

406 

464 

501 

Social and Community Services 

203 

1821 

185 

Economic Services 

3403 

3556 

3768 

Loans and Advances 

5486 

6372 

6281 

TotaL -Capital Disbursements 

9572 

10606 

10992 

Total Disbursements 

24871 

26554 

29219 


♦Effect of Budget proposals. 
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C.P.O Box 1144, Seoul. Korea. Telephor 
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[can only be expected froifi a reaction 
formulated without knowing what the 
[budget was going to say. The wh^le 
j event sums up the bankruptcy of the 
'Opposition’s ideas. Composed as it is 
| of a bunch of opportunists, it can only 
j think of mouthing set phrases whether 
i they are relevant or not. 

| Untenable Suggestion 

It is nonsense to suggest that the 
\ budget has been framed at the dictate 
of the IMF. But it is equally silly to 
pretend that the influence of the IMF 
in. budget-making has been zero. The 
Opposition has been trying to paint a 
picture of the IMF thrusting certain 
policies down the Government’s throat. 
In fact virtually all these policies arc 
already part and parcel of the Sixth 
Plan. There is a convergence between 
the ideas of the IMF and Sixth Plan, 
and it would be as fatuous to suggest 
that the Sixth Plan policies have been 
laid down by the IMF as to suggest that 
IMF policies have been laid down by the 
Sixth Plan. Given the common outlook 
of the two, there is no point in trying to 
reclassify Sixth Plan policies as IMF 
policies. 

At the same time, it is disingenuous for 
the Government to pretend that it would 
have done exactly the same things in the 
absence of the IMF loan. The truth is 
that the Government has persistently 
flouted its own Plan norms for political 
expediency. It has time and again 
breached ceilings on deficit financing, 
.funked resource mobilisation, and paid 
little heed to tardyjjimplementation. The 
Government has sabotaged Plan after 
Plan. If it is now suddenly swearing 
by Sixth Plan norms, it is because of 
the IMF. This is not a case of the IMF 
imposing its policies on the Government. 
It is a case of the IMF imposing the 
Government’s own policies on the 
Government. 

The Government is quite determined 
to get future instalments of the IMF 
loan. Hence it cannot afford to relax 
and lapse into its usual drift. The USA 
continues to oppose future instalments, 
and the Government wants to make 
quite sore it gives the USA no handle 
to use. Hence it is vigilant in enforcing 
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economic discipline, even to the point, 
of overkill. The IMF has strengthened 
the hand of those persons in the Govern¬ 
ment who have always been in favour 
of stern discipline, and weakened those 
who argue for political expediency. The 
cumulative impact of this is substantial. 

Look at the December increase in 
Railway freight rates. At the time, it 
looked as though the Railways would 
end 1981-82 with a deficit of Rs 80 
crores. This would by no means have 
been a large deficit. Railway deficits 
have frequently run into hundreds of 
crores of rupees. And yet the Govern¬ 
ment was so keen on avoiding a deficit 
this year that it hiked freight rates quite 
savagely with barely two months to go 
for the Railway budget. Telephone and 
telex rates were also raised to net Rs 100 
crores barely a month before budget 
time. Had there been no IMF ceilings 
to worry about, the freight hikes would 
probably have been postponed till the 
Railway budget, and the telephone hikes 
till the general budget. This would have 
been considered politically expedient. 
But we have now stopped thinking in 
terms of political expediency, and look 
to mundane things like cash flow and 
monetary ceilings. This is certainly the 
result of the IMF loan. The IMF has, 
in effect, given our economy a gentle 
nudge in the right direction. And, as 
the Governor of the Bank of England 
has said, a gentle nudge is as close to 
bliss as economics can get. 

Deficit Reduced 

Mr Mukhcrjee has cut the budgetary 
deficit by almost a quarter, to Rs 1365 
crores. Had there been no IMF loan, 
he would have been tempted to indulge 
in a far bigger deficit. There have been 
two fair monsoons in a row, inflation 
has been checked, and there are signs of 
sectoral demand recession. A large 
deficit would have been an easy way out; 
and there is no shortage of perfect¬ 
ly respectable economists who would 
have urged such a course. But the 
IMF has gently nudged the Government 
towards its Sixth Plan ^professions, and 
so the deficit has been slashed. 

Nudging does not always work. Sub* 
sidies in the budget have actually gone 
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up slightly. But the IMF is tuft going 
to get worked up about this/ It is used 
to dealing with Governments which 
devote up to half the budget and 10 per 
cent of GNP on subsidies. India limits 
budgetary subsidies to less than 2 per 
cent of GNP, and not even tlte IMF is 
Inclined to argue that this is criminally 
high. 

Shift in Policy 

There is one other aspect of the budget 
where IMF nudging may have been 
relevant. Mr Mukherjee has given 
notice of India’s intention to continue 
with a liberal import policy. This is cer¬ 
tainly one of the IMF’s conditions. But 
Mr Mukherjee has also increased auxil¬ 
iary customs duty by five percentage 
points to net a massive Rs 290 crores. 
On the face of ft, this goes against the 
IMF philosophy. In fact the higher 
duties are a preparation for a liberal 
import policy. The Government intends 
to shift away from non-tariff protection 
towards tariff protection. Thus it will 
lift many administrative controls on 
imports, leaving it to high duties to 
curb excessive imports. In the bargain 
the Government will reduce adminis¬ 
trative expenditure and net more revenue 
- something the IMF can hardly dis¬ 
approve of. 

The criticism of muddled thinking in 
the budget is far more valid than that 
of IMF dictation. Indeed, it almost 
looks as though Mr Mukherjee deli¬ 
berately decided to make some socialis¬ 
tic gestures to prove that he was no 
tool of the IMF. He pointedly refrain¬ 
ed from giving any relief in corporate 
tax. And he increased the income tax 
rates in two of the upper slabs by 2.5 
per cent. The increased tai rate will 
bring in a miserable Rs 3.4 crores in a 
full year. By contrast, income tax 
receipts were Rs 76 crores higher than 
budgeted despite the concessions given 
last year. It would seem that Mr 
Mukherjee has decided on this count 
at least to go for populism rather than 
common sense. Tax rates on personal 
income continue to be so high as to kill 
honesty, and on corporate income high 
enough to put a brake on investment. 
His decision to float 7 per cent tax-free 



bands is an implicit precognition of the 
fact that people can be persuaded to 
reveal their black money only by some 
such escape hatch. But if indeed there 
is a rationale for funneling black money 
into public savings, surely there is just 
as great a rationale for funneling black 
money into corporate savings, and for 
that matter all savings. Mr Mukherjee 
has found a way to raise Rs 250 crores 
for the public sector Plan. But he 
cannot forget that there is also a private 
sector plan. How that is to be financed 
is something he has never explained. Tt 
would fiave b&ch far more logical to 


exempt all savings from income tax. 
The logical corollary would be to abolish 
wealth tax, which is a tax on accumu¬ 
lated savings. No doubt this would 
cause a big revenue loss, of perhaps 
Rs 900 crores. But this loss would be 
recouped within a few years by funneling 
more money into legitimate investment 
and production (one-third of the value 
of all production constitutes indirect 
taxes). 

The increase in bank rates for deposits 
less than three years can make only a 
marginal difference to savings. And it 
is doubtful if the combined impact of 


his many new schemes—the savings 
certificate, higher tax exemption for 
income from dividends and bank interest, 
life insurance and provident fund contri* 
butions, and speeial features for Indians 
abroad —will have a dramatic impact on 
overall savings. It is well known that 
the savings rate has fallen for two yeanr 
in a row, upsetting Sixth Plan assump¬ 
tions of a 33 per cent marginal savings 
rate. But the main reason for the fall 
in savings has been the poor performance; 
of the Government. The savings of 
administrative departments of the 
Government fell from Rs 2670 crores in 


Details of Capital Receipts 





(In crores 

of rupees) 



1981-82 

1981-82 

1982-83 



Budget 

Revised 

Budget 

1. 

Market Loans 

2800.25 

2900.25 

3200.46 


Gross Borrowings 

3087.00 

3187.00 

3566.00 


Less-Rc payments 

286.75 

286.75 

365.54 

2. 

Special Bearer Ronds 

800.00 

875.26 


3. 

External Loans 

1000.23 

1059.94 

J 472.27 


Gross Borrowings 

1421.01 

1486.78 

1925.54 


Less-Repaymenl s 

420.78 

426.84 

453.27 

4. 

Recovery of Loans and 
Advances 

1950.00 

2240.00 

2513.00 


State and Union territory 
Governments 

JJ77.00 

1368.00 

1643.00 


Others 

773.00 

872.00 

870.00 

5. 

Small Savings 

1250.00 

1300.00 

1400.00 

6. 

Provident Funds 

320.00 

320.00 

330.00 

7. 

Special Deposits of Non- 
Government Provident Funds 

Other Rcpei)pt$ 

610.00 

675.00 

700.00 

8. 

274,41 

s 1 * f' J * 1 ft 

no.16 

-. 

387.65£ 
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-1-250.00* 


O * , 1 

TotaI~~Capital Receipts 

9004.89 

9480.61 

10003.38 


V, ‘ ' -S l 



+250.00* 


♦Receipt from Capital Investment Bonds. 

£lncl\ides Rs. 161.23 crores on account of securities for 
subscription to IMF. 


Details of Capital Disbursements 

(in crores of rupees) 

1981-82 1981-82 1982-83 

Budget Revised Budget ; 


1. General Services 480,29 495.70 757.77* 

Defence Services 405.94 464.32 501.30 ' 

Other General Services 74.35 31.38 256.47* 

2. Social and Community Ser¬ 
vices 202.52 182.19 185.43 

3. Economic Services 3402.97 3556.33 3767.75 

General Economic Services 153.83 279.17 220.15 

Agriculture and Allied 

Services 419.96 146.29 185.01 

Industry and Minerals 1430.99 1470.04 1807.16 

Water and Power Develop¬ 
ment 530.96 510.06 592.23 

Transport and Communi¬ 
cations (Other than Railways 

and Posts and Telegraphs) 320.03 313.94 296.43 

Railways 4482.00 599.7 554.00 

Posts and Telegraphs 65.20 237.56 112.77 

4. Loans and Advances 5485.73 6371.50 6281.01 

Loans and Advances to State 
and Union territory Govern¬ 
ments 3318.51 3611.63 3972.93 

Loans for Social and Com¬ 
munity Services 38.14 36.71 58.89 ; 

Loans for Economic Services J 893.53 2405.36 2024.35 

Advances to ForcignGovern- 

ments 147.08 218.27 126.79 ; 

Other loans 88.47 99.53 98.0^ j 

Total Capital Disbursements 9571.51 10605.72 10991.96 


♦Includes Rs 161.23 crores on account of subscription 
to IMF in the form of securities. 
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1999-80 to Rs 1863 crores in 1980-81, 
according to the CSO quick estimates. 
The CSO has noted that the 1980-81 
figure may be revised upwards when 
final accounts arc received. But even so, 
public savings arc faring very badly 
compared to household and corporate 
savings. Mr Mukherjce will accomplish 
more by stieamlming Government 
departments and extracting surpluses 
through efficiency than out of odd tax 
incentives here and there to individuals. 

Goodies Denied 

The corpaiate sector was expecting 
some goodies from Mr Mukherjec and 
has been sorely disappointed. Capital 
posts are galloping upwaids, deprecia¬ 
tion provisions ate hopelessly inadequate 
to replace equipment and corporate 
margins are being squeezed by rising 
costs and demand resistance. Mr Mukhcr- 
jee has provided an excise duty icbate 
Tor additional pioduction in a selected 
list of industries This will be of only 
marginal help the industries in question 
have a good incentive in any case to 
maximise production. The two ateas where 
Mr Mukhcrjee has given something subs¬ 
tantial to industry are exports and 
cement. 

With the partial decontrol of cement, 
one of the last major black money 
channels has more or less been plugged 
(the black premium has virtually dis¬ 
appeared from steel, liucks, coal and 
io on). The rise in excise and customs 
iuty on cement was to be expected, and 
will fetch the Government just under 
R,s 200 crores per year. Cement com¬ 
panies will now have plenty of money 
to expand, and the industry has been 
made so attractive that one can look 
forward to India becoming a cement 
exporter (instead of an importer) within 
five or six >eais. The public sector also 
benefits in two ways—the Cement Cor¬ 
poration will now be able to finance its 
awn expansion and the exchequer will 
get so much revenue from cement com¬ 
panies by way of corporate tax (apart 
from excise and customs) that funds will 
pe available m a growing stream for other 
Plan projects. 

Budgetary supoort will drop from 
73.2 pet cent of Plan outlay m 1981-82 
to 66.8 per cent in 1982-83. This re¬ 


flects the very healthy decision to shift 
away from taxation to realistic pricing 
policies as the principal means of raising 
investment funds. The oil sector in 
particular can now finance just about all 
its massive investment through internal 
accruals and foreign borrowings. The 
price of coal has been raised several 
times without getting Coal India out of 
the red, but at least Central Coalfields 
now makes a profit of more than 
Rs 100 crores. SAIL is likely to show 
a tidy surplus in 1981-82. Recourse to 
commercial borrowing means that 
Orissa alumina and steel plants will 
be financed outside the budget, save 
for some support facilities. The Rail¬ 
ways have inci cased freight rates and 
passenger fares (save suburban ones) to 
economic levels, and are at last providing 
decent amounts for depreciation. 

States Upset 

This strategy his upset the State 
Governments. In the old days, when 
taxes were the principal instrument of 
resource mobilisation, the States got a 
big chunk of all direct taxes and excise 
duty levied by the Centre. But when 
public sector prices are increased, this 
hits the States, which have to spend 
much more on fuel, transport and stores. 
Indeed, the Tamil Nadu Finance Minis¬ 
ter has claimed that his State is suffer¬ 
ing to the tune of over Rs 200 crores 
because of higher public sector prices. 
The straightforward answer to this must 
be that nothing prevents the States 
from raising their prices too. Electricity 
rates, bus fares in State transport cor¬ 
porations and irrigation water rales 
have long been priced below cost. The 
Centre has shown the political will to 
raise its rates. So must the States. They 
are scared of raising resources in this 
manner. But the Centre has now got tough 
and slashed the Plan outlay of States 
which fail to raise their due share of funds 
This is a salutary form of discipline. 

One area where the States have a 
legitimate grouse is the recent emphasis 
on customs duty. Unlike direct taxes 
and excise, customs duty accrues to the 
Centre alone and is nof shared with the 
States. In the last few years, customs 
rates have been hiked so that realisations 
in 1982-83 will be twice as much as 


' ■" * v 

they were tout years previously* Cus¬ 
toms duties now amount to over 
Rs 4,500 crores in a year, which is half 
the value of non-oil imports. This is 
surely an excessive tax base. It distorts 
domestic production costs and makes 
the business of export much more diffi¬ 
cult. High duties on capital goods 
inject a permanent dose of inflation into 
the structure of production which can 
never be made good by drawbacks or 
cash assistance. Mr Mukherjee says he 
is serious about exports. But he seems 
unaware of the close link between im¬ 
port duties and exporting ability. 

Still, Mr Mukherjce has rendered 
yeoman service to exporters by providing 
that units in free trade zones can now 
sell up to 25 per cent of their output in 
the domestic market after payment of 
duties This v an essential reform. The 
export maikct is tricky and volatile, and 
every units needs a home b.ise to protect 
it against the vagaries of the world 
market 1 here remains a grey area. Last 
year, the Government dec teed that any 
unit anywhere m the countiy could be 
given the same treatment as jii a free 
trade zone if it exported all its output. 
Does this mean that any unit exporting 
75 per cent of its output will now qualify 
for special treatment 7 This has not 
been officially clarified yet, but one hopes 
that this is indeed the case. 

GATT Code 

Mi Mukhcrjee’s other measures—in¬ 
come tax concessions for expoiters in¬ 
creasing their foreign sales by more than 
10 per cent, and tax exemption for a 
quartet of the foreign profits of cons¬ 
truction companies—look like a viola¬ 
tion of GATr. Tndia is a signatory to 
the many GATT codes, including the 
one on subsidies. And this specifies that 
any income tax concessions will be treated 
as subsidies, and will invite countervail¬ 
ing duties from importing nations. One 
hopes Mr Mukherjee has not raised an 
unnecessary hoi net’s nest GATT code 
permits several other types of subsidy (on 
fuel, transport and storage) which would 
be a more appropriate means of reward¬ 
ing the exporter. 

The Finance Minister has fiddled 
around with duties on textiles. But he 
wants to do so many things at the same 
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timeand withso little fotceor conviction 
that he has, in essence, given a little with 
^one hand and taken it away with another, 
leaving the situation much as it was 
before. The textile industry is in a se¬ 
rious crisis. Even the long Bombay strike 
has not lifted cloth prices to remunera¬ 
tive levels, and it is certain that many of 
the 40 closed mills will never re-open 
again (unless the National Textile Cor¬ 
poration is willing to take them over.) 

Advantage Offset 


almost lost in the welter of other para¬ 
graphs. Mr Venkataraman would have 
split the concessions into a long series of 
paragraphs, highlighting each giveaway. 
He would have cut short the endless list 
of other minor changes. He would have 
given some relief to the corporate sector 
at little cost to revenues. And he would 
have been applauded as an economic 
messiah. Mr Mukherjee has muddled 
through in his maiden budget, and needs 
to take a tip or two from Mr Venkata¬ 
raman for his next effort. 


cent. Even the 27 per cent rise in Central 
Plan outlay is exaggerated, as it relates 
to the increase over the 1981-82 Plan esti¬ 
mates. In fact revised estimates for 1981- 
82 have exceeded the original provision, 
by over R$ 600 crores. Compared with 
this, the rise in 1982-83 Central Plan 
outlay is only 19 per cent, virtually the 
same as the 18.8 per cent rise in 1981-83; 
revised estimates over the 1980-81 revised, 
estimates. Wc do not know yet how? 
State plans have fared in 1981-82, BtttC 
if they have not suffered major shortfalls* 


The duty on polyester blended yarn 
has been cut, but this has been offset 
in large measure by stiffer taxes on 
blended cloth. The duty on blended 
>yarn with up to 15 per cent polyes¬ 
ter has been raised, and on blended 
yarn with 16 to 50 per cent polyester 
has been cut. But at the end of it all, 
the 15 per cent yarn remains much 
cheaper, and will encourage mills to hood¬ 
wink consumers by having a blend of 
15 per cent polyester and 85 per cent 
viscose. This blend is of very poor dur¬ 
ability and is not crease-resistant, but un¬ 
scrupulous mills arc selling it as a high 


The Finance Minister has made a lot of 
play of the 27 per cent increase in the 
Central Plan for 1982-83. He has sought to 
use this as the centre-piece of the budget 
(if indeed such a long and confused list of 
changes can be said to have a focal point 
at all). The Sixth Plan is now in its 
third year, and a big jump in outlay is 
essential if targets are to be met. Thus 
Mr Mukherjee has presented his budget 
as a public sector budget, a Plan budget. 
Alas, his figures are grossly exaggerated. 
The sharp rise in the Central Plan can¬ 
not cloak the scarcity of funds for State 
Plans. Putting the. Cent re and States 


in spending, it means that the growth ofT 
outlay in the 1982-83 Plan may actually;/ 
be smaller than in 1981-82. So much fof 
the great leap forward. However, one mor$ 
point has to be borne in mind. Rising;; 
costs in 1981-82 eroded the real value of$ 
outlay. Now that prices seem to have 1 
stabilised, inflation will not erode the,; 
real value of Plan outlay in 1982*83*;; 
Thus in real terms we may in fact see a| 
fair amount of improvement. Much 
pends on the maintenance of price stably; 
lity, which in turn depends on the raint 
gods. One drop of rain is still worthy 
a thousand budgetary proposals or plan-*', 


quality polyester-synthetic mixtuie, and 
gullible customers are falling for it. Mr 
Mukherjee has increased the duty on 
acrylic fibre, and also on viscose staple 
fibre, while lowering it on high wet 
, modulus fibre. The policy will not serve 
at all to bring about a rational use of 
Vfibre. Polyester fibre is as cheap as vis¬ 
cose in the international market but is 
six times as durable. It is much cheaper 
than medium staple cotton. In a poor 
country like India, polyester rather than 
cotton or viscose should be the common 
man’s wear. And yet, despite endless 
tinkering, we have institutionalised a 
system where polyester has been made 
the rich man’s cloth (through fantastic 
duties) while cotton is paraded as the 
poor man’s cloth. 

Mr Mukherjee has produced a good 
long list of give-aways. He has abo¬ 
lished the excise duty on pencils, erasers, 
ball-point pens, water coolers, spectacles, 
r toothbrushes and other items of interest 
to the common man. But this has fallen 
flat on the public as Mr Mukherjee does 
not know how to package his goodies. 
He has packed the whole lot of conces¬ 
sions into a single paragraph, which is 


together, the rise in outlay is only 21 per ning reviews. 
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Taxation Proposals : A Critique 

R. C. Ummat 


With the deficit in the 1982-83 Central 
Budget at the existing rales of taxation 
estimated at Rs 2,085 crores, the Union 
Finance Minister, Mr Pranab Mukherjee, 
admittedly had to go in for a fairly heavy 
dose of taxation if deficit financing was 
to be contained. Deficit financing, indis¬ 
putably, is regressive in its impact on 
^ different sections of society. If resorted 
to in a large measure, it accentuates in¬ 
flation. Mr Mukherjee apparently would 
not have negated the efforts which have 
brought down the rate of inflation during 
the 12 months to February-end to just 
around 2.6 per cent from approximately 
16 per cent in the previous 12 months and 
over 23 per cent a year earlier. 

The net additional revenue attempted 
to be mobilised by the Finance Minister 
through taxation is Rs 535 crorcs. The 
share of the Centre in this is Rs 470 
crores and that of the States Rs 65 crores. 
This entire amount is to accrue from the 
modifications proposed in indirect taxes. 

• The changes made in direct taxes will en- 
r tail a loss of revenue to the lune of Rs 91 
crores. The reliefs granted in indirect 
taxes aggregate io Rs 131 crores. The 
gross additional revenue endeavoured to 
be raised totals Rs 757 crores. 

Marked Departure 

Mr Mukherjee* thus, has followed his 
predecessor Mr R. Venkatraman, in his 
resource mobilisation effort. In a mark¬ 
ed departure from the practice followed 
since the dawn of the planning era to 
raise additional revenue from both direct 
and indirect taxes, he has sought to 
mobilise resources only through indirect 
imposts. 

Here too, like the last year, there has 
been a Afajor endeavour in the field of 
customs duties. They are anticipated to 
yield a net additional revenue of 
Rs 391.35 crores. The net additional 
receipts from the Union excise duties will 


be Rs 196.18 crores. Another Rs 2.30 
crores will accrue from the medicinal and 
toilet preparations excise, of which the 
sole beneficiary are the States and Union 
Territories. About Rs 5 lakhs will be the 
yield under “other heads”. 

This mode of raising additional reve¬ 
nue has prompted criticism in certain 
circles that the resource mobilisation 
efforts of Mr Mukherjee and Mr Venkata- 
raman have not benefited the States 
much. The rasing of revenue from Union 
excise duties had not been of the order it 
used to be. The Centre, it is alleged, has 
gone in for mobilising larger resources 
from customs duties which are not share¬ 
able with the States. The concessions 
granted in direct taxes also have con¬ 
siderably eroded the States' share in the 
Central revenue. The criticism, however, 
is hardly tenable. 

Central Assistance 

A perusal of the budget documents 
reveals that not only Central assistance 
for the plans of the States and Union 
Territories has been stepped up in terms 
of the Planning Commission’s formula, 
which is subscribed to by the States, but 
also the so-called sacrifice of revenue 
from income-tax on the part of the States 
has not been very significant. The cen¬ 
tral assistance to the next year's plans of 
the States and Union Territories has been 
put at Rs 4,002 crores, as against the 
1981-82 budgetary provision of Rs 3,462 
crores, which, according to the revised 
estimates, has been exceeded by Rs 200 
crores. The buoyancy in the Central 
revenue, both in the direct taxes and 
excise duties shareable with the States, 
is reflected in sizoably increased revenue 
accruing to them. For instance, as against 
the budgetary estimates of Rs 3,084.78 
crores for the current year, the revised 
estimate puts the receipts of States under 
Union excise duties atRs 3,240.28 crores. 


At the existing rates of taxation, the| 
States’ share in union excise duties would \ 
have gone up next year to Rs 3,558.9t | 
crores. Another Rs 102.03 crores will f 
accrue to them on account of the 
fications effected. Of this, Rs 99M% 
crores will accrue under the Central f 
excise duties and Rs 2.3 crores under the ^ 
Medicinal and Toilet Preparations (Ex* 
cise Duties) Act. 

.. 

States’ Share 

1 ' i’i' 

Under the direct taxes shareable 
with the States, the revised estimates ^ 
reveal that the State Government*^ 
will be receiving during l98l-83f|i' 
significantly more revenue from estate,! 
duty though the receipts from income-tax'? 
will be somewhat less than the budgeted^’ 
figure. The raising of the exemption;! 
limit under income-tax to Rs 15,000^ 
assessable income per annum and the . 
minor other modifications made in tbi^f; 
legislation last year were expected to!-;!,’ 
involve a loss of Rs 85.61 crores to the 
States. Rut even then they were to receive:, 
this year Rs 1,029.11 crores, as against. ^ 
the revised estimate of Rs 1,001.97 crores;. 
and the budget estimate of Rs 932.2 crores^; 
during 1980-81. The increase in revenue? 
despite the concessions was expected to'. 'j 
result from the raising of States’ share to !; 
85 per cent under the recommendations.'"' 
of the seventh Finance Commission. 

Revised estimates put receipts of States;;! 
from income-tax this year at Rs 1,016.881; 
crores, but next year their share on the|l 
existing taxation rates has been assessed?! 
atRs 1,142.28 crorcs. The concession*' ? 
granted by Mr Mukherjee in the form ofi ?j 
raising the standard deduction upto 
Rs 20,000 incomes per annum from 2^, 
to 25 per cent, the house rent payable. 4 
and the savings entitled to rebate under! 
income-tax, will result in a loss to the '; 
States to the tune of Rs 35.90 crores, ,' ! j 
after taking into account the stepping up :• 
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by 2.5 per cent in the marginal tax rates 
on incomes beyond Rs 60,000. 

The States* receipts under estates duty 
during the current year arc expected to 
be around Rs 16.5 crores, as against the 
budget estimate of Rs 12.81 crores. This 
revenue next year is estimated around 
Rs 14.34 crores. It is likely that if the 
Estate Duly Act is not amended in the 
course of the year, as proposed by Mr R. 
Venkata raman, States* share in the re¬ 
ceipts from estate duty will exceed this 
year’s revised estimates. The amend¬ 
ment to the Estate Duty Act had been 
proposed for putting this legislation at par 
with the Wealth Tax Act. But the State 
Governments have been dragging their 
feet on the proposal with the result that 
Mr Mukherjee has not been able to pro¬ 
pose any change in the existing statute. 

Income-tax receipts can be expected to 
show buoyancy during 1982-83. Conse¬ 
quently, the States may not be losing 
that much as is envisaged. A small sum 
of Rs 82 lakhs will be lost by the States 
also as a result of the modification pro¬ 


posed in the Hotel Receipts Tax. But 
they should gain considerably in an in¬ 
direct manner from increased tourists 
traffic. Taking the total transfer of re¬ 
sources from the Centre to the States, it 
is apparent that States* interests are not 
being ignored by the Centre. 

The direct taxation proposals of Mr 
Mukherjee, though entailing an erosion 
of about Rs 90 crores in the revenue 
despite additional receipts to the tune 
of Rs 2.43 crores next year (Rs 3.24 cro- 
rcs in a full year) as a sequel to the rais¬ 
ing of the marginal income-tax rate from 
50 per cent to 52.5 per cent on incomes 
ranging between Rs 60,031 and Rs 70,000 
and from 55 per cent to 57.5 per cent on 
the slab of Rs 85,001 to Rs one lakh, 
have fallen much short of expectations. 
As mentioned above, the promised 
amendment of the Estate Duty Act to 
bring it at par with the Wealth Tax Act 
has not been proposed. It, of course, 
may follow during the course of the 
year on receipt of concurrence from the 
State Governments that have been rc- 


minded of Mr Venkataraman*s assurance 
to this effect last year. The generally 
anticipated increase in the exemption 
limit from income tax from Rs 15,000 
(to which level it was scaled up last year) 
too has not materialised nor has any 
adjustment been effected in the income- 
tax rates structure except raising the 
marginal tax rates on annual incomes 
beyond Rs 60,000. Hopes for these con¬ 
cessions had arisen because of the pro¬ 
nouncements of the Prime Minister, Mrs 
Indira Gandhi, on the budget-eve that 
the middle income groups will be provid¬ 
ed adequate relief from the hardship 
they have been subjected to in recent 
years following sharp rise in prices. The 
modifications suggested by the Estimates 
Committee of Parliament in the Wealth 
and gift taxes (besides estate duty) too 
have not found acceptance with Mr 
Mukherjee. The Estimates Committee 
had recommended that the exemption 
limit for wealth tax purposes should be 
raised to Rs 2.5 lakhs from Rs 1.5 lakhs 
(to which it was increased from Rs one 
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lakhlast year) and that for estate duty 
should be scaled up to Rs 2.5 lakh from 
^ Rs 50,000. The exemption limit in the 
case of gift tax, it was suggested, should 
be stepped up to Rs 15,000 from 
Rs 5,000. 

The plight of the middle income 
groups, particularly having salaried in¬ 
comes, indeed, has been worsening under 
inflationary pressures. Whereas incomes 
beyond Rs 30,000 per annum have been 
provided relief in the recent years 
through the scaling down of income-tax 
rates including surcharge and those 
below Rs 15,000 have been exempted 


from income-tax, incomes between 
Rs 15,001 and Rs 30,000 have not bene¬ 
fited any significantly. In their case, the 
taxation rates were scaled up to nulify 
even the relief that could have accrued 
from the raising of the exemption limit. 
Last year incomes between Rs 15,001 and 
Rs 25,000 and those between Rs 25,001 
and Rs 30,000 were subjected to 33 per 
cent and 37.4 per cent tax, including the 
10 per cent surcharge, whereas, earlier the 
incidence of tax was only 19.8 per cent 
ontheRs 15,001, 20,000 slab, 27.5 per 
cent on the 20,001/25,000 slab and 33 
per cent on the Rs 25,001 /30,000 slab. 


The taxation rates on incomes exceeding 
Rs 30,000 were kept intact. The new tax 
rates on the stabs between Rs 15,001 and 
Rs 30,000 were significantly higher than 
those suggested by the Wanchoo Com¬ 
mittee (20 to 30 per cent). 

The marginal increase in the tax rates 
on the income slabs Rs 60,001/70,000 and 
Rs 85,001/100,000, of course, has raised 
the tax incidence on these inconics. But 
the reliefs granted already since 1973 
have been quite substantial. The sacri¬ 
fice asked for the next year does not 
exceed Rs 688 per annum on incomes 
beyond Rs one lakh, it ranges between 


Details of Revenue Receipts 

(In crores of rupees) 



1981-82 

Budget 

1981-82 

Revised 

1982-83 

Budget 

A. Tax Revenue 

Customs 

3832.70 

4140.00 

4606. (X) 

Union Excise Duties 

7116.90 

7501.34 

-1-391.35* 
8328.75 

Corporation Tax 

1690.00 

1962.00 

—j—196.18* 
2382.00 

Income Tax 

1444.00 

1520.00 

1622.00 

Estate Duly 

15.00 

17.00 

— 48.00* 
17.00 

Taxes on Wealth 

66.00 

75.00 

80.00 

Interest Tax 

200.00 

200.00 

220.00 

Gift Tax 

6.25 

6.75 

6.75 

Hotel Receipts Tax 

10.00 

5.00 

6.00 

Other Heads 

287.11 

327.23 

—6.00* 

346.04 

Gross Tax Revenue 

14667.96 

15754.32 

+ 0.05* 
17614.54 

Less—States' Share of Taxes and Duties 
Union Excise Duties 3084.78 

3240.28 

+533.58* 

3558.97 

Income Tax 

1029.11 

1016.88 

+ 99.98* 
1142.28 

Estate Duty 

12.81 

16.50 

— 35.90* 
14.34 

Hotel Receipts Tax 

4.01 

0.82 

0.82 

Total 

4130.71 

4274.48 

- 0.82* 

4716.41 

Net Tax Revenue 

10537.5 

11479.84 

+ 63.26* 
12898.13 

B. Non-Tax Revenue 



+470.32* 

Interest Receipts 

2209.60 

2165.20 

2364.28 

Dividends and Profits 

318.98 

360.55 

323.57 

Other Non-Tax Revenue 

1261.34 

1367.45 

1544.55 

Total Non-Revenue 

3789.92 

3893.20 

4232.40 

Total Revenue Receipts 14327.17 

15373.04 

17130.53 




+470.32* 


♦Effect of Budget proposals . 


Details of Revenue Disbursements 


(In chores of rupees) 



1981-82 

Budget 

1981-82 

Revised 

-! 

1982-83 
Budget . 

1. General Services 

8385.36 

8723.67 

>0204.35 

Organs of State 

103.24 

109.93 

121.29 

Fiscal Services 

316.69 

349.87 

353.18 

Interest Payments 

3123.00 

3200.00 

3800.00 

Administrative Services 

812.17 

653.12 

1012.80, 

Pensions and Misc. General 
Services 

235.40 

275.07 

■ v. 

318.38 

Defence Services (Net) 

3794.06 

4135.68 

4598.70 j 

2. Social & Community Serviccs1072.83 

1090.97 

1253.15 j 

3. Economic Services 

2961.52 

3153.44 

3405.32 

General Economic Services 

589.56 

711.19 

694,82 , 

Agriculture and Allied 
Services 

1058.45 

1069.50 

1174.82 

Industry and Minerals 

825.75 

872.65 

960.85 

Water and Power Develop¬ 
ment 

208.37 

201.54 

260.64 

Transport and Communi¬ 
cations 

279.39 

298.56 

314.19 

4. Grants-in-aid and 
Contributions etc 

2879.75 

2979.56 

3364.47 ; 

Grants-in-aid to State 
and Union Territory 
Governments 

2768.24 

2877.12 

3247.92 

Aid to other countries 

83.43 

71.66 

79.45 

Other Grants & Contribu¬ 
tions 

28.08 

30.78 

37.10 

Total Revenue Disbursements 

15299.46 

15947.64 

18227.29 
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1YAZHPR0MEXP0HT 

FOR 

STEEL TECHNOLOGY 
FROM START 
TO FINISH 

VfO “Tyazhpromexport" renders technical assis¬ 
tance in construction, reconstruction and 
expansion of complete iron end steel works and 
ore mining enterprises. 


1 




Our range includes : 

— integrated iron and steel works, 

— coke-oven and by-product plants; 

— sintering plants, 

— blast-furnaco shops, 

— converter shops, 

— electric furnace steelmaking shops, 

— rolling mill shops, 

— hardware shops; 

— ferro alloy works, 

— refractory works, 

— iron ore mines; 

— ore beneficiation plants. 

V/O “Tyazhpromexport" : 

— carries out designing of units and 
industrial projects, including col¬ 
lection of initial data; 

— supplies complete sets 
equipment; 

— supervises construction and 
assembly work and erection 
of equipment, 

— participates in the commis¬ 
sioning of plant, 

— gives engineering and tech¬ 
nical consultation while 
constructing, erecting 
equipment £r operating 
iron and steel projects; 

— provides "know-how" 
of cast iron and steel 
production techno¬ 
logy, 

— carries out profes¬ 
sional training of 

the Client's .JlMM 
personnel. 


P/ease address all enquiries to : 


v/o 


18/1 ,Ovchinnikovskaya nab., 

Moscow, 113324, USSR 

Cables : Moscow 'Tyazhpromexport* 

Telex : 411931 

Telephones: 220-16-10, 220-15- 89 
or Office of the 
Counsellor for Economic Affairs 
USSR Embassy, New Delhi 
Telephones : 697004, 697007 


SPLCIAt BUDGET NUMBER 
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Jjbfw3’Hd R» 413oa incomes between 
Rs $ 0 ,( 0 ) and Rs 90,000, 

The Finance Minister, apparently, has 
not been able to provide any direct 
relief in income-tax to the middle income 
groups presumably to avoid unduly 
large erosion of revenue from this 
source. He had also a staggering defi¬ 
cit of Rs 2,085 crores staring in the 
face. This also explains non-accep¬ 
tance by Mr Mukherjee of the corporate 
sector's plea to bring down the tax on 
corporate incomes to 50 per cent in the 
interest of allowing greater generation of 
funds internally for ploughing back 

Relief to Taxpayers 

f The Finance Minister, however, has 
tried to provide some relief to income- 
tax payers indirectly through various 
means. The more important modifi¬ 
cations proposed in the Income-tax Act 
for this purpose are: 

(i) The standard deduction from 
salaried incomes is to be raised to 25 
per cent from 20 per cent for incomes 
upto Rs 20,000 per annum within the 
present ceiling of Rs 5,000; 

(ii) Encashment of unavailed earned 
leave on retirement has been exempted 
for income-tax, subject to certain condi¬ 
tions; 

i (iii) The monetary ceiling ofRs 300 
> per month on house rent paid in excess 
of 10 per cent of the income deductible 
from income for tax purposes even if no 
house rent allowance is received by an 
assessee has been raised to Rs 400 per 
month; 

(iv) In the case of self-occupied 
houses, the monetary ceiling for deduc¬ 
tion from the Jetting value of the house 
which hitherto is one-half of the letting 
value or Rs 1,800, whichever is less, is 
to be raised to Rs 3,600; 

(v) The limit for 100 per cent deduc¬ 
tion from income-tax available for such 
long-term savings as life insurance, pro¬ 
vident fund, etc. is to be increased to 
the first Rs 6,000 from Rs 5,000; the 
additional Rs 6,000 such savings are to 
be allowed deduction up to 50 per cent 
and still higher savings are to be allow¬ 
ed deduction up to 40 per cent; the 
ceiling for such savings is to be scaled 



up to Rs 40,000 from Rs 30,000; pro¬ 
vision is to be made for some additional 
savings media for these qualified savings, 
in the case of authors, playwrights, musi¬ 
cians, artists, sportsmen and athletes, 
the ceiling is to be increased to Rs60,000 
from Rs 50,000. 

(6) The limit for deduction from 
income on account of interest /dividend 
receipts from banking deposits, specified 
government securities, investments in the 
equity capitals of Indian companies and 
units of the Unit Trust of India is to be 
raised to Rs 4,000 from Rs 3,000 and the 
separate ceiling in respect of income 
from units to Rs 3,000 from Rs 2,000; 
the value of investments in the specified 
financial assets such as the above is to 
be exempted from wealth tax up to 
Rs 1,65,000 instead of Rs 150,000 at 
present; additionally, the separate 
exemption of Rs 25,000 available from 
wealth tax in respect of units is to be 
raised to Rs 35,000. 

(7) The limit for investments in a year 
in the equity shares of new industrial 
companies and companies engaged in 
providing long-term finance for cons¬ 
truction or purchase of houses for resi¬ 
dential purposes in regard to which 50 
per cent deduction is allowed for com¬ 
putation of taxable incomes is to be 
stepped up to Rs 20,000 from Rs 10,000. 

(8) Income-tax is not proposed to be 
deducted at source from dividend re¬ 
ceipts, interest on government securities 
and such other securities appointed by 
the government if the recipient 
furnishes a declaration to the payers of 
such incomes to the effect that his 
estimated total income in the relevant 
year will be below the exemption limit. 

Significant Concessions 

These, undoubtedly, arc significant 
concessions, provided, of course, savings 
can be effected by income-tax payers. 
For the hard-hit middle income groups, 
the benefit accruing from them, however, 
can be only marginal because of their 
further saving capacity being limited. 
Some direct relief from the income-tax 
burden up to Rs 30,000 assessable 
incomes, thus, would have been in line 
with the last year’s proposals of 
Mr Venkataraman in this regard. The 
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ad hoc increase effected in the dearness 
allowance of higher salary government 
employees may enable them to save 
more and benefit from the tax conces¬ 
sions proposed. But the salaried classes 
in the other sectors of the economy wiH 
continue to suffer. Their resentment at 
Mr Mukherjee's proposals, therefore, 
is not unwarranted. 


A significant lacuna in the Income| 
Tax Act has been plugged. The dedu^i 
tion for income-tax purposes allowed 
the payment of premia on life insurant 
policies will no longer be available if th$'t 
policies arc discontinued before premie;^ 
have been paid for two years. if 


The 

citizens 


Residence Test * 

% 

hardships caused to India^/l 
earning incomes in fbreigj|^ 
countries who come to India for sboftf, 
stays, of course, will he mitigated to 
considerable extent as a result of 
modifications proposed in the tests 
“residence in India”. Self-cmplojw:|; : 
non-resident Indians too are to be put’*i|| 
par with Indian citizens employed abroad 
for the purposes of residence 
Indian citizens who leave India in 
year for puiposcs of employment are 
to be treated as residents unless they;! 
have been in India for 1S2 days inattfj 
assessment year. This is a 


mcom-tax 1 


relaxation for incomes earned abro«4*| 
Currently more than 60 days' stay 
Indiaatti acts the tax on foreign incomes; 

A significant relief from 
has been provided to ex] 
whose export turnover in apjr^ 
year exceeds that of the immediate!)^ 
preceding year by more than 10 per cent; ; i 
The exportable goods for the puiposetff: 
of this concession arc to be notifle^* ^ 
Exemption is to be provided froptS; 
income-tax upto 25 per cent of 
profits derived by construction contrap- 
tors undertaking projects abroad. Bank^l 
ing companies having operations abroady 
with the permission of the government 
are to be made entitled to a deduction lit 
to 40 per cent of their income carried tot 
a special reserve account. Schedule 
cd banks are to be exempted front 
payment of interest tax on the interest^ 
received by them on loans sanctioned in 
foreign currency for import of capital 
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plant and machinery. Interest paid on 
credits sanctioned by scheduled banks 
for export of capital plant and machi* 
nery on deferred payment terms outside 
India too is to be exempted from 
income-tax. These are quite wholesome 
reliefs to the concerned tax-payers and 
are aimed at fostering exports or ex¬ 
change earnings in other ways. 

In view of the imperative need for 
fostering remittances by non-resident 
Indians, which go some way in mitigat¬ 
ing the pressure on balance of payments, 
the Finance Minister has proposed to 
provide exemption from income-tax in 
; the case of non-resident Indians and 
= foreign nationals of Indian origin to 
; incomes derived by them by way of 
1 interest on specified savings certificates 
subscribed to in foreign currency in 
accordance with FHRA. It is also pro- 
l posed to provide that exemption from 
, income-tax in respect of interest on non- 
\ resident (external) accounts shall be 
available in the case of a person resident 
( outside India. Some smail changes 
\ have been made in the income-tax Act 
\ jn respect of donations to approved 


national funds as well as approved 
institutions engaged in carrying out 
programmes of rural development and 
conservation of natural resources. The 
standard deduction on new houses for 
the first five years has been increased to 
Rs 3,600 per annum from Rs 2,400 in 
the interest of stimulating house-building 
activity. 

The capital gains tax has been rationa¬ 
lised to allow for larger reduction in 
cases where the assets have been held 
for a long period. Exemption from tax 
has been provided on long-term capital 
gains arising from the transfer of other 
assets where the net consideration is 
invested by a lax-payer in a residential 
house. The restrictive conditions 
governing capital gains arising from the 
transfer of a house used for personal 
residence by a tax-payer which are 
exempt from tax to the extent of such 
gains as are utilised by the tax-payer for 
constructing or purchasing a house for 
purposes of personal residence within a 
specified period have been removed. 
The charitable and religious trusts or 
institutions are to be permitted to invest 


. / : 1 V O, * V** f ''fi #' 

their funds in immovable properties as 
well. A couple of other relaxations have 
also been provided in regard to taxation 
of the incomes of such trusts. 

The amendments proposed in direct 
taxation in respect of corporate entities, 
of couise, are just minor. These in¬ 
clude: 

(i) Extension for a further period of 
five years, the tax concession on instal¬ 
lation of machinery and plant for the 
manufacture of articles made with the 
know-how developed in government 
laboratories, public sector companies, 
recognised institutions and universities, 
in the form of investment allowance at 
the rale of 35 per cent. 

(ii) Synthetic rubber and rubber 
chemicals (including carbon black) have 
been included in the list of items com¬ 
pletely exempted from income-tax for 
purposes of dividends received by a 
domestic company from an Indian com¬ 
pany engaged exclusively or almost 
exclusively in the manufacture of such 
specified articles; 

(iii) Non-scheduled commercial banks 


I 


Our performance in the past 
is a promise oF a 
brighter Future. 


Wa have behind us • history of continuous 
progress spanning over three decades From 
importers to traders, manufacturers and 
exporters we have had e successfully diversified 
career, culminating into our pioneering project 
of making air compressors* the very best that 
come. Catering to the needs of defence and 
Irrigation, railways and electricity boards; and 
Industries including mines, steel, cement, 
fertilizer, glass, chemicals, pharmaceuticals, 
•ugar, automobile. 

Our past Is bright. Our future brighter I 


I 


K. G. KHOSLA COMPRESSORS LIMITED 

flegd. Office : 1. Deahbaftdhu Gupta Road. New Delhi - 1100S5 

Branches : New Delhi, Bombay, Calcutta, Madras, Bangalore, Hyderabad, Baroda, 
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operating in the rural sector are to be allo¬ 
wed deduction for income-tax purposes 
k in respect of provisions made by them 
for bad and doubtful debts relating to 
advances made by their rural branches. 

(iv) Depreciation is to be allowed at 
the rate of 30 per cent on devices and 
systems for energy saving or for mini¬ 
mising environmental pollution or for 
conservation of natural resources; 

(v) Tea, coffee, rubber and cardamom 
plantations are to be exempted from 
wealth tax; 

(vi) The limit for exemption from 
wealth tax in respect of tools and instru¬ 
ments necessary to enable a tax-payer 
to carry on his profession or vocation 

f is to be raised to Rs 50,000 from 
Rs 20,000 and the ceiling for the value 
of conveyances, including motor cars, 
for exemption from wealth tax is to be 
increased to Rs 75,000 from Rs 30,000. 

Deduction for stamp duty paid on 
an instrument relating to gift of any 
property from gift tax payable is pro¬ 
posed to be extended to cases where the 
gift-tax payable does not exceed Rs 1,000. 
The hotel receipts tax is to be amended 
to discontinue this levy in relation to 
the chargeable receipts of luxury hotels 
accruing or arising or received by them 
after February 27, 1982. This has been 
done to foster foreign tourism to India. 

Small Changes 

Several other small changes have also 
been proposed in direct taxation. These 
include : (i) Raising of the monetary 
limit for making payments to contractors 
without deduction of tax at source to 
Rs 10,000 from Rs 5,000; (ii) grant of 
exemption during the assessment year 
1983-84 from wealth-tax to value in 
investments in specified savings and 
certificates subscribed to in foreign 
currency by non-resident Indians; 
(iii) exempting of the balance standing 
to the credit of non-resident Indian in 
non-resident (ext^rn^l) account from 
wealth tax; (iv) exemption from gift tax 
with effect from April 1, 1983 of gifts of 
notified savings certificates by non¬ 
resident Indians and foreigQ nationals 
of Indian origin to their relatives resi¬ 
dent in India if the subscription to the 
certificates is made in foreign currency; 


(v) extension of the period of exemption Maturing in ten yean, they will catty 
available to the Deposit Insurance and interest at the rate of seven per cent, 
Credit Guarantee Corporation from free of income-tax. They will as well 
income-tax by live years up to December be exempt from wealth tax and, up to 
31, 1986; (vi) exemption from income- Rs 10 lakhs in the case of the first holder*, 
tax to the interest derived by the Bank from gift-tax. Unlike the investments 
of Bhutan from its deposits w'ith State in the bonds floated last year to mop up 
Bank of India for 15 years ending unaccounted money the purchasers of 
December 3!, 1985. capital investment bonds, however, wilt 

The accent on promoting savings is have to account for their investments 
also evident from two new saving * n these bonds. Approximately Rs 250 
instruments to be introduced next year, crores arc expected to be mobilised 
A social security certificate has been through this scheme. Along with the 
designed for the benefit of small savers, additional revenue expected from the i 
Investments up to Rs 5,000 in these changes in indirect taxation, this will 
certificates by individuals between the bring down the anticipated deficit of 
age of 18 and 45 will treble in 10 years, Rs 2,085 crores to Rs 1,365 crores. 
the full maturity value being available to The most important proposal of Mi 
the hcir.s or nominees immediately in Mukherjcc under customs obviously is 
the case of untimely demise of an in- the five percentage points increase in, 
vestor. Capital investment bonds arc the auxiliary duty of customs on all 
to be floated to attract larger private categories of imporls with someexcep* 
savings for public sector investment, tions. The auxiliary duty henceforth^ 


GOVERNMENT OF INDIA 

6.00 PER CENT. LOAN, 1985 (Second Issue) TO BE 

ISSUED ATRs. 100.00 PERCENT. AND REPAYABLE 
AT PAR ON 21ST JULY 1985. 

6.75 PERCENT. LOAN. 1991 (Second Issue) TO BE 

ISSUED AT Rs. 100.00 PER CENT. AND REPAYABLE 
AT PAR ON 21 ST JULY 1991. 

8.00 PERCENT. LOAN, 2011 (Fifth Issue) TO BE 

ISSUED AT Rs. 100.00 PER CENT. AND REPAYABLE 
AT PAR ON 27TH APRIL 2011. 

Subscriptions to the above loans will be received simulta .euusiy in the 
form of cash/cheque and will be limited to a total of Rs. 405 crorcs. 
Government reserves the right to retain subscriptions upto ten per cent, 
in excess of the notified amount. 

2. Subscriptions will be received only on the 29th March 1982 upto 
the close of Banking hours. In the event of a holiday being declared 
under the Negotiable Instruments Act, 1881 on that day by any State 
Government, the subscriptions will he accepted at the concerned 
receiving offices in thai State upto the close of Banking hours on the 
following working day. 

3. If the total subscriptions received for the loans exceed the notified 
amount plus the amount of ten per cent retainable as aforesaid, partial 
allotment will be made in respect of the loans on a proportionate basis and 
the balance refunded in cash as soon as possible. 

4. In the case of 6.00 per cent. Loan, 1985 (Second Issue) and 
6.75 per cent. Loan, 1991 (Second Issue) interest for the period 29th 
March to 20th July 1982 (inclusive) will be paid on 21st July J982 and 
thereafter interest on these loans wilt be paid half-yearly on 21st January 
and 21st July. 

5. In the case of 8.00 percent. Loan, 201J (Fifth Issue) interest for 
the period 29th March to 26th April 1982 (inclusive) will be paid on 27th 
April 1982 ami thereafter interest will be paid half-yearly on 27th October 
and 27th April. 

6. Applications for the new loans will be received at: 

(a) Offices of the Reserve Bank of India at Ahmedabad, 
Bangalore, Bombay (Fort and Byculla, Calcutta, Hyderabad, 
Jaipur, Kanpur, Madras, Nagpur, New Delhi and Patna; 

and 

(b) Branches of the State Bank of India at all places in India 
except at (a) above. 

7. Securities will be Issued in the form of Promissory Notes or Stock 
Certificates. 

8. For any further clarification, please apply to any of the offices or 
branches mentioned in paragraph 6 above. 
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pHll be 30 per cent of the value of goods 
Iteported. This will net as large a sum 
| As Rs 230 crores in a full year out of 
i ^ihe total 415.48 crores additional revc- 
UUe budgeted under this head of 
f indirect taxation. The ilems exempted 
t from this increase include crude petro- 
| knm, bulk petroleum products such as 
; kerosene and high speed diesel oil and 
; the items on which import duty has 
: been adjusted in the recent past on 
! price parity considerations. The existing 
; auxiliary duty has been maintained on 
the GATT items in general. Full exemp- 
j tion from the duty will continue in the 
case of the three GATT items enjoying 
this facility currently. 

Revenue Proposals 

The other revenue raising proposals of 
Mr Mukherjee in the field of customs are: 

(a) Withdrawal of total exemption 
from import duty on cement and sub¬ 
jecting it to a customs duly (basic plus 
auxiliary) of 10 per cent ad valorem and 

' additional (countervailing) duty equal 
to the excise duty; 

(b) increase in the import duty (basic) 
on Aniline (Aniline oil) from 60 per 
cent ad valorem to 80 per cent ad 

* valorem; 

(c) increase in the import duly (basic) 
on synthetic organic dye-stuffs (including 
pigment dye-stuffs), certain pigments and 

i colours, paints, varnishes, enamels, opti¬ 
cal bleaching agents, etc., from 60/100 
: per cent ad valorem (standard) to 100/150 
per cent ad valorem (standard); and from 
50 per cent ad valorem (preferential) to 
90 per cent ad valorem (preferential) in 
respect of optical bleaching agents: 

, (d) increase in the import duty (basic) 
h on polyester chips from 100 per cent ad 
valorem to 140 per cent ad valorem. 

(e) increase in the import duty (basic) 
on cork and articlos of cork from 40 
per cent ad valorem to 60 per cent ad 
valorem; 

(f) increase in the import duty (basic) 
on certain items of iron and steel such 
as melting scrap of stainless steel, heat 
resisting steel, tinplate waste, alloy 
steel (excluding stainless steel, heat 
resisting steel) ingots, blooms, billets, 

j bars, rods, etc., from various rates to 60 
percent ad valorem; 

Ifettgraiftt economist 


(g) increase in the import duty (basic) 
on copper tubes and pipes, etc. from 40 
per cent ad valorem to 60 per cent ad 
valorem; 

(h) increase in the import duty (basic) 
on umyrought zinc from 40 per cent ad 
valorem to 45 per cent ad valorem; 

(i) increase in the import duty (basic) 
on electronic items such as computers, 
calculating machines, accounting machi¬ 
nes, cash registers and certain sub- 
assemblies from 40 per cent ad valorem/ 
50 per cent ad valorem/60 per cent ad 
valorem to 100 per cent ad valorem. 

Reliefs have been granted in customs 
duties on various items. The proposals 
iti this regard are : 

(i) Reduction in the import duty (basic 
plus auxiliary) on zinc concentrates from 
50 per cent ad valorem to 15 per cent ad 
valorem; 

(ii) reduction in the import duty 
(basic plus auxiliary) on lead concentra¬ 
tes from 50 per cent ad valorem to 5 per 
cent ad valorem; 

(iii) reduction in the import duty 
(basic plus auxiliary) on acetate filament 
yarn from J 25 per cent ad valorem to 
20 per cent ad valorem. (It is expected 
that proposed reduction would bring in 
imports of such yarns which is not being 
imported at present); 

(iv) reduction in the import duty (basic 
auxiliary and additional) on certain speci¬ 
fied machines and instruments for electro¬ 
nics industry from the existing rates to 
35 per cent ad valorem; 

(v) reduction in the import duly (basic 
plus auxiliary) on certain raw mateiials 
and components for electronics industry 
fiom the existing iates to 55 per cent ad 
valorem; additional (countervailing) duty 
would be leviable only on items classi¬ 
fiable under Central Excise Tariff item 
No 68. 

Important Changes 

The other important changes under 
customs include: 

(a) fixing of specific duty at Rs 825 
per tonne (basic plus auxiliary) on news¬ 
print imported for printing of newspapers 
books and periodicals as against the 
existing import duty of 15 per cent ad 
valorem; 
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(b) total exemption from 

duty on two fertilizers, namely, calcium, 
ammonium nitrate and ammonium sul- 
phate, 

(c) total exemption from the import 
duty of 80 percent ad valorem (basic 
plus auxiliary) on certain specified bulk 
drugs used in the manufacture of life¬ 
saving drugs and medicines; 

(d) reduction in the import duty (basic 
plus auxiliary) on internal combustion 
piston engines and parts for power tillers 
from 125 per cent ad valorem to 
50 per cent ad valorem and extending 
similar concession to parts of such engi¬ 
nes imported for manufacture of such 
engines for power tillers: 

(e) rationalisation in specifications 
relating to (lash point and smoke point, 
etc. in respect of certain petroleum pro¬ 
ducts such as kerosene, high speed diesel 
oil, etc. 

FTZ Units 

The industrial units in the free trade 
zones have been allowed to release 25 
per cent of their output for the domestic 
market on payment of appropriate duties. 

The scaling up of the auxiliary duty of 
customs indisputably will raise the cost 
of the concerned import items. But 
since the import policy in general is en¬ 
visaged to be kept liberal, this step can \ 
help contain imports through the pricing 
mechanism. The impact of this increase 
of course, will be diffused over a period 
of time. The other increases in customs 
duties apparently are aimed encouraging 
domestic production. The modifications 
made in the customs levy on cement have 
been necessitated by the introduction of 
dual pricing system for this industry. 
Newsprint imports need not cost more 
due to the change-over from ad valorem 
import to specific duty. In fact, specific 
duty may lead to some reduction in the 
incidence in a situation of rising prices 
of the product abroad. The other reliefs 
provided are quite judicious. They are 
aimed at assisting the farming community 
and increasing the output of life-saving 
drugs. 

The resource mobilisation effort of 
Mr Mukherjee under excise levies, indeed 
has been moderate. The modifications 
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WORLD'S BEST & INDIA'S FIRST 


SLOT THREADING 

PROJECTOR 




A NEW KIND 

16MM. SOUND PROJECTOR MODEL 1580 
FOR SIMPLICITY, SPEED, SAFETY 


Salient Features 

• simplified slot threading 

• Ultra-light in weight 

• Takes only seconds to load 

• A sharp and brilliant picture 

• Instant reverse projection 

• Whisper Silent working 

• Three-toothed claw for rock steady 
picture 

MXnrCW MM PROJECTORS PVT. ITO. 

148/25 industrial suburb Bangalore 5t»o 022 
Crams F1LM0S0UND 

WESTERN ZONE BOMBAY Clneelta Pvt ird 107C Or F Mo<e* 
Road Worli Bombay 400 018 Tel 372453 Cmt font<; (Oeinn Pvt 
Ud Opp Opera Hou*e Bombay 400004 Tei 35 "Wt oneiami 
Pvt ltd Metro House mo Road Bombay 400 T 20 hi /<hb 7 
AHEMDABAO - 2i8 Reiter Shopping Centre s»npo*e Raon 
Ahmedaoad 300 001 Tel 26888 northern zone Delhi 
O neCitaPvt ltd Behind State Bank Chanrin C kjww Dtih no 
006 Tel 232556 JAIPUR Poiovictot y Cinema Bldg station Road 
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Inflected will yield a net additional reve¬ 
nue of Rs 196.18 crores, including the 
ifceceipts from the additional excise in 
lieu of sales tax. Another Rs 2.3 crores 
will accrue under the Medicinal and 
;Toilet Preparations (Excise Duties) Act. 
Excluding the receipts under this Act 
and the additional excise duty in lieu of 
sales tax, the proceeds of which will en¬ 
tirely go to the states and union territo¬ 
ries, the net additional burden proposed 
by the Finance Minister is just around 
Rs 161.81 crores to be shared by the 
centre to the tune of Rs 96.2 crores, by 
the states to the order of Rs 64.72 crores 
and the union territories to the extent of 
Rs 79 lakhs The total additional benefit 
to the states from the changes in the 
excise levies will be around Rs 102.28 
crores. 

Bulk of the additional revenue under 
excise will result from just one item- 
cement; it will amount to Rs 158.73 cro¬ 
res. The additional excise levy in lieu of 
sales tax on textiles and textile articles 
will yield another Rs 34.32 crores. But 
the overall additional revenue from the 
duties affecting the textile industry will 


be around Rs 22 crores* The other signi¬ 
ficant proposals at raising revenue under 
this head concern plastics (Rs 8.6 crores 
net), glass and glassware (Rs 3.75 crores), 
zinc and lead (Rs 5.56 crores), certain 
electronics items (Rs 4.46 crores), and 
paper and paper board and articles made 
thereof (Rs 4.17 crores). 

The incidence of excise on cement has 
been increased substantially with a view 
to mopping up the undue profits being 
made by middlemen. While the excise 
ceiling has been stepped up from Rs 100 
to Rs 200 per tonne the effective levy on 
ordinary Portland cement, pozzolana 
cement, blast furnace slag cement and 
masonry cement has been raised from 
Rs 71.5 to Rs 135 per tonne. Waterproof 
(hydrophobic) cement has been subjected 
to a duty of Rs 167 per tonne, as against 
Rs 94 hitherto. The duty on rapid harden¬ 
ing cement, low-heat cement and high 
strength ordinary Portland cement has 
been increased to Rs 164 from Rs 91 per 
tonne. Cement manufactured by mini 
plants will attract a duty of Rs 100 per 
tonne, as against Rs 32.50. 

As a consequence, whereas the price 
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of ordinary cement hasgonitp bf about 
Rs 3.175 per bag of 50 kg (to ftomclvhat 
larger extent in the case of expansive 
and special varieties of cement), the black 
market price should go down consider¬ 
ably following the decision to introduce 
duel pricing system for this industry. 
Under it, production from the existing 
plants to the extent of 66.66 per cent of 
the installed capacity and the output from 
the new plants coming into operation 
from January 1, 1982, upto 50 per cent 
of the installed capacity is to be made 
available to the Government as levy. The 
balance yield has been allowed to be sold 
in the free market. Several provisions 
have been made in the scheme to take 
care of problems created by factors be¬ 
yond the control of management or in¬ 
herent in the case of new plants. For 
instance, if the power cut for a cement 
plant is more than 30 per cent, which will 
result in capacity utilisation to less than 
70 per cent, the levy content will be 
calculated on the basis of actual produc¬ 
tion instead of capacity utilisation. The 
industry, of course, will have to take care 
of such other factors as industrial un- 
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rlwt lila&quate coal su^pltes by rail and 
power breakdown and power cuts up to 
30 per cent* In such cases, no relaxation 
is to be provided for the supply of levy 
cement according to the capacity utilisa¬ 
tion formula. In respect of new units 
it is recognised that they may not be able 
to utilise capacity to more than 75 per 
cent in the first year and 85 per cent in 
the second year. Full capacity utilisation 
will result only in the third year. During 
the first two years, therefore, the levy 
content will be calculated as 50 per cent 
of actual production. Capacity utilisation 
criterion will become operative from the 
third year or earlier if it is possible to 
utilise full capacity. 

Cement Capacity 

Nearly seven million tonnes additional 
capacity is expected to accrue in the 
cement industry during 1982. With the 
envisaged impoits of around two million 
tonnes, the total supply is anticipated to 
go up to 27 million tonnes from about 
22 million tonnes in 1981. Of this, about 
10 million tonnes will be available in the 
open market, 17 million tonnes being the 
target for the procure cement under levy. 
This is expected to bring down the open 
market price of ordinary cement to 
around Rs 65 per bag in Delhi, Rs 65/68 
in Bombay, Rs 52/54 in Tamilnadu and 
Rs 70 in Calcutta. The free-sale prices 
are expected to be contained by judicio¬ 
usly arranging the sales of imported 
cement. The difference in the open mar* 
ket prices indicated above results from 
the fact that the freight equalisation fund 
has been abolished and actual freight will 
have to be paid by consumers from 
supply centres. The dual pricing system 
is anticipated to put the cement industry 
on a sounder footing through enabling 
it to generate internally sufficient funds 
for modernisation and expansion. The 
system of allotment of cement against 
foreign exchange on a preferential basis 
has been discontinued. 

The increased cement price as also the 
stepping up of the excise duty of flush 
doors, improved wood and articles of 
improved wood from 8 per cent to 20 per 
cent ad valorem are bound to be reflected 
in higher construction costs. But signi¬ 
ficantly enough, the standard deduction 


for income-tax purposes for the first five 
years in the case of new houses has been 
increased to Rs 3,6C0 per annum from 
Rs 2,400. For low-cost housing and fac¬ 
tory sheds for small-scale industries, etc. 
cement is proposed to be made available 
from the levy quota. 

While the growth of the electronics 
industry in general is to be encouraged 
through raising the basic customs duty 
on such items as computers, calculating 
machines, accounting machines, cash 
registers and certain electronic sub- 
assemblies and lowering the import duty 
on 45 new irems of capital equipment 
and 13 new items of raw materials and 
components used by this industry, the 
expensive goods favoured by the affluent 
have been subjected to 25 per cent ad 
valorem basic excise duty as against 8 
per cent hitherto. These items include 
video cassette recorders and re producers, 
television cameras and video cameras, 
blank and recorded video and audio tapes 
of the spool and cassette types and video 
discs. The basic excise on electronic 
machines for games of skill or chance 
has been raised to 40 per cent. 


Excise levies have been rationalised on 
some petroleum products, rubber pro¬ 
ducts, aluminium and electric motors 
without much revenue significance. Duties 
have been restructured with some revenue 
significance in respect of plastic products, 
plywood, paper and paper boards and 
their products, man-made fibres and tex¬ 
tiles, flat glass, lighters, bidis, tyres, 
matches and electric batteries. This ha# 
been done either to avoid hardship of thfe, 
small-scale manufacturers, (the loss ojfc 
revenue being made up through stepping! 
up the levies on superior or on highe# 
valued categories or allied products) of-,, 
as an anti-tax avoidance measure. | 

The case of textile industry, how® 
ever, is different. Here the idea is to en*'f 
courage consumption of blended fabric#^ 
and to promote the production of blend# 
of desirable proportions and to discou® 
rage blends which do not really setv#^ 
the intended purpose. The restructuring;; 
of duties has been done at all the thre# 
stages—yarn-making, weaving and prdsjj 
cessing. It, however, remains to be seetf j 
how far this rationalisation will h$l# 
solve the problems of the industry whicl^ 
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Founded in 1920—today, 

Indio's largest and 
most technically advanced 
cable manufacturing company 

INCAB product profile: 

XLPE Cables * PILC Cables * PVC 
Power Cables. Control Cables, 
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Contract Department 
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is currently facing serious consumer 
| resistance. It is claimed that price of 
I some blended fabrics should record small 
decline. This, however, has been con¬ 
tested by the industry circles. In fact, the 
additional revenue accruing from excise 
levies on the textile industry itself is an 
indication of the incidence going up in¬ 
stead of decreasing. Then there is the in¬ 
creased cost which the industry will have 
to incur on imported materials as a 
sequel to the raising of the auxiliary cus¬ 
toms duties. It has been contended that 
the increase of two per cent in excise 
duty on blended cloth will task away the 
benefit of lower yarn duties. The increase 
in excise on acrylic fibre will make syn- 
thetic wool manufactures more expen- 
* sive. The raise in the duty on viscose 
fibre will increase the prices of lungies 
and sarees used by the poor. 

Some Anomalies 

Some anomalies in the excise structure 
on textiles have also been pointed out by 
industry. For instance, twist and threads 
are defined as yams in the case of wool 
and cotton but not in the case of flax, 
ramie and blends. Rags and fents of 
cotton are cleared at lower-rates but not 
those made of flax or ramie. Duty con¬ 
cessions on blended yarn extend only 
to polyester blended with cotton ot vis¬ 
cose and not many other fibres like wool, 
t silk and flax. 

The most important proposal under 
the excise head, of course, is the grant of 
duty concession during the 12 monhs to 
February 28 next year on extra produc¬ 
tion of 38 items. This has been done as 
the current year has been designated as 
the productivity year and increase in 
production from domestic sources is con¬ 
sidered imperative as an import subs¬ 
titution measure. A specific scheme is to 
be formulated for this purpose which will 
cover soda ash; caustic soda, caustic 
potash; various chemicals; glycerine; 
synthetic organic products; acids (hydro¬ 
chloride and sulphuric); gases (oxygen, 
chlorine, ammonia, carbon dioxide, acety¬ 
lene); fertilisers calcium ammonium 
nitrate and ammonium sulphate); arti¬ 
ficial or synthetic resins; organic surface 
active agents; man-made fibres and fila¬ 
ment yarns; carbon black; rubber pro¬ 


cessing chemicals; transmission and con¬ 
veyor bells; steel ingots (manufactured 
in integrated ore based steel plants); 
copper (primary producers); zinc (pri¬ 
mary producers); tin plates and tinned 
sheets: I.C. engines; electric motors; 
power-driven pumps; motor starters; 
electric batteries; wires and cables; two 
and three wheeled motor vehicles, light, 
medium and heavy commercial vehicles, 
jeeps (but excluding saloon cars), trac¬ 
tors and work-trucks; weighing machines, 


rolling bearings, welding electrodes; 
coated abrasives and grinding wheels; 
tools; tool tips; wire ropes; graphite 
electrodes; and tyres and tubes (including 
flaps). 

The benefit of the scheme will accrue 
only in cases where the production in 
the 12 months to February 28 next year 
will exceed 110 per cent of the output, 
during the 12 months to February 28, 
1982. The duty concession would be 20 
per cent in respect of goods carrying 


Resources Transferred to State and Union Territory 
Governments 

(In crorcs of Rupees) 



1981-82 

Budget 

1981-82 

Revised 

1982-83 

Budget 

1. States'Share of Taxes & Duties 4131 

4274 

Aim 

Union Excise Duties 

3085 

3240 

3659 

Income Tax 

1029 

1017 

1106 

Estate Duty 

13 

16 

14 

Hotel Receipts Tax 

4 

1 


2. Statutory and Other Transfers 

836 

1054 

1183 

Grants 

534 

552 

581 

E oans 

302 

502 

602 

3. Assistance for Development 

1132 

1235 

I29J 

outside Plan -— - - 

Grants 114 123 134 

Loans 

1018 

1112 

1157 

4. Assistance for State and 

Union Territory Plans 

3064 

3168 

3537* 

Grants 

1198 

1280 

1443 

Loans 

1866 

1888 

2094 

5. Assistance for Central & 

Centrally sponsored Plan 

Schemes 

1055 

1032 

1210 

Grants 

922 

922 

1090 

Loans 

133 

110 

120 

6. Total Grants and Loans 

12+3+4+5) 

6087 

6489 

7221 

Grants 

2768 

2877 

3248 

Loans 

3319 

3612 

3973 

7. Less Recovery of Loans and 

Advances 

1177 

1368 

1643 

Net Resources Transferred to 
State and Union Territory 
Governments (1 i 6—7) 

9041 

9395 

10357 


£In addition the receipts accruing to States from the proposed 
amendment to Medicinal and Toilet Preparations (Excise 
Duties) Act are estimated at Rs. 2.25 crores. 

*In addition, in the Budget for 1982-83 Rs 258 crorcs are 
provided for Plan outlay of Union territories without Legis¬ 
lature, Rs 47 crores for Plan schemes of the North Eastern 
Council and Rs 160 crores for the Rural Electrification 
Corporation. Thus, the total provision in the Budget for 
1982-83 for assistance towards State and Union territory 
Plans amounts to Rs 4002 crores. 
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t>asic excise duty of 20’ per cent ad 
Valorem or less and 10 per cent of the 
duty in other eases. The amount so com¬ 
puted for the whole period would be 
given as credit which may be utilised for 
payment of central excise duty during 
1983-84. As most of the items covered 
tinder the scheme are basic raw materi¬ 
als and important industrial inputs, their 
increased supply from indigenous sources 
Should help boost industrial production 
In general, specially when the power sup¬ 
ply position is expected to be significantly 
better next year and concerted efforts are 
being made to further improve infrastruc¬ 
ture facilities. The scheme implies to 
some extent advance collection of the 
excise payable next year, but this mecha¬ 
nism has been devised for administrative 
convenience. The scheme will also apply 
to small-scale manufacturers who actual¬ 
ly pay excise duty. 

Relief has been granted from excise 
levies in the case of several items, parti¬ 
cularly of interest to the students com¬ 
munity and the disabled. Seme items of 
common use too has been included in 
this category. Excise has been withdrawn 
from pencils; erasors; pens including ball 
point pens and refills; laboratory glass¬ 


ware; enamelware; candles, tooth bru¬ 
shes; spectacles and spectacle frames; 
water filters of capacity not exceeding 
40 litres; hand pumps; helmets: thermos 
flasks and parts; one-day alarm clocks; 
domestic water filters; Braille typewriters 
and invalid carriages. Excise duty on 
specified fruits and vegetable prepara¬ 
tions has been reduced to 10 per cent ad 
valorem from IS per cent ad valorem. 
The duty exemption limit for footwear 
has been increased to Rs 30 per pair from 
Rs 15. Low density polythelene film and 
paper used by the Indian Dairy Corpo¬ 
ration in the manufacture of paper packs 
has been exempted from excise. The con¬ 
cessional duty available for mopeds of 
engine capacity upto 75 cc has been ex¬ 
tended to mopeds of engine capacity 
100 cc. 

Yet another important modification 
made in this sphere is the amending of 
section 4 of the Central Excises & Salt 
Act to make it clear that in computing 
the amount of duty of excise deductable 
from the cum-duty price, the effective 
amount of duty of excise payable on the 
goods under assessment shall alone be 
taken into account. This amendment is 
to be given effect to retrospectively from 


r 'I , v'i * 

October 1, 1975 to obvtote fraetthm 
Some excise rules have been made more 
explicit. 

In sum, the taxation proposals of Mr 
Mukhcrjee have been designed to encou¬ 
rage savings and investment, boost pro¬ 
duction and mitigate pressures on balance 
of payments and the price-line. Some 
modifications in excise and customs duties 
arc bound to exert cost-push inflationary 
influence, but that is likely to be very 
limited. The endeavours to be continu¬ 
ed for containing credit and deficit finan¬ 
cing should have a salutary impact on 
the price-line, especially when produc¬ 
tion is to be encouraged. The proposed 
drawing down of the foreign exchange 
reserves to about Rs 2,000 crores too 
should augment supplies—th rough im- 
poits. While Mr Mukherjee has failed 
to fulfil the expectations of the middle 
income groups and the corporate sector 
tor direct relief to them, they can find 
some consolation in the fact that he has 
been sparing in adding to their woes. 
Some indirect reliefs have been provided 
to the middle income groups as well as to 
coiporate entities which, if availed of, 
can even lighten the tax burden on them 
to some extent. 
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National Debt: Rising Servicing Cost 


Internal Debt 

Internal debt is made up of Joans rais¬ 
ed in the open market, compensation 
and other bonds, and 15-year annuity 
certificates* It also includes borrowings 
of a temporary nature such as treasury 
bills issued to Reserve Bank, State 
Governments, commercial banks and 
other parties, as well as non-negotiable, 
non-interest bearing securities issued to 
international financial institutions like 
the International Monetary Fund, Inter¬ 
national Bank for Reconstruction and 
Development, International Development 
Association, International Fund for Agri¬ 
cultural Development and Asian Deve¬ 
lopment Bank. The public debt out¬ 
standing at the beginning of the first five 
year plan and at the close of second, 
third and fifth Five Year Plans and that 
estimated to be outstanding at the close 
of 1981-82 and J982-83 is given below. 
The amounts outstanding exhibit the 
liability of the Government as repre¬ 
sented by the face value of the outstand¬ 
ing debt. 

Growth of Internal Debt 


(Rs crores) 


1950-51 

2,022.30 

1960-61 

3,978.00 

1965-66 

5,416.64 

1977-78 

19,025.25 

1981-82 

35,726.32 

1982-83 

413,256.52 


The growth of internal debt between 
1950-51 to 1965-66, a period of nearly 15 
years, was fairly steady. The internal 
debt increased during these years by near¬ 
ly 120 per cent. But the next 12 years 
from 1965-66 to 1977-78 witnessed a rapid 
rise, when it increased by more than 300 
per cent over a period of 12 years. Ac¬ 
tual increase during the 12 years was 
nearly Rs 13,500 crores. 

The growth of internal debt continued 


Hordev Singh 

unabated and touched still larger 
figure of Rs 35,706 crores showing a rise 
of more than Rs 16,000 crores over a pe¬ 
riod of four years. The amount out¬ 
standing at the end of March, 1982 has 
been placed at Rs 35,726 crores which 
may rise to Rs 41,325 crores, towards 
the end of March 1983. 

Breakdown Figures 

The explanatory memorandum shows 
that the single largest amount of 
Rs 10,825 crores has been provided for 
industry and minerals followed by deve¬ 
lopment of railways which claimed more 
than Rs 6,700 crores. Defence Services 
(Rs 4,100 crores) water and power deve¬ 
lopment (Rs 2,280 crores) are other larger 
claimants. It may be pointed out that 
all these sector have made progressive 
claims on resources with the only diffe¬ 
rence that the investment on agricultural 
and allied services has tended to be with¬ 
in limits and that for medical public 
health and water supply has been negligi¬ 
ble. It may be stated that family plan¬ 
ning is one area where the Government 
can legitimately spend much larger funds 
to achieve the targets laid down through 
substantial incentives including cash 
incentives to needy poor, because this is 
one area where returns, though invisible, 
are bound to be progressively high. 

The opinion has been expressed that 
internal borrowings which include ftinds 
raised by way of statutory deposits from 
the banks received at lower rates amount 
to disguised taxation because the banks 
gather their deposits by paying high rates 
of interest which range between 7 and 
10 per cent. The Government on the 
other hand has been able to secure these 
funds through statutory deposits at lower 
rates. In other words, the preference 
received by the Government in terms of 
rates of interests amount to securing 
subsidised fluids or in other words dis¬ 
guised taxation. 

The internal debt entailed an interest 
fas* > 


burden of Rs 1,071 crores in 1979-fc0 
and Rs 1,365 crores in 1980-81. For th# 
current year this burden is estimated at 
Rs 1,691 crores. The Finance Minis!#: 
has assured that the outstanding internal 
debt roughly equals investments in capi*; 
tal assets and the Centra! loans to State 
Governments, public sector undertaking^/ 
and the cooperative sector. The Govern* \ 
ment, he added, did not feel any neces* ; 
sity to put a ceiling on internal debt, but 
it had no objection to considering tM / 
issue. The above-mentioned internal} 
debt does not include the mobilisation / 
of small savings, the outstandings in re<■ > 
gard to which at the end of 1980-8f:J- 
aggregated to Rs 7,955 crores. y 

The Government is also liable to re* y 
pay the outstandings against the variootf ,'f 
small savings schemes, provident funds*> <; 
deposits under the special deposit schemed 
and income-tax annuity deposits schemes* i 
depreciation and other interest bearing i 
reserve funds of departments like rail* :: 
ways and posts and telegraphs; and cef- ; 
tain other deposits of income-tax, super*’ 
tax etc, deposits of local funds and civil';; 
deposits. 

External Debt 

v, 

External debt, at the time of launching'; 
of the First Five-Year Plan in 1950-51; 
was negligible at Rs 32.03 crores am# 
during the next decade the increase wasy 
gradual with the figure rising to Rs 760/ 
crores. After that came the period of '/ 
development of the heavy industry and/ 
there was stress on modernisation of 
agriculture involving large loans from . 
the USA, Soviet Union and other ad- . 
vanced countries. The external debt- 
which increase to Rs 2590 crores by / 
1965-66 went up to a large figure of 
nearly 9000 crores in 1977-78. The ex* 
ternal debt is expected to be around 
Rs 13,292 crores towards the end of/ 
March 1983. 

The United States of America has play- 
MARCHJL9.1982 



ed a distinctive role in Indian economic 
development by offering loans to the 
extent of Rs 4363 crores. It may be ad¬ 
ded that Soviet Union was the next im¬ 
portant country with loans of R$ 1538 
crores. West Germany with Rs 1229 
crores, the UK with Rs 1193 crores and 
Japan with Rs 936 crores are other im¬ 
portant lenders. Large loans have been 
drawn from the World Bank and its 
associate, International Development 
Association, which have offered Rs 1213 
crores and Rs 6985 crores, respectively. 

Even if the repayment terms of these 
loans are fairly attractive, there is no 
doubt that repayment of all these loans 
will involve considerable amount in the 
near future. The* Union Minister for 
Finance, Mr Pranab Mukherjec, at a re¬ 
cent meeting of the Consultative Com¬ 
mittee of Parliament attached to his 
ministry, rightly stress the efficient utili¬ 
sation of external borrowings. 

The servicing of this debt in the com¬ 
ing years is bound to cause concern 
owing to a steady decline in the avail¬ 
ability of assistance from the Internal 
Development Association (IDA), neces¬ 
sitating resort to costlier credit. 

IDA Aid 

The assistance from the IDA is likely 
to go down this yeai to $840 million from 
$1,600 million received annually in recent 
years. Part of this reduction will be 
offset by increased lending by the Inter¬ 
national Bank for Reconstruction and 
Development (IBRD), The overall assis¬ 
tance available from World Bank sources 
this year, however, may aggregate to 
$1,900 million—about $200 million less 
than anticipated. This new mix undoub¬ 
tedly will raise the debt servicing burden. 
Assistance from the IDA does not carry 
interest; only an annual service charge 
of 0.75 per cent is levied. It is repayable 
in 80 semi-annual instalments after a 
moratorium of 10 years. 

The aid from the IBRD, on the other 
hand, carries interest around 11.5 per 
cent per annum and is repayable over 10 
to 30 years, including a grace period of 
three to 10 years. The debt servicing 
burden, thus, will go up not only because 
.of the interest charges on higher borrow¬ 
ings from the IBRD but also due to the 


shorter maturing of this aid. At present, 
the external debt is predominantly of 
long maturity and entails low interest 
burden, averaging to less than two per 
cent. 

Limited Assistance 

The cut in assistance from the IDA, 
official sources of course point out, may 
be limited to the World Bank's fiscal 
year 1982. It has been necessitated by 
the failure of the United States to fuffil 
its commitment in regard to the sixth 
replenishment of IDA resources, which 
has resulted in a shortfaall of $1.6 mil¬ 
lion in these resources. To some extent, 
the cut is being enforced also in view of 
the need for making available some larger 
funds to the sub-Saharan African coun¬ 
tries to which, the World Bank feels, 
other sources of borrowings are not 
available as their creditworthiness is low. 
It is hoped that the reduction in assis¬ 
tance from the IDA this year will be 
made up next year if the committed 
funds under the sixth replenishment are 
fully raised. The IDA-VI, on current 
assessment, remains a three-year pro¬ 
gramme. 

From the longer-term point of view, 
however, the assistance from the IDA is 
bound to go down. The people's Republic 
of China will be sharing assistance out 
of the next (seventh) replenishment of the 
IDA. In the IDA-VI period, it is being 
provided aid only out of the profits being 
transferred by the IBRD to the IDA. 
The change in the mix of assistance from 
the World Bank, thus, would have its full 
impact on us a couple of years hence. 
Th* debt servicing burden then should go 
up substantially. It will increase to some 
extent in the meantime on another count, 
i.e. the drawals out of the SDRs 5 billion 
accommodation secured recently from 
the International Monetary Fund. 

The dimming prospects of aid from the 
IDA and also from the IBRD will neces¬ 
sitate greater resort to commercial bor¬ 
rowings abroad. The interest on these 
funds is even higher than that on the 
assistance from the IBRD. 

Significantly enough, however, the 
Finance Minister has assured that com¬ 
mercial loans would be taken only for 


viable projects which generate 'itffr 
pluses needed to repay them, ' 

Currently, the burden of servicing the 
external debt is not considered high. It 
amounted to 11.23 per cent of our com¬ 
modity export earnings in 1979-80. This 
percentage declined to 10.65 last year. 
The outstanding external debt at the end 
of March last aggregated to Rs 11,316 
crores. The debt servicing liability, 
which in 1979-80 amounted to Rs 721 
crores, fell to Rs 714 crores last year. 
It is estimated to be around Rs 760 cro¬ 
res this year. Projection reveal that the 
repayment and interest burden of the 
existing external debt will go up to Rs 844 
crores next year. It will be of the order 
of Rs 809 crores in 1983-84 and Rs 775 

Growth of External Debt 


(Rs crores) 


1950-51 

1960-61 

1965-66 

1977-78 

1981- 82 

1982- 83 


32.03 

760.96 

2,590.62 

8,984.74 

11,820.46 

13,292.73 


crores in 1984-85. The subsequent two 
years will witness increase in liability to 
Rs 903 crores and Rs 908 crores. These 
calculations do not take into account the 
liability arising out of the recent IMF 
accommodations as well as further Joans 
which may be raised abroad. 

Mr Mukherjee has emphasised rightly 
that the capacity to raise external loans 
and to repay them depends on healthy 
export growth and efficient import substi¬ 
tution. 
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Budget Reaction» 


Central Budget: An Analysis 

Or H. R. Machlraju 


The budget for 1982-83 anticipates that 
the aggregate receipts would amount 
to Rs 27,134 crores at the current rates 
of taxation as against disbursements of 
Rs 29,219 crores, resulting in an over¬ 
all deficit of Rs 2085 crores. Of the 
receipts, tax revenues show the maximum 
buoyancy (increase of 12.4 per cent in 
1982-83) followed by non-tax revenues 
(8.7 per cent) and capital receipts (5.5 
I per cent). Aggregate disbursements are 
estimated to show an increase of 10 per 
cent in 1982-83. Of the disbursements 
the step up in Central Plan outlay from 
budgetary resources (up from Rs 6,776 
crores in 1981-82 to Rs 7,343 crores in 
1982-83), lump sum provision of Rs 350 
crores for additional dearness allowance 
to Central Government employees and 
step up in subsidies (food subsidy up 
from Rs 650 crores in 1981-82 to Rs 700 
crores in 1982-83 and fertilizer subsidy 
up from Rs 275 crores to Rs 350 crores) 
mainly account for the increase. 

Additional Taxes 

The deficit* in 1982-83 is proposed to 
be partly covered by additional tax 
measures estimated to yield Rs 470 crores 
and receipts from the sale of capital in¬ 
vestment bonds of Rs 250 crores. It may 
be mentioned that as against the Sixth 
Plan target of Rs 12,290 crores of addi¬ 
tional resource mobilisation by Centre, 
Rs 5,140 crores are expected to be con¬ 
tributed by taxation. In the first three 
years of the Sixth Plan the Centre has 
introduced measures estimated to yield 
about Rs 4,000 crores (Rs 199 crores in 

1980-81, Rs 271.11 crores in 1981-82, 
(Rs *300.50 crores in a full year) and 
Rs 470 crores in 1982-83. Rs 487.60 


* Budgetary deficit is measured by (i) net in¬ 
crease/decrease in outstanding treasury bills, 
and (ii) withdrawal from/addition to cash 
balances. 

Note: All references to 1981-82 are to revised 
estimates and 1982-83 to budget esti¬ 
mates, 
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crores in a full year) over the five year 
period and meeting 77.8 per cent of the 
five-year target. 

The budget deficit of Rs 1,365 crores 
estimated for 1982-83 after taking credit 
for additional measures of Rs 720 crores 
is much less as compared to the overall 
deficits of Rs 1,700 crores in 1981-82, 
Rs 1,506 crores in 1978-79, Rs 2,474 
crores in 1979-80 and Rs 2,577 crores in 

1980- 81. 

Matter of Concern 

The budget for the ensuing fiscal year 
follows the pattern set in 1981-82 of re¬ 
ducing the rate at which net public dis¬ 
posable income is diverted to consump¬ 
tion. It has been a matter of consider¬ 
able concern that savings of the public 
sector as a proportion of national income 
have been declining. Even in absolute 
terms they were much lower than in 1976- 
77, in 1977-78, 1979-80 and 1980-81. 
Data in regard to increase in total re¬ 
venue expenditure and revenue at 9.6 
per cent and 19.8 per cent respectively 
in 1981-82 show that the gap between 
increase in the rate of expenditure is 
lower than revenue thereby indicating 
that deterioration has been arrested if not 
reversed. In regard to 1982-83 the in¬ 
crease in revenue of 11.4 per cent at 
current rates of taxation however falls 
short of the increase of 14.3 per cent in 
expenditure. Even after taking credit for 
additional taxation of Rs 470 crores 
leading to an increase in revenue of 14.6 
per cent, the gap between the increase 
in revenue and expenditure is much nar¬ 
rower than in 1981-82. 

Certain provisions in the budget for 
1982-83 may be noted which may be use¬ 
ful for discussion at a later stage. First 
receipts : Receipts under Customs : 
Imports show only an increase of 
11.5 per cent against 21.5 per cent in 

1981- 82. Even the annual average for 
the last four years comes to about 28.5 
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per cent. Excise duties are also esti¬ 
mated to show an increase of 11 per cent 
only in 1982-83 as against 15.4 per cent 
last year. Rut if we take the average 
growth for the past four years, the esti¬ 
mate is all right. j 

Expenditure on Central Plan for 1982- j 
83 at Rs 7343 crores shows an increase j 
of 8.4 per cent over 1981-82 provision of 
Rs 6776 crores. The increase in plan 
expenditure of 8.4 per cent falls short of 
the increase in aggregate disbursement 
of 10 per cent in 1982-83. The total ex* ■ 
penditure on Central Plan financed out 
of budgetary resources has amounted to 
Rs 20,428 crores between 1980-81 and 

1982-83. 

Development Expenditure 

Provision for development expenditure j 
on revenue and capital accounts of 
Rs 8,682 crores in 1982*83 shows an in- , 
crease of 7.9 per cent over the previous ; 
year; non-development expenditure of 
Rs 6,490 crores in 1982-83 shows an in- ? 
crease of 24.6 per cent over 1981-82; de¬ 
fence expenditure of Rs 5,100 crores 
shows an increase of 10.9 per cent over : 
the previous year; and central assistance 
(grants and loans) for plan and non-plan ; 
purposes and under the Constitution to■ 
States and Union Territory Governments V 
at Rs 8,948 crores in 1982-83 show a 
nominal increase of2.9 per cent over- 
1981-82. 

The increase in development expendi¬ 
ture provided in the budget for 1982-83* 
is accounted by increase in plan expendi¬ 
ture mainly on energy and transport, 
sectors, 20-Point Programme, step up ip. 
cash compensatory support and market 
development assistance for exports and 
step up in subsidies on fertilizer and food 
by Rs 125 crores. The increase in non-^ 
development expenditure of Rs 1282 
crores is mainly accounted by provision 
of additional dearness allowance of Rs 350 
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jjjferorcs and step up in interest payments 
/by Rs 600 crores. 

Of the development expenditure special 
; mention may be made of subsidies. Food 
and fertilizer subsidies are included 
under development expenditure under 
agriculture and industries respectively. 

. The subsidies together account for 
Rs 1,050 crores in 1982-83 and constitute 
3.6 per cent of aggregate disbursements. 
The reduction of subsidies is actually 
taken as a resource in the Sixth Plan 
document. On the other hand these two 
subsidies account for Rs 2,841 crores 
over the first three years of the Sixth 
Plan. The Sixth Plan took credit for 
Rs 3,250 crores from reduction of sub¬ 
sidies under additional resources mobili¬ 
sation. 

The budget provides under the Central 
Plan for the National Rural Employment 
Programmes Rs 190 crores which would 
be matched by an equal provision by the 
States. The effectiveness of these em- 
, ployment schemes to solve the poverty 
problem has to be assessed. These schemes 


generate income during their currency by 
hiring the rural poor. But what hap¬ 
pens after the grant is exhausted ? How 
many community assets created under 
these schemes endure ? The concept of 
employment and wage is really not rele¬ 
vant for making life meaningful for our 
rural poor. What they need are schemes, 
activities and things-to~do which involve 
them in producing something for the 
market. The concept of ‘grih-udyog' 
which involves the poor on a more or less 
continuous activity is what is called for. 
Identification of production opportu¬ 
nities, organising production, storage, 
marketing and credit are the aspects in¬ 
volved in uplifting poor. We really can¬ 
not afford to fritter any our scarce resour¬ 
ces on digging and filling holes. Further 
such employment schemes add to money 
demand without augmenting output. 
Unless wc integrate poor into productive 
activity and help them to add to the total 
supply of goods and services the twin 
problems of poverty and generation of ex¬ 
cessive monetary demand cannot be solved. 


The provision on defence wmcl bit 
been stepped up by 10.9 percent in 1982* 
83 is necessary in the critical interna¬ 
tional political climate in which we find 
our sub-continent. 

It may be however noted that defence 
expenditure has been more or less 
doubling every four years. While a part 
of this may be accounted for by the need 
for modernisation of the armed forces 
with the latest weaponry and delivery 
systems, the position in regard to obtain¬ 
ing the maximum value for each rupee 
spent on defence is not quite clear. The 
same level of expenditure could be used 
for financing different combinations of 
different wings of the armed forces, 
weaponry and delivery systems. Such 
combinations and alternative deployment 
possibilities if explored (may be, these 
exercises arc probably done), would give 
us maximum efficiency for a given level 
of expenditure on defence. The other 
related question in regard to defence ex¬ 
penditure is the question of fostering an 
unified productive network backed by 
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large R &t> outlays. As it is we have more 
or less parallel production networks for 
civilian and defence production. Their 
integration would constitute a large 
saving for the economy and research 
and development financed, may be from 
the budget, could benefit both the sec¬ 
tors—public as well as private. This 
point deserves consideration in view of 
the escalation in cost of imported tech¬ 
nology and also the nation's inability to 
afford the setting up of parallel pro¬ 
ductive networks. 

Finally, net loans from the Centre to 
States and Union Territories in 1982-83 
are estimated at Rs 3,768 crores as com¬ 
pared to Rs 4,132 crores in 1981-82. If 
we allow interest payment of Rs 1,036 
crores in 1982-83 by the States and 
Union Territory Governments, the net 
payment by Centre would amount only 
to Rs 2,732 crores as against Rs 3,234 
crores in 1981-82. 

The Central Budget lor 1982-83 has 
been presented in the context of an all¬ 
round improvement in the economy, it is 
rare in recent years that an occasion like 
this has presented itself. It is not one 
sector, agriculture, or industry or infras¬ 
tructure doing well but all in unison put¬ 
ting up a good show. Real national in¬ 
come increased by 7.0 per cent in 1980-81 
and estimated to have gone by 4.S per 
cent in 1981-82. Actually, if we take the 
last five years, rise in real national income 
is impressive. T n the current financial 
year there is considerable improvement 
on the price front and the increase in the 
quantity of money is really restrained. 

Respectable Position 

On the price front the rate of increase 
in wholesale prices has come down 
substantially for us to be able to say as a 
nation with pride that we have only a 
single digit inflation which is quite respec¬ 
table in the current international context. 
The growth in money supply (M A ) has 
also been restrained and the data for the 
current year (from April 11, 1981) upto 
January 9,1982 show only an increase of 
5.78 per cent. Finally, the stock market 
and the new issue market have been buo¬ 
yant. The index number of security 
prices for ordinary shares has gone up by 
22.8 per cent (up 11.5 per cent in 1980-81) 


in the current financial year (upto Janu¬ 
ary 16, 1982). New issues in the first 
six months of 1981 amounted to Rs 256.7 
crores as against Rs 156.7 crores in 1980, 
The only bleak feature in an otherwise 
bright economic horizon was the worsen¬ 
ing of our balance of trade position and 
depletion in our foreign exchange reser¬ 
ves. But these problems have been bold¬ 
ly met by the IMF loan and step up in 
indigenous production of oil reducing our 
dependence on imported oil in the very 
near future. 

Returning to the budget, we might say 
that the economic position of the country 
calls for a bold and imaginative budget. 
After all the budget is an instrument to 
transform our resources into economic 
activity and production. To exaggerate 
a little bit the current economic situa¬ 
tion affords an opportunity to keep the 
tryst with destiny Panditji dreamed about. 
But we have on the other hand proposals 
which, while in the right direction, are not 
of a size and magnitude to overcome the 
inertia and to give a momentum to the 
economy. 


Rate of Investment 

Our tasks today are to step up 
considerably the rate of investment in an 
atmosphere of price stability (assuming a 
single digit inflation rate is stable) pro¬ 
mote exports and achieve reasonable 
growth in income. We should have 
attempted to move forward by stepping 
up the rate of savings in the economy 
and by offering fiscal incentives and cash 
subsidies to industries in export sector 
and for import substitution in which wc 
have a comparative advantage internatio¬ 
nally and formulate a comprehensive 
policy in regard to the role of external 
sector in the Indian economy. 

First in regard to savings. Savings in 
the Indian economy after reaching a high 
level of 19.6 per cent of national income 
in 1978-79 have declined to 17,1 percent 
in 1979-80 and further to 17.00 per cent 
in 1980-81. The high rate of course wit¬ 
nessed in three years 1976-77, 1977-78 and 
1978-79 probably reflect the impact of 
remittances of Indians working abroad 
but the decline since then is more on 
account of the impact of inflation on 
savings. The ability of the households has 
been eroded in view of the large increase 


in prices experienced in 1979-80 and 
1980-81. The incentives offered for long ; 
term savings in the budget such as life 
insurance, provident fund contribution, 
cumulative time deposits (10-year$) in 
Post Offices and Unit-Linked Insurance 
by raising the proportion eligible for 
deduction from current income from 
Rs 5,000 to Rs 6,000 and the absolute > 
amount from Rs 30,000 to Rs 40,000 
really does not enlarge savings at a mag* ;|i 
nitude to step up the rate substantially. 4! 

. ■■ v 

Negative Phenomenon ^ 


Savings are a negative phenomenon, ^ 
What is not consumed is saved. The'i 
objective of tux policy should be to 
influence the decision to consume or no$|? 
to consume. The household can be 
suaded to abstain from consumption^ 
only if the rate of return is sufficiently^ 
high, first to offset the rise in prices 
second to reward the act of abstinence.^ 
This level may be reached if the interests 
rate is about 15 per cent or 18 per cental 
This implies that in working out tax coa*i$j 
cessions we should ensure that theittS 
dividual or household would get a returJtfJ 
of that magnitude. Bjj 

The current interest rate policy is not ^ 
really conducive to stepping up the ratqtj 
of savings. We may recall here the 
perience of other developing countries 
in Fast Asia and Latin America wi 

efforts to raise savings rates _^ 

large and dramatic increase in interest*} 
rates met with success. In this connfiQ«| 
tion, one often comes across the argu^ > 
ment in our country that high rates dip; 
interest impose a burden on the Govern*| 
ment as well as the corporate sector.* 
First the current low rate docs not reflect^ 
the scarcity of the capital. The rates 
the unorganised sector which are arouti^ 
25-30 per cent probably reflect bette$| 
scarcity of the capital in the economy.!* 
The present low rates while they facili¬ 
tate the servicing of debt by GovernmegJ^ 
lead to mis-allocation of resources in: 
view of the low cost of capital. They; 
argument that investment estimates 6$ 
the corporate sector would be adversely;., 
affected is not really valid. First interop 
rate is no index of the cost of borrowed 
funds because interest is tax deductible 
as cost while computing profits of thje 
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company* Second, the cheapness and 
low cost of borrowed funds (equity is 
gnore expensive) has been coming in the 
way of enlarging the equity base of the 
corporate sector. The predominance of 
debt in the capital structure of the com¬ 
pany gives rise to inability to face 
vicissitudes in demand for the product 
and leads often to cash insolvency, and 
sickness. 

Finally, the saver in this country who 
prefers among the financial institutions 
available to keep his savings in the 
banking system (78 per cent of financial 
assets in 1980-81) is really taken for a ride. 
Nowhere in the world is the margin bet¬ 
ween the deposit rate offered to the saver 
land the lending rate charged to the borro¬ 
wer so wide. There is a strong case for 
narrowing down this margin and raising 
the rates payable on savings and time 
deposits and reduce the margin which has 
been helping to cushion the inefficiency 
of the banking system. 

The budget proposals for exempting 
long term capital gains where the net 


consideration is invested by tax payer in 
a residential house should give a boost 
to housing especially in the context of 
decontrol of cement. 

The proposal for raising the limit of 
investment in equity shares of new indus¬ 
trial companies and companies engaged 
in providing long term finance for cons¬ 
truction or purchase of houses for resi¬ 
dential purposes from Rs 10,000 to 
Rs 20,000 should be extended to pui- 
chase of shares of existing companies. The 
maximum amount for purchase of shares 
of existing companies may however be 
subjected to the same monetary ceiling 
we have for contributions to financial 
assets such as life insurance and provi¬ 
dent funds. To ensure that the tax payeF 
stays locked in with his investment, es¬ 
pecially in shares of existing companies it 
may be insisted that he should hold such 
shares for five years. This would really 
give a fillip to a wide spectrum of shares 
instead of limiting active trading to a few 
chosen scrips. 

In regard to raising the rales of per¬ 


sonal taxation by 2\ per cent on slabs of 
60,001-70,000and 85,001-1,00,000 one may 
stale that the concessions for stimulating 
savings and investment may more or less 
cancel out the impact as far as progres¬ 
sion is concerned. 

The incentives provided in the budget 
in terms of excise relief for increased 
production of goods in 38 tariff items 
during March 1, 1982 and February 28, 
1983 and allowing 25 per cent of produc¬ 
tion of units in the free trade zones to be 
cleared into domestic tariff area are real¬ 
ly imaginative and are to be welcomed* i 
But in view of delays normally involved i 
in organising productive activity* , it is j 
doubtful whether the excise duty relief for 
increased production for a short period 
of 12 months would have any significant 
impact on industrial production. It may 
be worthwhile to offer it for a 36-month 
period. 

While on the subject of incentives, the . 
question of fostering development of f 
indigenous technology through liberal; 
fiscal incentives may be mentioned. Our 
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competitiveness in the international 
tafcrket depends not only on using 
modern methods but also adopting such 
methods at lowest cost. The present 
practice of importing technology by pay¬ 
ing exorbitant royalty is not contribut¬ 
ing to improving the competitiveness of 
Indian products in (he international 
market. Unless we develop the techno¬ 
logy domestically, our products will not 
be able to compete in the international 
markets. The competitive strength of 
the Japanese exports is derived mainly 
from the indigenous development of 
technology. In the short run one may 
buy technology from abroad but it would 
not impart competitive strength to pro¬ 
duction meant especially for exports. 
This aspect becomes more important in 
view of the liberalisation and opening up 
of our economy. When industries in 
USA such as steel and automobiles can¬ 
not face competition from Japan how 
can we, even in the case of other indus¬ 
tries, face competition. It maybe pointed 
chat weakness of US steel especially was 
due to low R&D rates in that industry. 
The problem can be met only if wc ear¬ 


mark large amounts for R &D and adopt 
suitable fiscal reliefs and cash subsidies 
for investment in productive processes. 

Finally, the role of external sector in 
the Indian economy has to be clarified 
in the context of international inter¬ 
dependence a la Brandt Commission, pro¬ 
tectionist postures of the advanced indus¬ 
trialised countries and shrinking of con¬ 
cessional international assistance. The 
options available to India and the cost 
thereof have to be evaluated. It is no 
longer a simple question of stepping up 
exports or going in for import substitution 
to improve our overall trade position. 

On the other hand, we should have 
a perspective of our exchange budget for 
ensuing financial year and the succeeding 
five-year period. May be these exercises 
in exchange budgeting are done but the 
public are not aware. Such foreign ex¬ 
change budgeting would give us a pers¬ 
pective to our economic relations with 
the rest of the world and enable us to 
understand our inter-dependence on 
other nations and help us to allocate 
foreign exchange to the most efficient 
uses. We have for instance been very 


hesitant about tapping internationfel ^ 
tat markets for project finance. If we J 
really did the exchange budgeting We 
should have taken advantage of large 
amounts of resources available and the 
favourable credit relating India enjoys 
in the international capital markets to 
finance our projects especially in energy, 
chemicals, metals and transport sectors. 

Such borrowing would help us to 
step up boldly our investment and get 
oft' the drawing board a number of large 
projects in industries and sectors where we 
have a large and favourable endowment of 
resources. Again this requires a matching 
effort to raise the level of domestic sav¬ 
ings. In view of the shortfall in domes¬ 
tic saving in the last two years our total ^ 
investment had to be financed by foreign 1 
savings to the extent of 0.5 per cent of 
NNP in 1979-80 and 2.1 per cent of NNP 
in 1980-81. In view of rhe low rate of 
domestic savings (vis-a-vis investment 
requirements) and consequent dearth of 
rupee funds to compliment project funds 
from abroad wc have to adopt bold 
methods and not half-hearted and timid 
ones to raise the level of savings. 
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ISI Mark is applied on goods 
through an approved system 
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Damned Lies and Statistics 


Economic Survey being placed before 
the House every year before presentation 
of the Budget is intended to give a 
detailed review of tbe major trends in 
the economic situation of the country 
and forms a basic document to help 
Parliament and the public in analysing 
and understanding the purpose of the 
I Budget proposals. As such, the contents 
of the Survey should be highly authentic 
and accurate. Unfortunately the Economic 
Survey for 1981-82 contains many facts 
and figures which have been arbitrarily 
altered to differ violently with those given 
in the Economic Survey Reports of 
1980-81 and earlier years. 

When a particular statistics is marked 
as ‘provisional’, ‘anticipated’, ‘estimated’ 
or ‘target’, it is understandable that when 
the accounts are finalised and the actuals 
become available, the corrected figures. 


Era Sazhiyavif M P. 

with due attention, are included in the 
next Survey. But it is highly improper on 
the part of the Government to revise 
drastically figures given in final form in 
the past reports,without any indication 
to the reader of such a revision. If, for 
example, the index numbers of an agri¬ 
cultural development for the year 1972-73 
gets suddenly revised in the Economic 
Survey for 1981-82, without any indica¬ 
tion in the footnote, the reader is over¬ 
whelmed by the productive capacity of 
the Government in the field of statistics. 
Below are given a few instances that came 
to my notice on scrutinyof the economic 
Survey of 1981-82 where some indices 
and actuals have been altered arbitrarily, 
without any explanation, from those 
given in the Economic Survey Reports of 
1980-81 and earlier years. 


To state some of the aberrations : 

* 

(1) The percentage of annual changeJ 
of GNP for the year 1977-78 is state*} to % 
be 8.1 in 1979-80 Survey, 8.4 in 1980-8} V 
Survey and 8.6 in 1981-82 Survey. 

'/ X,i 

(2) The annual change in percentage | 
of electricity generated for the yearl977* ^ 
78 has been given as 4 4 in 1979-80 ai*4;$ 
1980-81 Reports and 3.4 in 1981-82^ 
Survey. The same percentage for 

year 1978-79 has varied from 12,1 
1979-80 Survey, to 11.2 in in 1980-81^ 

1 ?v 


Survey and to 12.2 in 1981-82 Survey. 


(3) The average daily loadings 
coal to steel plants during 1980-81 (April 
to December) was stated to be 1450 ill' 
1980-81 Survey, but suddenly improved^! 
to 2222 in 1981-82 Survey. 

(4) The Index Number of agricultur&ifj 



Table 1.1 

I. Selected Economic Indicators 


II. Table 3.3 i 

Average Daily Loading of Coal in Four Wheeled Wagons . j? 


(Percentage change over previous year) 


Period 

As per 1981-82 
Survey 

As per 1980-81 
Survey 

Year 

1981-82 1980-81 

1979-80 


(page 14) 

(page 13) 


Survey Survey 

Survey 

1980-81 (April-Dee.) 

To Steel Plants 



1) Gross National Product at 1970-71 Prices 


2222 

1450 

1974-75 

1.2 1.2 

1.0 

HI. Table 4.1 

IV. 

Table 5.1 




1975- 76 

1976- 77 

1977- 78 

1978- 79 

5) Electricity Generated 
1975-76 

1977- 78 

1978- 79 

8) Imports (in current prices) 

1979- 80 

9) Exports (in current prices) 
1979-80 


9.6 

1.3 

8.6 

5.3 

12.9 

3.4 

12.2 


9.6 

1.5 

8.4 
5.9 

12.8 

4.4 

11.2 


9.7 

1.5 

8.1 


12.8 

4.4 

12.1 


Percentage Change in Monthly 
Index of Industrial production 


Year & 1981-82 1980-81 

Month Survey Survey 

(Page 17) (Page 18) 


Index Numbers of Wholesale 
Prices 

Percent variations : 25.3.78/ 
26.3.77 V 




Commo¬ 

dities 


As per 
1981-82 
Survey 


As per 
1980*81*--! 
Survey-* 


32.4 

29.1 

1980-81 



All Commo- 



July 

2.3 

1.9 

dities 

0.4 

03 ’?■? 



August 

0.7 

1.6 

Fuel, Power 

4.5 

43 

12.8 

12.2 

September 

3.2 

2.5 

Mineral Oils 

1.6 

1.5 & 
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production of AH Commodities for the 
year 1975-76 [has been given as 124 8 in 
the 1981-82 Survey as aguinst 125.3 
maintained in the previous three Reports. 

(5) More hectares of land have been 
brought under high-yielding varieties of 
paddy cultivation and more agricultural 
production achieved for certain years in 
the field of statistics by 1981-82 Survey. 

(6) Statistical Table 4.1 dealing with 
sources of change m money stock has 
undergone dramatic changes. The varia¬ 
tions duiing 1977-78 in M, (Money 
Supply with the Public) is stated to be 
minus 1636 crores in 1981-82 Survey* 
whereas the same is given as plus 2359 
crores in 1980-81 and 1979-80 reports. 


Even after allowing for the delay In 
closure of accounts, one is mystified at 
the upside down changes made without 
proper explanation. 

(7) In the Economic Survey Reports 
for 1979-80 and 1980-81 separate figures 
were compiled to denote “Deficit 
Financing’ 1 with a foot-note: 

“Deficit financing differs conceptually 
from the Budgetary deficit as defined in 
budget documents and is a more appro¬ 
priate measure of the net impact of budget 
operations upon domestic demand”. 

But the particulars of deficit financing 
int roduced in the last two Surveys have 
been omitted in Table 6.1 of the Econo¬ 
mic Survey 1981-82. 


* !t is * obvious that the Government in 
preparation of the Economic Survey for 
1981-82 has adopted towards Parlia¬ 
ment and the public a contemptuous 
attitude; whether this is out of deli¬ 
berate deceptivencss or callous compla¬ 
cency is still to be found out By 
practicing such a skillful art of statis¬ 
tics, the Government may, in the ‘Year 
of Productivity’, succeed in producing 
more in the charts and tables than in the 
fields and factories of the country. Benj¬ 
amin Disraeli once said : “Lies, damned 
lies and Statistics”. The Government of 
the day in India have added a fourth 
dimension “damned statistics”! 


V. Tabu 5.3 
Bchawour of Prices 
(Between 29.3.80 and 17,1.81) 


Commodities 

% age change 

% age share 


1981-82 

Survey 

1980-81 

Survey 

1981-82 

Survey 

1980-81 

Survey 

All Commodities 

14.0 

13.2 

100 

100 

A) Administered prices 

20.6 

31.8 

32.3 

30.6 

(i) Petroleum crude 

18.3 

16.1 

6.2 

5.8 

(ii) Petroleum products 

39.5 

39.6 

19.9 

21.2 

(iii) Fertilizers 

52.9 

52.9 

3.4 

3.6 

B) Sugar, Khandsari etc 

20.8 

20.7 

17.9 

18.9 

C) Seasonal Items 

16.5 

i6.2 

30.5 

31.6 


VH. Tabi r, 7.1 

Sources of Change in Reserve Money 
_ (Rs. Crores) 

Variations during 
1978-79 1979-80 



As per 

As per 

As per 

As per 


1981-82 

1980-81 

1981-82 

1980-81 


Survey 

Survey 

Survey 

Survey 

1) Net RBI credit to 





Government 

1772 

1613 

2989 

2802 

5) Governments’ currency 
liabilities to the public 11 

(-)2 

( )12 

1 

6) Net non-monctary 
liabilities of RBI 

27 

(--) 133 

823 

638 

Reserve Money 

3142 

3129 

2490 

2501 


VUI 

Tabi> 7 ? 




Sources of Change in Money Stock 
Variations During 1979-80 (March 31 to March 31) 

As per 1981-82 As per 1980-81 


VI. Tabu 6.1 

Budgetary Transactions : Deficit Financing 

In “Economic Survey : 1979-80” (Table 5.1) and in 

“Economic Survey : 1980-81” (Table 6.1) figures for deficit 
financing were given, comparatively from 1975-76 onwards, 
with a foot-note : “Deficit Financing differs conceptually front 
the budgetary deficit as defined in Budget documents and is 
a more appropiiate measure of the net impact of budget 
operations upon domestic demand”. But, the particu¬ 
lars of deficit financing which was taken as an appropriate 
measure of the net impact of the budget operations in the 
last two surveys, have been appropriately omitted in Table 
of the Economic Survey : 1981-82. 

BHlASTfiRN ECONOMIST i 



Survey 

Survey 

M 4 (Money supply with the public) 

2709 

2641 

M, 

(15.7) 

(12.0) 

(II) (Aggregate Monetary resources) 

7111 

7137 

(III) Source of change in M s 

(17.7) 

(17.8) 

(1) Net bank credit to 

4084 

3896 

Government (a+b) 

(25.6) 

(25.1) 

(2) Bank credit to Commercial 

5475 

5472 

Sector 

(21.4) 

(21.4) 

(4) Governments’ currency 

(—) 12 

2 

liabilities to the public 

(-2.0) 

(0.2) 

(5) Banking Sectors net 

2393 

2189 

noa-monetary liabilities 

(32.8) 

(31.7) 


h. titMttWiteMUhW i n WNfah vf 
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Statistical Table 4.1 
Sources of Grange in Money Stock (M,) 


(Rs crores) 


Variations during (Mar 31 to Mar 31) 


1976-77 

1977-78 

1978-79 

1979-80 

I, M x (Money supply with 





the public 
(a) 81-82 Survey 

2699 

- 1636 

2904 

2709 

(b) 80-81 Survey 

2699 

2359 

3643 

2641 

FI f I. Agprecat? 





(a) 81-82 Survey 

S301 

5125 

7206 

7111 

(b) 80-81 Survey 

3301 

S124 

7198 

7137 

1 (1) Net bank credit to 





Government 
(a) 81-82 Survey 

1175 

1923 

2203 

4084 

(b) 80-81 Survey 

640 

2211 

2046 

3896 

SA ’ Net non-monetary 





liabilities of RBI 
(a) 81-82 Survey 

788 

275 

27 

823 

(b) 80-81 Survey 

252 

564 

--133 

638 


Statishcai Tabu 1 4 

Index Number* of Agricultural 
production 

Groups/Commodity : 

C—All Commodities 


bor 

Year 

As pci 

1981-82 

Survey 

As per 
1980-81 
Survey 

1972-73 

102.2 

102 3 

1975-76 

125.8 

125.3 

1976-77 

116.4 

116.5 

1977-78 

132.'’ 

133.3 

1978-79 

137.8 

137.9 


Staiisiicai Table 1.10 
Progress of Selected physical 
Agricultural Development 
Programmes 

HY VP: Paddy (Million 
Hectares'! 


Year As per 
1981-82 
Survey 

As per 

1980*81 

Survey 

1972-73 

8.17 

8.11 

1973-74 

9.98 

10.00 

1974-75 

11.21 

11.20 

1975-76 

12.44 

12.40 

1976-77 

13.34 

13.30 

1977-78 

16.12 

15.60 


StAnsncAL Tablf 1.10 
Programme : Soil Conservation 
(in Million Hectares) 


Year 

As per 

As per 


1981-82 

1979-80 


Survey 

Survey 

1971-72 

13.80 

1.49 

1972-73 

15.21 

2.17 

1973-74 

17.00 

17.10 



'An apex Indian corporation engaged in international 
trade, MMTC extends its activities to major world * 
markets encompassing 66 countries, involving a wide 
range of exports and imports. Maintaining a steady ■ 
growth over the years, the total turnover in 1980-81 
reached e record level of over US 62300 million.!- 

MMTCmtpbrts Iron ore, manganese ore, chrome] 

1 ore, barytes, beuxite, granite, bentonite, vernnculite, 
dlltimanite etc. In the year 1980-81 it exported 
/16 million tonnes of Iron ore and 1.13 million tonnes 
, of other minerals to serve steel, oil and other 

^/Industries the world over. “ 

Kto meat the demands of essential inputs for industrial 
and agricultural sectors, MMTC imports nearly 
40 items including copper, zinc, lead, stainless steel, 

1 nickle, aluminium, platinum, mercury etc, for - MU' 
industry and urea, potash, sulphur, DAP. phosphates 
etc., for agriculture. 

► • * . 

Established around two decades back, MMTC has 
> since developed a dynamic professionalism and 
established trade relations with reputed business) 
houses the world over. It always welcomes 
associa tion wi th_buyera an d sellers i n any partjgfjtha, 
globe. ~ “ ■ 



* 




THE MINERALS & METALS 
' TRADING CORPORATION 
OF INDIA LIMITED 

(A Government of India Undertaking) 
Express Building, Bahadur Shah Zsfar Marg, 
'' , New Delhi-110002 


Telex No. 2285 & f 
2934: AB: 31-2285 MMTC IN & 
31-2934 MMTC IN - 
Cable : 'EMEMTICI' New Delhi-(lndia) 








EDUCATION 
IS NOT 
OUR FIELD ... 



but education in the field is! 


Farmers progressing through 
progressive farming. Bumper 
harvests, bumper returns. 
These are the goals of IFFCO ■ 
Asia's largest fertiliser coopera* 
tive. A mass : ve collective 
effort of 30 million Indian 
farmers working through 
27 # 000 cooperatives. 

How do we reach our goals ? 
First, by producing more and 
more fertilisers so vital for 
bigger, better crop yields. 
Second, by showing farmers 
the benefits of balanced 
- fertilisation and advanced 
farm techniques. 



Over 300 IFFCO experts are in ' 
the field throughout India. 

Helping train farmers in modern 
methods of agriculture. Through 
crop seminars, demonstrations, 
farmer meetings, exhibitions, 
melas, radio and other media. 

In addition, IFFCO has set up 57 
Farmer Service Centres and 
adopted 225 villages around the 
country. So that...from the 
snow-blessed hills of Kashmir to 
the ocean-washed shores of 
Kerala, from the rain-drenched 
plains of West Bengal to the sun* 
kissed vaMeys of Maharashtra*** 
our gallant farmers may truly 
enjoy the fruits of their devotion. 



|FFC0 - greater production for the nation, greater prosperity for the farmer 
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Non-Inflationary Mobilisation of Resources 


The budget estimates for 1982-83 provide for an outlay of Rs 31,000 crores for the 
Central Plan , It represents an increase of 27.6 per cent over the Plan outlay of Rs 8,619 
crores in 1981-82 budget estimates . Substantial increase has been envisaged in the 
outlay on crucial sectors of the economy. Petroleum and its refineries gets Rs 2,045 
crores , an increase of 90 per cent over the expenditure in 1981-82. The outlay on power 
sector in the Central Plan is slated to he Rs 929 crores compared to Rs 721 crores in 
1981-82. Coal gets Rs 877 crores against Rs .578 crores in 1981-82, an increase of 52 per cent. 
The energy sector , taken together , thus, gets 62 per cent higher allocation in the budget 
for 1982-83 than in the current year . A provision of Rs 2133 crores has been made for 
irrigation and command areas development. The total expenditure in 1982-83 is placed at 
Rs 29,219 crores. 

Given below is the text of Part A of Finance Minister's budget speech , 


The Economic Survey for 
1981-82, placed before the 
House a few days ago, gives a 
detailed review of the current 
trends in the economy. 1 shall, 
therefore, touch upon only a 
few important aspects of the 
economic situation which have 
influenced the formulation of 
this year’s Budget. 

^ As the House is aware, when 
the present Government came 
into office a little over two years 
ago, the country was fated 
with a serious and deteriorating 
economic situation. Gross Na¬ 
tional Product and declined by 
as much as 4.8 per cent in 1979- 
80, the infrastructure was a 
shambles, and prices had in¬ 
creased at an annual rate of 
23.3 per cent by the end of 
January, 1980. It was against 
this background that, while pre¬ 
senting the regular Budget,, for 
1980-81, my distinguished pre¬ 
decessor had informed . the 
House that an important task 
before the Government was to 
arrest the deterioration in ( the 
l economic situation and to; set 
^ the economy on the path of 
stability and growth. 

1 am glad to say that we have 
gone a long way in achieving 
these objectives. Our Gross 


National Product in real terms 
increased by 7.5 per cent in 

1980- 81, and is expected to 
grow further by 4.5 per cent in 

1981- 82. The infrastructure is 
functioning well. Inflation is be¬ 
ing controlled. Production of 
foodgmins is likely to reach a 
new peak this year. The indus 
trial sector will record a growth 
of 8 per cent. 

The light against inflation has 
been a high priority of the 
Government. Any slackening 
of effort on this front would 
have undermined the very basis 
of our development. Inflation 
hurts all sections of the com¬ 
munity, but it hurts the weaker 
and poorer sections the most. 
Inflation also hurts the deve¬ 
lopment process as investment 
costs gel distorted and financing 
becomes an increasingly severe 
problem. It is, therefore, a 
matter of satisfaction that we 
have succeeded in bringing 
down the rate of inflation sub¬ 
stantially. 

At the end of January, 1982, 
the annual rate of inflation on 
a point-to-point basis was only 
4.9 per cent as against 15.9 
per cent at the end of January, 
1981 and 23.3 per cent at the 
end of January, 1980 when the 


present Government took over. 
The deceleration in the whole¬ 
sale prices has occurred in a 
wide range of commodities, 
and is being gradually reflected 
in the consumer price index. 

However, the price situation 
requires constant vigilance, and 
there can be no room for com¬ 
placency. The international 
price situation continues to be 
uncertain. At home, a drought 
or the failure of a major crop 
may well upset the demand 
and supply balance. We must 
continue our efforts to increase 
the supplies of agricultural and 
industrial commodities and also 
restrain the growth of aggre¬ 
gate demand. At the same 
time, we must ensure that anti¬ 
social elements do not disrupt 
supplies and the distribution 
net-work. 

As 1 mentioned before, food- 
grains production is likely to 
reach a new peak in the current 
year. The kharif foodgrains 
production is estimated at 
around 80 million tonnes as 
against 77.4 million tonnes in 
1980-81, and the prospects of 
rabi crop are good. Sugarcane 
production is likely to increase 
substantially and sugar produc¬ 
tion should reach a record level 


of over 67 lakh tonnes, j 
Groundnut production may bo | 
20 to 25 per cent higher than 
in the last year. Significant in- j 
creases are also expected in | 
cotton and jute. 

The sustained good perfor- j 
mancc in agriculture is testi* 
mony to the hard work of our , 
farmers, agricultural scientists, 
and extension workers. It also 
underscores the basic sound? 
ness of our agricultural strategy, 
which has emphasised creation 
of irrigation potential, greater ; 
fertiliser use, spread of higb* 
yielding varieties of seeds, and 
remunerative price support 
policies. 

Industrial production, which 
had declined by 1.4 percent; 
in 1979-80, recorded an in¬ 
crease of 4 per cent in 1980-81. 
In 1981-82, the growth rate 
will be twice as high. A large 
number of industries such as 
petroleum and petroleum pro¬ 
ducts, fertilisers, steel, cement, 
vanaspati, sugar, newsprint* 
caustic soda, wagons and com¬ 
mercial vehicles, are expected 
to achieve new peak levels of, 
production during the year. 

Improved Performance 

The increase in industrial pro- 
duction has been sustained by 
the concerted action taken by 
the Governmnnt to improve 
the performance of infrastruc¬ 
ture sectors. In the current 
financial year, upto January, 
power generation has increased 
by 11.3 per cent. Coal pro¬ 
duction in the last two years 
has increased by over 17 mil* 
lion tonnes, and the target of 
121 million tonnes for 1981*82 
is likely to be exceeded. Hf 
railways, the previous record 
in freight loading will be sur¬ 
passed and the revenue earning 
traffic is expected to go up to 
165 billion tonne kilometres. 
This has been made possible by 
improvement in operational 
efficiency as evidenced, for 
example, by the significant re* 
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B on in the wagon turn- 
el time during the year 
onetaiy and credit policies 
tg the year continued lo 
hasise the requirements 
eeting the credit needs foi 
er pioduction, particularly 
he priority sectors, while 
aining the growth of aggre¬ 
gate demand In ordei to ics- 
train the growth of liquidity in 
Ihti system, the cash reserve 
ratio was inucased in phases 
from 6 to 8 per cent, and the 
statutory liquidity nitio was 
raised from 34 to 35 per cent. 
[The Bank Rate was increased 
from 9 to 10 per cent and re¬ 
financing rates of the RBI were 
also raised i ven so, the growth 
of bank credit to the commer¬ 
cial sector during the >ear 
1981-82 is likely lo be of the 
order of 19 per cent which 
should be adequate to meet the 
{legitimate credit requirements 
|Df productive sectors 
| Hon’ble Members will be 
happy to note that the opera¬ 
tion of our public sector banks 
has been further oriented to¬ 
wards extending banking faci¬ 
lities to underbanked rural and 


semi-urban areas, and enlarging 
the flow of credit to priority 
sectors particularly the weaker 
sections of society. During 
January-November, 1981, 251 7 
new branches were opened by 
commercial banks of which 
2269 were in rural and semi- 
urban areas. During 1981, 22 
regional rural banks were add¬ 
ed to 85 such banks as at the 
end of 1980. The priority sec¬ 
tors now account for about 
36 per cent of the aggregate 
bank credit as compared to 
about 33 per cent in 1979 The 
target to be achieved by March, 
1985 is 40 per cent The 
differential rate of interest 
scheme has been effectively im¬ 
plemented and the target of 1 
per cent of aggregate credit for 
this scheme is being achieved 
by public sector banks. The 
National Bank for Agricultural 
and Rural Development is ex¬ 
pected to start functioning 
within the next few months. I 
am also pleased to inform the 
House that the Export Import 
Bank of India has been estab¬ 
lished with effect from 1st 
January, 1982. 


I would now like to refer to 
the balance of payments situa¬ 
tion. As the House is aware, 
there has been a substantial 
deterioration in our balance of 
payments since 1979-80 prima¬ 
rily because of sharp increases 
in import prices, particularly 
of oil and oil products. Anti¬ 
cipating these developments, 
the Government made timely 
arrangements to negotiate a 
line of credit for SDR 5 billion 
from the mternationel Mone¬ 
tary Fund under its Extended 
Fund Facility. This was neces¬ 
sary to avoid the disruption of 
our economy for want of 
essential imports and to gain 
time for re-adjustment to the 
new situation This line of 
credit has been accepted m 
order to support an adjustment 
programme drawn fiom out 
strategy of planned develop¬ 
ment, It will help us to imple¬ 
ment our own policies which 
have been sanctioned and ap¬ 
proved by our people and 
Parliament. 

The main elements of the 
Government’s strategy for 
restoring the viability of our 


balance of payments in the 
coming years are: first and 
foremost, an increase in the 
domestic production of petro¬ 
leum and petroleum products, 
fertilisers, steel, edible oils 
and non-ferrous metals. These 
account for nearly 60 per cent 
of our total imports. The 
Government has taken neces¬ 
sary action to step up produc¬ 
tion and investment in these 
and other critical areas. 

We must also intensify our 
efforts at expanding the export 
base and creating conditions 
conducive to larger exports. 
Exports have increased by 15.4 
per cent during the first 8 
months of the financial year, 
which is encouraging. How¬ 
ever, m several areas, particu¬ 
larly in our traditional ex¬ 
ports, such as textile fabrics, 
jute and tea, we are facing 
unfavourable world market 
conditions While sustaining 
exports of these and other 
traditional commodities, much 
greater effort is now needed 
to expand those exports for 
which world markets arc grow¬ 
ing. In recent years, our rc- 
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ceipts frota invisibles, parti* 
cubriy from remittances by 
non-residents of Indian origin, 
have shown a healthy growth. 
This has been a stabilising fac¬ 
tor in our balance of pay¬ 
ments, and we must continue 
to provide adequate facilities 
for growth of receipts from 
this source. 

The past two years have 
been years of crisis manage¬ 
ment and recovery. It is a 
measure of our success that 
the economy is now back on 
the rails. This provides us an 
opportunity to initiate further 
efforts for moving the eco¬ 
nomy forward and to achieve 
the necessary medium term 
adjustment. The objective of 
policy in 1982-83 will be to 
maintain the momentum of 
growth and to make an all-out 
effort to achieve the social and 
economic objectives of the 
Sixth Plan. This would call 
for larger investments, and a 
relentless pursuit of goals of 
higher productivity, efficiency 
and reduction in disparities. 
This is the message of the re¬ 
vised 20-Point Programme. 
The Programme identifies the 
areas of special thrust in which 
there must be no compromise 
on performance. 

Tasks Ahead 

The tasks that lie ahead are 
not easy. Hon’ble Members 
are well aware of the evolving 
geo-political situation in our 
region and the difficult en¬ 
vironment in which we are 
functioning. While we strive 
to resolve the situation in a 
spirit of goodwill, we have to 
take all necessaty steps to 
safeguard the security of the 
nation. This burden, which is 
not of our seeking, will in¬ 
volve saciifices on the part of 
our people. 

In the international econo¬ 
mic sphere, there is a rising 
trend towards protectionism 
which inhibits access to mar¬ 
kets abroad. The environment 
for economic cooperation 
Phas also deteriorated, and the 
flow of concessional resources 
is likely to be less than envisa¬ 
ged earlier. In concert with 
other developing countries, we 
must continue to press for 


reforms in the international 
economic order and to reverse 
these disquieting trends. 
However, prudent management 
of the economy requires that 
due account is taken of the 
present international situation 
in devising our economic 
policy. 

Investment Required 

The investment requirements 
of the economy are large and 
brook no delay. It is essential 
that we now make a determin¬ 
ed effort to mobilise more re¬ 
sources for investment. Main¬ 
tenance of a non-inflationory 
environment requires that 
additiodal resource mobilisa¬ 
tion represents real savings in 
the economy. However, ade¬ 
quate resources for further 
investment in new capacities 
will not be forthcoming un¬ 
less we also take action to uti¬ 
lise the existing capacities fully. 
I am sure that this House will 
share my hope that all sec¬ 
tions of the community would 
do their utmost - to make this 
Year of Productivity a success. 
On its part, the Government 
would endeavour to provide 
due encouragement to promote 
this objective. 

Mobilisation of resources 
in a nou-inflationary way must 
be a multi-pronged effort. It is 
necessary to make appropriate 
adjustments in taxation and to 
ensure better tax collection. 
The pernicious growth of 
black money in the economy 
has been a major source of 
concern to the Government 
and Parliament. Various eco¬ 
nomic offences have seriously 
eroded our development effort. 
In the past, we took a series 
of measures to fight against 
this menace. Unfortunately, 
this thrust was diluted during 
the period when we were out 
of office. I can assure the 
Hon’ble Members that our 
commitment to eradicate all 
economic offences is firm and 
uncompromising. I am taking 
steps to ensure that the provi¬ 
sions of law are applied vigo¬ 
rously and effectively to com¬ 
bat economic offences. 

We must also continue to 
adjust administered prices in 
line with economic costs. Un¬ 
economic pricing policies in 


the public sector and in high 
priority industries result in 
erosion of resources for fur¬ 
ther investment and lead to 
malpractices by unscrupulous 
traders. Price adjustments 
carried out in the last two 
years have amply demonstated 
the important role of appro 
priate pricing policies in en¬ 
suring viable operations, 
generating additional resources 
and reducing the scope for 
generation of black money. 

One of the strengths of our 
economy is the fairly high rate 
of savings. Most of these 
savings occur in the household 
sector. We need to ensure that 
savers have an adequate in¬ 
centive to hold their savings in 
financial instruments. This 
Could play a significant role in 
providing more resources for 
investment. Over the past two 
years, several steps have been 
taken in this direction, This 
thrust should continue 

In order to mobilise private 
savings for public use, the 
Government has decided to 
issue two new savings invest¬ 
ments. The first is a Social 


Security Certificate which taw 
been specially designed for the 
small savers. Under this 
scheme, an individual between 
the age of 18 and 45 can invest; 
up to Rs 5000, which wHI 
triple in 10 years. The certi-, 
ficate will also provide socials 
security to the family. In the 
case of the investor’s demise, 
his nomine ot legal heir 
become immediately entitled; 
to the full maturity value of '^ 
the certificate. The details 
the scheme will be announced ^ 
separately. I trust that this'A 
National Savings Instrument!^ 
will prove particularly attract 1 
tive to large numbers in rudalS| 
areas, and persons of small!' 
means everywhere. 

The second instrument i$Uf§ 
the Capital Investment Bond 
which is designed to attract a 
larger How of private savings 
for public sector investment. 5 
These bonds will have a matu- \ 
rily of 10 years and carry an s 
interest rate of 7 per cent, frrtsjjgj 
of income-tax. They will alsOvj| 
be exempt from wealth tax,:'! 
and upto Rs 10 lakhs in thikJv 
case of their first holder, from ; 
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gift tax. Purchasers will have 
to duly account for these in¬ 
vestments. 

The rate of savings that we • 
have been able to achieve is a 
tribute to the habits of thrift 
and good sense of our people. 

I have no doubt that they will 
take full advantage of the new 
opportunities and incentives 
that are being given to pro¬ 
mote savings. 

Remittances are an important 
source of foreign exchange for 
the country. They are also a 
manifestation of the close 
cultural and family ties that 
exist between the people of 
this country and the people 
of Indian origin abroad. In 
| order to further encourage the 
r flow of funds from this source, 
it has been decided to improve 
the facilities available to non¬ 
residents. 

Any investment, without 
repatriation rights, made by 
non-residents of Indian origin, 
so long as it is not for transac¬ 
tions in commercial property 
and land, will be treated on 
the same footing as investments 


of resident Indian nationals. 
They will be allowed to invest, 
.with repatriation rights, in any 
new or existing company up 
to 40 per cent of the capital 
issued by such company. They 
can now purchase shares of 
companies quoted on the stock 
exchanges subject to specified 
limits. The interest rates on 
new deposits of maturities of 
one year and above held in 
non-resident external accounts 
will carry interest of 2 per 
cent above the rates permis¬ 
sible on local deposits of 
comparable maturities. Gifts 
made in India out of deposits 
in these external accounts will 
be free from gift tax. The 
non-residents can also invest 
in the 12 per cent 6-year 
national savings certificates 
which, for them, will be free 
from wealth, income and gift 
taxes Facilities for investment 
in non-resident external ac¬ 
counts and in Indian com¬ 
panies will be extended to 
companies, partnership firms, 
trusts, societies and other 
corporate bodies owned, to 
the extent of at least 60 per 


cent, by non-residents of 
Indian origin. 

I shall now turn to the 
Revised estimates for 1981-82 
and the Budge); estimates for 
1982-83. 

Revised Estimates for 
1981-82 

I am happy to inform the 
House that there has been an 
all round improvement in 
revenue receipts during 1981-82. 
It is gratifying that despite 
significant tax concessions 
given in 1981-82 Budget, the 
receipts from income-tax are 
likely to be Rs 1,520 crorcs as 
against the Budget estimates 
of Rs 1,444 crores. Similarly, 
the receipts from corporation 
tax are likely to go up from 
Rs 1,690 crores in Budget 
estimates, to Rs 1,962 crores 
in the Revised estimates. This 
increase is due to higher profits 
accruing to Oil and Natural 
Gas Commission and Oil India 
following the increase in the 
prices of crude effected last 
July. The receipts from customs 
duties are also expected to go 


up from the Budget estimates! 
of Rs 3,883 crores to Rs 4,140? 
crores in the Revised estimates.! 

As regards Union excise 
duties, the House will be* 
happy to note that they aref 
expected to go up from Rajs 
7,117 crores to Rs 7,501 crores t 
i.e. Rs 384 crores more. This! 
is clearly indicative of the I 
marked growth in industrial | 
production in the current year. | 
The gross tax revenues art! 
now estimated to be Rs 15,7541 
crores compared with Rs 14,668] 
crores in the Budget estimates. ] 
After deducting the States’ J 
share of various taxes, net tax 1 
revenue of the Centre is esti- l 
mated to be Rs 943 crores 1 
more than the Budget estimate $ 
of Rs 10,637 crores. | 

Non-tax revenues and capital ^ 
receipts are also estimated to; 
show an improvement of Rs 
579 crorcs over the Budget ; 
estimate of Rs 12,759 crores; 
Market borrowings and small; 
savings collections would be : 
higher by Rs 100 cro es and , 
Rs 50 crores, respectively. The" 
receipt from Special Bearer 
Bonds amounted to Rs 875 
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croros, lit $b curx^fityear 
against the Budget estimate 
of R$ 800 crores, In addition 
to these receipts, there would 
be an increase of Rs 200 
crores in the recoveries of 
ways and means advances from 
State Governments, and of 
Rs 117 crores in recoveries of 
technical credits under rupee 
trade agreements. 

On the expenditure side, 
total budget support for the 
Plan is estimated to go up to 
Rs 10,394 crores as against 
Budget estimates of Rs 9,77 \ 
crores. The Central assistance 
for State and Union Territory 
Plans, including the pro¬ 
grammes of Rural Electrifica¬ 
tion Corporation, is being 
stepped up by Rs 15(5 crores. 
A large part of this increase 
is on account of higher ad¬ 
vance Plan assistance to those 
States which have suffered 
from drought. 

Budgetary Support 

In the Central Plan, outlays 
for railways and coal have 
been increased by Rs 157 
crores and Rs 105 crores 
respectively. Considering the 
growing pace of disbursements 
of Agricultural Refinance and 
Development Corporation, 
Industrial Development Bank 
of India and other financial 
institutions, additional plan 
support of Rs 389 crores is 
being provided to them in the 
current year. In view of the 
erosion in the internal re¬ 
sources of the Posts and Tele¬ 
graphs Department, a higher 
budgetary support of Rs 173 
crores is being provided. On 
the other hand, shortfalls are 
anticipated in Plan expendi¬ 
ture in certain other sectors. 
On the whole, the budgetary 
support for the Central Plan 
is estimated to go up by Rs 467 
crores in the Revised estimates. 

The Budget estimates pro¬ 
vided for non-Plan expendi¬ 
ture of Rs 15,100 crores. w This 
expenditure will also be higher 
in the current year due to 
several reasons. The provi¬ 
sion for defence expenditure 
is being increased from Rs 4,200 
crores to Rs 4,600 croref, 
Similarly* the provision for 
non-Plan .. loans to State 
beingincreased 


from Rs 1,296 crores to 
R$ 1,591 crores. This is mainly 
due to larger share of States 
out of collections from national 
small savings, and higher ways 
and means advances which, of 
course, are being recovered 
during the course of the year 
itself. The provision for food 
subsidy is being increased from 
Rs 650 crores to Rs 700 crores, 
subsidy on controlled hand- 
loom cloth from Rs 106 crores 
to Rs 172 crores and the pro¬ 
vision for cash compensatory 
support and market develop¬ 
ment for exports from Rs390 
crores to Rs477 crores. Pro¬ 
vision for technical credits 
under trade agreements has 
also to be increased from Rs 50 
crores to Rs 175 crores. A 
provision of Rs 21 crores has 
been made in the Revised 
estimates for contributing 
India’s share lo the increased 
capital of the International 
Bank for Reconstruction and 
Development. 7 aking these 
and other variations into 
account, non-Plan expenditure 
in the Revised estimates is 
placed at Rs 16,160 crores. 

The total expenditure is 
estimated to be Rs 26,554 
crores in the Revised estimates 
compared with Rs 24,871 
crores in the Budget estimates. 
As against this, the total 
receipts arc now estimated at 
Rs 24,854 crores compared 
with budget estimate of 
Rs 23,332 crores. Thus the 
current year is expected to 
close with a deficit of Rs 1,700 
crores, againse the Budget 
estimate of Rs 1,539 crores. 

Budget Estimates for 
1982-83 

The Budget estimates for 
1982-83 would show that I 
have given the highest priority 
of increasing the Plan outlay. 
The improvement in the eco¬ 
nomic situation in the last 
two years gives us an opportu¬ 
nity to make a major thrust 
towards achieving the goals of 
the Sixth Plan. I am providing 
for an outlay of Rs 11,000 crores 
for the Central Plan in 1982-83. 
In making sectoral allocations, 
1 have tried to emphasise the 
prograoMrites for the uplift of 
the pooT as enumerated in 


our 20-Point Programme as 
well as the investment needs 
of the Infrastructure sectors. 

The next year’s Central Plan 
represents an increase of 27.6 
per cent over the Plan outlay 
of Rs 8,619 crores in the 

1981- 82 Budget estimates. This, 
Hon*bIe Members will no 
doubt appreciate, is a very 
large increase considering, 
particularly, the commitments 
needed for safeguarding 
national security. 

The Central Plan will be 
financed by a budgetary support 
of Rs 7,343 crores and internal 
and extra-budgetary resources 
of Rs 3,657 crores. The inter¬ 
nal and extra-budgetary re¬ 
sources of public sector enter¬ 
prises would thus account for 
33.2 per cent of the Plan 
outlay as against 26.8 per cent 
in the previous year. 

The total of Plan outlays for 

1982- 83 of the States and 
Union Territories, including a 
provisional outlay for West 
Bengal, is placed at Rs 10,137 
crores. This represents an 
increase of 14.4 per cent over 


the outlay of Rs 8,860 crores 
in 1981-82. Central assistance 
for the Plan of the States and 
the Union Territories will be I 
Rs 4,002 crores compared with 
Rs 3,462 crores in Budget 
estimates for 1981-82. Taken 
together, the Plan outlays of :| 
of the Centre, States and the' 
Union Territories for 1982- 
83 will be Rs 21,137 crores, • 
an increase of 21 per cent/ ; 
over Rs 17,479 crores in 

1981- 82. „ / 

In line with the Sixth Pten ^ 
strategy, substantial increases * 
in outlays are envisaged ify] 
crucial sectors of the eco? 1 
no my. In respect of crude J 
petroleum, there has already i 
been a substantial expansion ] 
of output in the current year, * 
With a view to sustaining; 
the tempo of increased prP-,* 
duction, the outlay for this* 
sector, including refineries- 
and petrochemicals, lias been" 
fixed at Rs 2,045 crores fofr 

1982- 83, which rafure^n^s/ 
an increase of 90 j$r cent 
over the current year. The 
outlay for coal is being in- j 
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Sfereased to Rs 877 crores as 
Against Rs 578 crores in 1981- 
82, an increase of 52 per cent. 
In the power sector, the out¬ 
lay in the Central Plan is 
Rs 929 crores compared 
With Rs 721 crores in 1981- 
82. Taken together, the out¬ 
lay for the energy sector is 
62 per cent higher than the 
current year, and constitutes 
34 per cent of the Central 
Plan outlay. 

The new Central power 
projects include installation 
of additional capacity of 
1000 MW each at the Korba 
and Ramagundam super- 
thermal power stations. The 
total outlay for the power 
sector in the State and Cen¬ 
tral Plans taken. together 
is Rs 3,977 crores compared 
with Rs 3,326 crores in 1981- 
82. Additional generating 
capacity of 3500 MW is ex¬ 
pected to be commissioned 
■during 1982-83. 

The revised 20-Point Pro- 
|ramme calls for intensified 
effort in a number of areas, 
Which are vital for the deve¬ 
lopment of the economy and 
for the welfare of our people, 


especially the weaker sections 
of the society. Effective im¬ 
plementation of this pro¬ 
gramme" will be a step for¬ 
ward towards the realisa¬ 
tion of our goal of social jus¬ 
tice. This will call for con¬ 
certed effort at all levels. In 
1982-83, higher outlays have 
been provided for several 
areas emphasised in the 20- 
Point Programme : 

—A provision of Rs 
2,133 crores has been made 
for Irrigation and Com¬ 
mand Area Development in 
the Central and State Plans 
as against a provision of 
Rs 1,830 crores in 1981-82; 

—The outlay for agri¬ 
culture in the Central and 
State Plans has been raised 
to Rs 1,202 crores from 
Rs 1,047 crores in 1981-82, 
including provisions for 
pulses, oilseeds and dry land 
farming; 

—A provision of Rs 190 
crores has been made for the 
Integrated Rural Develop¬ 
ment Programme in the Cen¬ 
tral sector compared with 
Rs 145 crores in 1981-82, 
an increase of 31 per cent. 


This would be matched by 
an equivalent provision by the 
States. Each block will 
receive Rs 8 lakhs com¬ 
pared with Rs 6 lakhs in 
1981-82. With this provi¬ 
sion more than three million 
rural families are expected 
to be assisted in 1982-83. 

—The provision in the 
Central Plan for the Natio¬ 
nal Rural Employment 
Programme is also being in¬ 
creased to Rs 190 crores. 
This amount too is to be 
matched by an equal pro¬ 
vision by the States. This 
programme is expected to 
generate employment of 
about 350 million man-days 
in rural areas besides creating 
durable community assets; 

—Central assistance for 
the Special Component Plans 
for Scheduled Castes has been 
raised to Rs 120 crores from 
Rs 110 crores in 1981-82. 
This will be supplemented 
by a Central investment of 
Rs 13.5 crores in the Sche¬ 
duled Castes Development 
Corporations, with a conti- 
tribution of the same order 
by the States. The Iribal 


Sub-Plan Will alio have 
higher outlay of Rs 95 crores 
in 1982-83. 


—The outlay for the 
Centrally sponsored Acce¬ 
lerated Rural Water Supply 
Programme is being increased 
to Rs 127.5 crores to supple¬ 
ment the State Plan outlay of 
Rs 273 crores. This will cover 
an estimated 45,000 problem 
villages; 

—A provision of Rs 74 
crores is being made for house 
sites for rural landless per¬ 
sons and Rs 29 crores are 
being provided for environ¬ 
mental improvement of slums 
in the State Plans; 

—An outlay of Rs 354 
crores is planned for rural 
electrification. About 25,000 
villages will be electrified and 
4.25 lakh pumpsets energised 
in 1982-83; 

—-A provision of Rs 5 
crores has been made to faci¬ 
litate setting up of 75,000 
biogas plants, compared with 
35,000 in 1981-82. Likewise, 
the Social Forestry Scheme 
is being expanded to cover 
400,000 hectares in 1982-83. 
Apart from providing much 
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eg®#* M wood, these 


afforestation programmes 
would help prevent soil ero¬ 
sion and restore the ecolo¬ 
gical balance; 


-The outlay for family 
planning is being increased 
to Rs 245 crores compared 
withRs 155 crores in 1981-82. 
In view of the crucial role 
which village health guidescan 
play in the family planning 
movement, the Centre has de¬ 
cided to fund the Village 
Health Guide Scheme fully; 


—A provision of Rs 120 
crores has been made in the 
Central Plan for health care. 
This will substantially aug¬ 
ment universal primary 
health care facilities, and 
accelerate national program¬ 
mes for control of leprosy, 
TB and blindness, with 
special emphasis on early 
detection and treatment. 
\ provision of Rs 82 crores 
has been made in the Mini¬ 
mum Needs Programme of 
the States for expanding 
rural health services; 


—Programmes foi wel¬ 
fare of women would have 
in outlay of about Rs 16 
srores in the Central Plan 
vhich would augment the 
State Plan provisions. Spe¬ 
cial importance is being given 
o the programme of funct¬ 
ional literacy for adult wo- 
kien for which a provision 
if Rs 4.6 crores is being made 
is against Rs 3 crores in 
1981-82; 


—The Integrated Child 
development Services Pro- 
jramme is being expanded 
o 1000 projects by the end 
>f the current Plan as against 
he earlier target of 600 pro- 
ects. An additional 320 pro- 
eets are proposed to be taken 
jp in 1982-83; 

—For the Adult Education 
Programme, the Central Plan 
)rovides an outlay of Rs 
14*25 crores in 1982-83. Major 
)att of this expenditure is for 
he Rural Functional Lite- 
acy Project. In 1982-83, it 
a proposed to establish such 
projects in 75 additional dis¬ 
tricts; 

—The outlay for the deve¬ 
lopment of village and small 
industries has been raised to 


* 1 

Rs 340 crores in the Central 
and State Plans as against 
Rs 315 crores in 1981-82. 

The Central assistance of 
development of hill areas has 
been raised to Rs 112 crores 
as against Rs 92 crores in 
1981-82. The Government 
has also recently extended to 
all hill areas the liberalised 
pattern of Central assistance 
comprising 90 per cent grant 
and 10 per cent loan. 

Outlay on Transport 

The Central Plan outlay 
for the transport sector, in¬ 
cluding railways, roads, ports 
and civil aviation is being step¬ 
ped up to Rs 1,757 crores from 
Rs 1,535 crores in 1981-82. 
My colleague, the Minister for 
Railways has already infor¬ 
med the House about the 
Railways Plan for 1982-83. 
In order to remove conges¬ 
tion at ports, an intensive 
modernisation programme, 
including augmentation of 
container handling facilities 
and construction of additional 
berths, is being implemented. 


1985. The work of estab¬ 
lishing transport and raw 
material linkages for the 
Vijayanagar Steel Plant pro¬ 
ject is on hand. The Plan also 
includes an outlay of Rs 140 
crores for the Orissa Alu¬ 
minium Project. 

For the chemicals and ferti¬ 
lisers sector, Rs 507 crores 
have been provided, includ¬ 
ing Rs 210 crores for the 
Thal-Vaishet project and Rs 
120 crores for the Ha/ira pro¬ 
ject. 

The successful launching 
of satellites in 1981 bears tes ti¬ 
mony to the dramatic strides 
made by our country in space 
technology. As part of the 
space programme, the APPLE 
space craft was launched 
in June, 1981. This is being 
utilised for various experi¬ 
ments, such as national tele¬ 
vision and radio hook-up, 
digital communication, inter¬ 
connection of computers and 
subscriber trunk dialling. 
A major objective of the 
Government is to harness 
science and technology to 


bring about social and eco- { 
nomic change. An outlay of \ 
Rs 184 crores has been pro- 1 
vided for the Science and 
Technology sector in the Cen- ! 
tral Plan for 1982-83. j 

The Government attaches j 
special importance to renew- , 
able energy sources. The 1 
Commission for Additional 
Sources of Energy has 1 
initiated several important 
R & D and demonstration 
projects in the areas of solar 
thermal, photovoltaic, wind, 
biomass and integrated ener¬ 
gy systems. The Govern¬ 
ment has exempted the 
manufacture of solar energy 
devices from industrial licens¬ 
ing. 

A notable achievement 
has been the successful expedi¬ 
tion to Antarctica by our scien¬ 
tists. Following the collec- * 
tion of poly-metallic nodules r 
from the sea bed for the first 
time by our ships last year, 
it is proposed to undertake 
a detailed survey in the Indian 
Ocean. An allocation of Rs 
17 crores has been included 4 


A provision of Rs 480 crores 
has been made in the Plan 
for 1982-83 for the various 
programmes of the Depart¬ 
ments of Heavy Industry and 
Industrial Development, in¬ 
cluding Rs 97 crores for the 
Khadi and Village Industries 
Commission. This also in¬ 
cludes Rs 84 crores for the 
three large paper projects at 
Tuli in Nagaland, and at 
Nowgong and Cachar in 
Assam. Hon‘blc Members 
would be happy to know 
that the Nagaland paper 
project will be going into 
production shortly. Work on 
three public sector cement 
projects will be started in 
1982-83. The total installed 
capacity for cement in the 
country is expected to go 
upto 38 million tonnes in 
1982-83 as against 32 million 
tonnes in 1981-82. 

The Plan outlay for steel 
for 1982-83 is Rs 860 crores 
This includes a provision of 
Rs 250 crores for the Visakha- 
patnam Steel Plant* The 
first phase of 1.2 million ton¬ 
nes capacity is expected to 
be completed by the end of 
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Technology sector for the re* 
Iccntly created Department 
I of Ocean Development. 

* While I have tried to con¬ 
tain non-PIan expenditure 
for the next year, certain in¬ 
creases have been unavoid¬ 
able. Defence expenditure is 
estimated at Rs 5,100 crores 
as against Rs 4,600 crores in 
the Revised estimates for the 
current year* Hon’ble Mem¬ 
bers will, I aim sure, agree with 
me that in view of the uncer¬ 
tain external environment, the 
requirements of national de¬ 
fence should be fully met. 

The provision for non- 
Plan loans to State Govern¬ 
ments including ways and 
(Lmeans advances is estimated 
pat Rs 1,732 erbres as against 
Rs 1,591 crores in 1981-82. 
Due to increase in internal 
and external debt, which is 
utilised for funding develop¬ 
ment programmes, the pro¬ 
vision for interest will go up 
from Rs 3,200 crores in the \ 
Revised estimates to Rs 3,800 | 
crores in 1982-83. The pro- ■ 


■ViiioB f«$ubsidie* on «£ 
count of food, fertilisers, and 
controlled and handloom 
cloth is Rs 1,270 crorc- A 
provision of Rs 500 crores 
has been made for cadi com¬ 
pensatory support and mar¬ 
ket development assistance 
for exports. 

I am also providing a lump 
sum of Rs 350 crores in 
1982-83 for payment of addi¬ 
tional instalments of dear¬ 
ness allowance and pension 
relief to Central Govern¬ 
ment employees. The Govern¬ 
ment hah received representa¬ 
tions from pensioners that they 
should be given some relief 
in view of the rise in prices. 
In the Budget last year, my 
distinguished predecessor had 
announced some benefits to 
pensioners. 1 now propose to 
give further relief especially 
at the lower levels of pen¬ 
sion. The minimum amount 
of pension plus relief will 
be increased to Rs 150 per 
month The minimum amount 
of family pension plus relief 
will also be increased to 


Rs 140 per mouth. These 
measures will benefit about 
7 lakh low paid pensioners, 
and 2 lakh family pensioners. 
I would like to add that about 
85 per cent of the former 
category are retired Defence 
personnel. The House will 
agree with me that those who 
have devoted the best years 
of, their lives to the defence of 
the country are deserving of 
whatever support we can give 
them. 

The total non-PIan ex¬ 
penditure for 1982-83 is esti¬ 
mated at Rs 17,874 crores as 
against Rs 16,160 crores in the 
Revised estimates for 1981-82. 

As regards receipts in 1982- 
83, the gross tax revenues at 
the existing rates of taxation 
are estimated at Rs 17,614 
crores compared with Rs 
15,754 crores in the Revised 
estimates. The States’ share 
of taxes in 1982-83 is esti¬ 
mated at Rs 4,716 crores com¬ 
pared with, Rs 4,274 crores in 
the current, year. The Centre’s 
pet tax revenue will, there- 


ftsfPi-toe Rs 12,898 crores as 
against Rs 11,480 crores in 
the current year. 

The receipts from market 
leans are estimated at Rs 
3,200 crores compared with 
Rs 2,900 crores in 1981-82. 
Snail savings are estimated to 
yield Rs 1,400 crores as 
against Rs 1,300 crores in the 
Revised estimates. External 
assistance net of loan repay¬ 
ments, is estimated at Rs 
1,669 crores as against Rs 
1,381 crores in 1981-82. 

Taking iqto account these 
and other improvements in, 
non-tax revenues and capital 
receipts, as well as the effect 
of changes in fare and freight 
rates of the Railways, and. 
in the Posts and Telegraphs 
tariff to which I shall refer 
a little later, the total receipts 
for 1982-83 are estimated at'. 1 
Rs 27,134 crores. The total ' 
expenditure is placed at Rs, 
29,219 crores. The overall -, 
budgetary gap at the exist¬ 
ing rates oftaxation will thus 
be Rs 2,085 crores. 
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The original spares 
for Ashok Leyland , ARvlJ 
vehicles: 


When you replace parts 
- on your prized Ashok 
Leyiend vehicle, do yew go 
for genuine Athok LeyJend 
spares, Leyparts? Or settle 
for cheeper spares? 

It makes good sense to 
match them to tha originals. 
Because that way, you are 
sure ofcorractly machined, 
precision engineered parts 
that give you good mileage 
for your money 
And that's what Leyparts 
ere-12,000 of them, 
engineered to the same 
excellent standards as the 
Ashok Leyland vehicles. 

What's more, Leyparts 
represent the latest in 
Ashok Leyland s ft & 0. 


making them the most 
advanced designed spares 
going in the country. 

In short, Leyparts are care* 
crafted exclusively for Ashok 
Leyland vehicles-for their 
optimum efficiency and 
ultimate economy 
And Leyparts are available 
with us and other authorised 
dealers throughout the 
country. 

Aehok Leyland Limited 

Cnnfl'f 
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Once Ramco 
Forever Ramco 
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Once Ramco goes up it could stay up forever—come sun, 
wind or rain. And once people choose Ramco they stay 
with Ramco forever (ask our customers!). Because Ramco is 
more than just another asbestos cement sheet—it's permanent* 
protection. It requires minimum maintenance.Many people 
insist its quality is the best! And it improves with age I 
Ramco asbestos cement sheets, manufactured on modem lines 
in fully.automatic plants, have greater strength and durability, 
better heat and corrosion resistance That's why Ramco 
is the most sought after asbestos cement sheet. 
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Manufactured by 

Southern Asbestos Cement Ltd., 

739 Anna Salai, Madras-600 002 

Branches at. Bangalore-Cochin-Vijqyawada-Hyderabad-Pune 

Factories at * Arkonam (Tamilnadu).Karur (Karnataka) 


Asbestos cement sheets & 
accessories 
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Incentive to Saving 


The Finance Minister’s budget proposals afford incentives for stimulating savings and invest¬ 
ment . As a parallel measure, the ceiling of the value of investments in specified financial 
assets exempt from wealth tax has been raised from Rs 1,50,000 to Rs 1,65,000. At the 
same time he has raised the rate of income tax on slab 60,001 to 70,000 and from 85,001 to 
1,00,000 by 2.5 per cent. This is more to vouch for his socialist pretensions than as a revenue 
raising measure as the yield from this increase in a full year will be no more than Rs 3.24 
crores . The tax measures now proposed will yield an additional revenue of Rs 470 crores to the 
Centre and Rs 63 crores to the States, yet leave an uncovered deficit of Rs 1,365 crores in 
1982-83. Given below is Part B of the Finance Minister's speech . 


’Before I present my tax pro- payers. There have been many exemption up to Rs 400 per 
posals, 1 would like to indi- representations that the in- month in respect of the 
cate the broad objectives 1 come-tax exemption limit house rent allowance received 
have kept in view. While we should be raised, taking ac- by them. I propose to raise the 
take comfort in our success count of increases in the cost monetary ceiling from Rs 300 
in reducing inflation, it is of living. I cannot accept, to Rs 400 per month also for 
of the utmost importance that as a principle, that income those who are not receiving 
the Budget itself should not limits for exemption from house rent allowance, 
give rise to further inflatio- tax should be fixed with re- The owner of a self-occupied 
nary expectations. Any large ference to cost of living, house is entitled to a deduc- 
uncovered deficit beyond pru- Nevertheless, I believe some tion, from the annual letting 
dent limits is inherently relief to salaried taxpayers value of the house, of an 
inflationary. It also gives within the lowest taxable slab amount equal to one-half 
rise to adverse expectations would be appropriate. At of the annual letting value 
with regard to the behaviour present, salaried taxpayers or Rs 1,800 whichever is less, 
of prices. It is therefore my are entitled to a standard de- I propose to raise the mone- 
mtyor concern to keep the duction equal to 20 per cent tary ceiling of Rs 1,800 to 
budgetary deficit as low as of the salary, subject to a R s 3,600. 
feasible. ceiling of Rs 5,000. I propose The annual letting value of 

Another important ob- ra * se ratc ot deduc- a ne wly constructed house 
jeetive is to avoid measures tlon from 2 V P er to ,. let out on rent is reduced for 
which would place undue P er Without di^urbmg tax purposes by an amount 

burdens on the low income ceiling of Rs 5,000. This U p t0 r s 2,400 in respect of 

and middle income groups. 8 ,v 5 a significant measure eac h residential unit for a 

These groups are the worst relief to those with salaries period of five years. With a 
sufferers in times of inflation. u P to ^ 20,000. The loss ot t0 p rovi< iing a stimulus 

As I have already indi- 'I’oo^s^ Rs 2 -58 for construction of houses, 

cated, providing adequate crores ,n particularly for persons with 

incentives for increasing pro- , Another measure of relief relatively lower incomes, I 
duction and savings in the seems deserved, for those at propose to raise the mone- 
economy is a prime objec- the end of their working tary limit of Rs 2,400 to 
tive of this Budget. Larger lives. I propose to exempt Rs 3,600. 
savings and increases in pro- from income-tax, subject to I propose to liberalise the 
ductivity can significantly certain conditions, the cn- scheme of deduction in 
help moderate inflationary cashment benefit in lieu of respect of long-term savings 
pressures and also generate unavailed earned leave given such as life insurance, provi- 
resources for development, to employees when they re- dent fund contributions, etc. 
The buoyancy in revenue tire. A deduction of 100 per cent 

and the decline in the rate of Taxpayers who are not in will be allowed in respect of 
inflation in the environment receipt of house rent allow- the first Rs 6,000 of the quali- 
of strong agricultural and ance are entitled to a deduc- fying savings, plus 50 per cent 
industrial growth in 1981-82 tion upto Rs 300 per month of the next Rs 6,000 of such 

confirm this. in respect of the house rent savings plus 40 per cent of the 

Sir, coming now to di- paid by them. However, per- balance. The monetary ceil- 
rect tam, my first propo- sons receiving house rent al- ing in respect of the savings 
tall" concerns salaried tax- lowance are entitled to an qualifying for .deduction is also 


being raised from Rs 30,000;':] 
to Rs 40,000. The higher mone^il 
tary cciiing in respect of tbe ;al j 
qualifying savings in the casta/] 
of authors, playwrights, aravf 
tists, musicians, actors, sport«4 : | 
men and athletes is also be*/,/] 
ing raised from Rs 50,000$$ 
to Rs 60,000. These incentive!' ’ 
for larger savings will resujf-"] 
in a revenue loss of Its 26.1t\] 
crores in a full year and 
19.76 crores in 1982-83. 
may be desirable in due counsel 
to provide a wider choice of-2 
eligible modes of savings tta4| 
taxpayers. I therefore priS^fl 
pose to extend the existinjftf 
tax concession in relation tajpi 
investment in notified 
tral Government securities. 


Insurance Premia 

1 find that out of the ncw)| 
life insurance policies issued 
by the Life Insurance Corpo<»\s 
ration of India, nearly IS pe$f 
cent policies lapse before thtal 
end of the following yeat/tf 
Such a high volume of lapse* $ 
shortly after the issue of thta'i) 
policies is a matter of conwi) 
cern. It also implies that tfa# 
very purpose for which tfctaf 
tax concession is allowed in : 
respect of premia on such poUj» 
cies, which is to promote 
long-term savings through'/' 
life insurance, is frustrated*! 
1 propose, therefore to pro*)) 
vide that where a taxpayer | 
discontinues a life insurance); 
policy before premia fqr§ 
two years have been paid, 
no deduction will be allowed.: 
in respect of the premia if' 
any paid under the policy and,)* 
if such deduction has been 3 
allowed, the same shall be); 
withdrawn. 

Under the existing inceifc.' 
tives for stimulating savings,!* 
and investment, income up*! 
to Rs 3,000 from investment:! 
in specified financial asseri^| 
such as Government secuii*! 
ties, units in the Unit Trust") 








Oi India,} bank deposits and 
Share# in Indian companies, 
is exempt from income-tax. 
In addition, income up to 
Rs 2,000 from units in the 
Unit Trust of India is exempt 
from tax. I propose to raise 
the ceiling of Rs 3,000 to 
Rs 4,000 and the separate ceil¬ 
ing in respect of income from 
units, from Rs 2,000 to 
Rs 3,000. This measure will 
result in a revenue loss of 
Rs 12.12 crores in a full year 
and Rs 9.09 crores in 1982-83. 

As a parallel measure, I 
propose to raise the ceiling 
of the value of investments in 
specified financial assets ex¬ 
empt from wealth-tax from 
Rs 150,000 to Rs 165,000. 
In addition, the separate ex¬ 
emption of Rs 25,000 provi¬ 
ded in respect of units m the 
Unit Trust of India is pro¬ 
posed to be raised to Rs 35,000. 
The revenue loss will be 
Rs 1.54 crores in a full year, 
but there will be no loss ,n 
1982-83. 

At present, taxpayers arc 
allowed a deduction, in the 
computation of taxable in¬ 
come, of 50 per cent of am¬ 


ounts invested in equity shares 
of rrw industrial companies 
and companies engaged in 
providing long-term finance 
for construction or purchase 
of houses for residential pur¬ 
poses. The maximum invest¬ 
ment in a year qualifying for 
this deduction is limited to 
Rs 10,000. With a view to 
encouraging larger invest¬ 
ments in such companies, I 
propoes to raise the monetary 
ceiling for investment to 
Rs 20,000. 

While 1 have given some 
relief to those in the lowest 
taxable income range, I con¬ 
sider that there is scope for 
more progression in the tax 
rates for high income. I, ac¬ 
cordingly, propose to modify 
the rates of personal taxation, 
so as to raise the rate of in¬ 
come-tax on the slab of 
Rs 60,001 to Rs 70,000, from 
50 per cent to 52.5 per cent, 
and on the slab of Rs 85,001 
to Rs 100,000, from 55 
percent to 57.5 percent. This 
would yield Rs 3.24 crores in 
a full year and Rs 2.43 crores 
in 1982-83. 

deduction of tax at source 


from dividends, interest on 
securities And other interest 
causes considerable incon¬ 
venience, and even hard¬ 
ship, to a large number of 
small investors whose tax¬ 
able income is below the ex¬ 
emption limit. For the con¬ 
venience of such persons, I 
propose to provide that in¬ 
come-tax shall not be deduc¬ 
ted at source if the recipient 
furnishes a declaration to the 
payer of such income to the 
effect that his estimated total 
income of the relevant year 
will be below the exemption 
limit. 

I aI$o propose to provide 
that tax will not be deducted 
at source from interest paid 
on such securities of the 
Central Government or a 
State Government as may 
be notified by the Central 
Government in this behalf. 

The tests of “residence’’ 
in India laid down for taxa¬ 
tion purposes result in hard¬ 
ship to Indian citizens earn¬ 
ing income in foreign coun¬ 
tries who come to India for 
short spells. An individual is 
regarded as resident in India 


in a year if he stays here y, j 
that year for 30 days onlin ' 
and also maintains a dwell- i 
ing house there for 182 days ' 
or more. As this test causes 
hardship to persons work¬ 
ing outside India, who come 
home even on relatively short 
visits, 1 propose to delete this 
test of residence. 

Under another test, per¬ 
sons who have been in India 
for 365 days or more in the 
four years preceding the rele¬ 
vant year, become resident 
in that year by being in India 
for 60 days or more in that 
year. In the case of Indian 
citizens who are employed 
abroad and who come to 
India on leave or vacation, $ 
the period is 90 days. I pro¬ 
pose to extend this benefit 
also to the self-employed and 
those in other occupations, 
irrespective of their avocation 
abroad or the nature of their 
visit to India. 

Indian citizens who go 
abroad for purposes of em¬ 
ployment are now chargeable 
to tax in India on their foreign 
income, if they have stayed 
in India for more than 60 
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days that year. 1 prtijjdteto 
liberalise the provision so that 
an Indian citizen who leaves 
jndia in any year for purposes 
of employment shall not be 
treated as resident unless he 
has been in India for 182 days 
or more in that year. 

I will now come to some 
proposalsregardingforeign ex¬ 
change earnings. I propose 
to provide some tax relief to 
importers whose export turn¬ 
over for any year exceeds 
that of the immediately pre¬ 
ceding year by more than 10 
per cent. The tax relief, to be 
calculated at a specified per¬ 
centage of such excess turn¬ 
over, would be limited to 10 
per cent of the income-tax 
otherwise payable on export 
[profits. The rate at which the 
tax relief will be calculated 
and the goods qualifying for 
the purposes of this conces¬ 
sion will be notified by the 
Central Government. 

With a view to strengthen¬ 
ing the competitiveness of 
our construction contractors 
who have undertaken pro- 
lects outside India, 1 pro¬ 
pose to exempt 25 per cent 
:>f the profits derived by them 
fa)m such foreign contracts, 
>ubject to certain conditions. 

Concession to Banks 

With a view to augmenting 
the capital base of Indian 
i>anks engaged in banking ope- 
ations in foreign countries, 
[ propose to provide that those 
>anks which are approved in 
his behalf by the Central 
3overnment would be en- 
itled to a deduction upto 40 
>er cent of their income car- 
ied to a special reserve ac¬ 
count. 

Interest-tax levied under 
he Interest-tax Act forms an 
ntegral part of our credit 
K>licy. However, taking note 
>f the escalation in costs of 
ndustriai projects, I propose 
o exempt scheduled banks 
rom payment of interest- 
ax on the interest received by 
hem on loans sanctioned in 
oreign currency for import of 
apital plant and machinery. 
Vith a view to improving 
he competitiveness of export 
f capital plant and machi¬ 
nery, I propose to exempt 
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interest paid on credit sanc¬ 
tioned by schedule banks for 
export of capital plant and 
machinery on deferred pay¬ 
ment terms outside India, 

Investment allowance at 
the higher rate of 35 per cent 
is granted in respect of machi¬ 
nery and plant installed for 
the manufacture of articles 
made with know-how deve¬ 
loped in Government labo¬ 
ratories, public sector com¬ 
panies, recognised institu¬ 
tions and universities. This 
concession is available in 
relation to machinery and 
plant installed up to March 
31, 1982. I propose to extend 
this tax concession for a 
further period of five years. 

Drug Company Dividend 

Dividends received by a 
domestic company from an 
Indian company engaged 
exclusively or almost exclu¬ 
sively in the manufacture of 
specified articles are comple¬ 
tely exempt from income-tax. 
Having regard to the impor¬ 
tance of basic drugs, synthe¬ 
tic rubber and rubber che¬ 
micals (including carbon 
black), I propose to extend 
the benefit of this tax con¬ 
cession to dividends received 
from companies engaged in 
the manufacture of these arti¬ 
cles as well. 

At present, scheduled com¬ 
mercial banks are allowed a 
deduction in respect of pro¬ 
visions made by them for 
bad and doubtful debts relat¬ 
ing to advances made by their 
rural branches. The deduc¬ 
tion is limited to 1.5 per cent 
of the aggregate average ad¬ 
vances made by the rural bran¬ 
ches. In order to promote 
rural banking and to assist 
non-sched uled commercia 1 
banks operating in the rural 
sector, I propose to extend 
the benefit of this tax con¬ 
cession to them also. 

Energy saving and protec¬ 
tion of the environment are 
high priority areas. I there¬ 
fore propose to allow depre¬ 
ciation at 30 per cent on de¬ 
vices and systems for energy 
saving, or for minimising en¬ 
vironmental pollution or for 
conservation of natural resour¬ 
ces. The list of the qualifying 


items will be notified in due 
course. 

At present, taxpayers are 
entitled to 100 per cent deduc¬ 
tion in respect of donations 
made to approved institutions 
engaged in carrying out prog¬ 
rammes of rural develop¬ 
ment. I propose to extend this 
concession to donations made 
to approved institutions for 
use in programmes of con¬ 
servation of natural resources. 

Hon’bJe Members will 
be happy to hear that I pro¬ 
pose to place donations made 
to the National Children’s 
Fund at par with donations 
made to other funds of natio¬ 
nal importance such as the 
National Defence Fund, the 
Jawaharlal Nehru Memorial 
Fund, and the Prime Minis¬ 
ter’s National Relief Fund. 

I consider that some ratio¬ 
nalisation of the taxation in 
respect of capital gains is de¬ 
sirable. In the case of non¬ 
corporate taxpyayers, long¬ 
term capital gains up to 
R$ 5,000 are deducted in full. 
Of the balance amount, a 
deduction of 25 per cent is 


allowed where the gains re* 
late to lands and buildings 
and of 40 per cent where the 
gains relate to other assets. ; 
I propose to modify these pro- V 
visions so as to relate the ; 
deduction to the period for ; | 
which the capital asset has 'i 
been held by the taxpayer, f 
and allow a larger deduction | 
in cases where the asset has 
been held for a longer period. | 
The aggregate deduction in j 
respect of capital gains rclat- A 
ing to gold, bullion or jewel- 1 
lery will, however, be rest- i 
tricted to Rs 50,000 only. | 

There is an acute shortagec/i'! 
of housing, and house build- ’if 
ing activity has to be given' 
impetus. With a view to pro- ^1 
viding an incentive to tax- : i| 
payers who do not own a | 
residential house, I propose t| 
to exempt from tax long-term is 
capital gains arising from the J 
transfer of other assets where, | 
the net consideration is in- j 
vested by the taxpayer in a vj 
residential house. J,] 

At present, capital gains v| 
arising from the transfer of 'll 
a house used for personal A 
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LOAN AT LOW RATES OF INTEREST 


The Repatriates Cooperative Finance and Development 
Bank Ltd., is a unit set up by the Govt, of India and 
the four southern State Governments to rehabilitate 
repatriates from Sri Lanka, Burma, etc. 

The Bank will advance Rs. 15,000 per repatriate to be 
employed by the industries repayable over a period 
of 5 years at an interest rate of 8%, over a period 
of 8 years at an interest rate of 8.3/4% and over a 
period of 10 years at an interest rate of 9.1/4%, 
the moratorium period being 1 year, 18 months and 
2 years respectively. 

Apply to 

The Managing Director 

Repatriates Cooperativa Finance 
A Development Rank Ltd. 

Ill Sanfhome High Road, Madras: 600028. 
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residence by the taxpayer are 
exempt from income-lax to 
the extent that such gains are 
utilised by the taxpayer for 
constructing or purchasing a 
house for purposes of perso¬ 
nal residence wit!)in a speci¬ 
fied period. These conditions 
often lead to hardship, 1 there¬ 
fore propose to remove these 
restrictive conditions. 


Trust Investments 

Charitable and religious 
trusts are required to conform 
to the investment pattern 
laid down in the Income-tax 
Act. Any trust which has not 
changed over to this pattern 
of investment will forfeit ex¬ 
emption from tax from the 
assessment year 1982-83. These 
trusts have been given ade¬ 
quate notice to change their 
investment pattern and, or¬ 
dinarily, i would not have 
proposed any modification in 
these provisions. However, 

1 find that the whold gamut 
of the provisions relating to 
charitable and religious trusts 
is under consideration by the 
Economic Administration Re¬ 
forms Commission. As the 
Government would like to 
carefully consider the recom¬ 
mendations of the Com¬ 
mission in this matter, I pro¬ 
pose to amend the relevant 
provisions so that such trusts 
do not forfeit exemption from 
income-tax for the assess¬ 
ment year 1982-83. 

My distinguished prede¬ 
cessor had made an announ¬ 
cement in the Lok Sabha on 
the March 31, 1981 that 

the provisions of the Income- 
tax Act relating to the in¬ 
vestment pattern of trust 
funds would be modified, so 
as to permit charitable and 
religious trusts or institu¬ 
tions to invest the trust funds 
in immovable properties as 
well. 1 am proposing an 
amendment of the relevant pro¬ 
visions of the Income-tax Act 
to fulfil the assurance given 
by him. 

While the levy of wealth- 
tax on agricultural property 
was discontinued by the 
Finance (No. 2) Act, 1980, 
owners of tea, coffee, rubber 
and cardamom plantations 
continue to be chargeable 


to wealth-tax. Our expe¬ 
rience is that the valuation 
of agricultural land; form*- 
ing part of such plantations 
leads to administrative diffi¬ 
culties, complaints of harass¬ 
ment and litigation. The yield 
from this levy is also 
insignificant. 1, therefore, 
propose to discontinue the 
levy of wealth-tax on such 
plantations as well. 

The value of tools and 
instruments necessary to en¬ 
able the taxpayer to curry on 
his profession or vocation is 
exempt from wealth-tax up to 
an aggregate amount of Rs 
20,000, which appears inade¬ 
quate. I propose to raise it 
to Rs 50,000. I also propose 
to raise, from the present 
Rs 30,000 to Rs 75,000, the 
ceiling of the value of con¬ 
veyances, including motor 
cars, for the purpose of ex¬ 
emption from wealth-tax. 

Gift Tax 

Stamp duty paid on an ins¬ 
trument relating to the gift 
of any property is allowed as 
a deduction from the gift- 
tax payable by the taxpayer 
in cases where the amount of 
gift-tax exceeds Rs J,000. 
I propose to allow the bene¬ 
fit of this deduction even 
where the gift-tax payable 
does not exceed Rs 1,000. 

The Hotel-receipts Tax Act, 
1980 provides for the levy 
of tax on the gross receipts 
of luxury hotels. As the levy 
of this tax may adversely 
affect the flow of foreign 
tourists into India, I propose 
to discontinue this levy in 
relation to the chargeable re¬ 
ceipts of such hotels accruing 
or arising or received by them 
after February 27, 1982. The 
revenue loss would be about 
Rs 6 crorcs. 

The other proposals in the 
field of direct taxes are of 
relatively minor importance. 
1 would, therefore, not like 
to take up the time of the 
House by referring to them 
here. 

Hon'hie Members would 
have noted that in the direct 
tax proposals l have set out, 
I have endeavoured to pre¬ 
serve stability in the tax sys¬ 
tem, while providing subs- 
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Industrial Finance Corporation of India 

(The first Development Bank established in 1948 soon 
after Independence) 

♦Provides direct financial assistance in the form of rupee 
& foreign currency Joans, underwriting and/or direct 
subscription to shares/debentures as also guarantees for 
deferred payments and foreign loans to all eligible me¬ 
dium and large-sized industrial projects set up or pro¬ 
posed lo be set up in the country in the corporate and/ 
or co-operative sectors. 

♦Helps in development and growth of small scale and 
ancillary units, through its specially devised Promotional 
Schemes as also provides much needed guidance to 
new, medium ami small scale entrepreneurs in project 
planning and implementation etc., through its specialized 
agencies like Technical Consultancy Organisations (TCOs) 
set up for the purpose. 

SPECIAL FEATURES OF ASSISTANCE 

* Encouragement to new entrepreneurs and/or tech¬ 
nocrats. 

♦Concessional finance for new projects in notified 
industrially less developed disiricts/areas. 

♦Special consideration for schemes of modernisation 
of existing units. 

HIGHLIGHTS OF OPERATIONS 

(unto the 3ist Dec. 1981J 


♦Projects assisted 
♦Projects assisted in notified 
less developed districts/areas 
♦Projects assisted in the co¬ 
operative sector 
♦Projects promoted by new 
Entreprcncurs/Technocrats 

SPECIALIZED AGENCIES SET UP 

♦Technical Consultancy Organisations (TCOs) established 
in Himachal Pradesh, Rajasthan & Madhya Pradesh. 

♦Risk Capital Foundation (RCF) established at New Delhi 
to help new Entrepreneurs in raising promoters’ equity. 
♦Management Development Institute (MDI) alongwith 
Development Banking Centre (DBC) sponsored to provide 
training in modem management techniques and develop¬ 
ment of managerial skills in different sectors of industry. 

Entrepreneurial Guidance Available at AU Offices of IFCI. 
Industrial Finance Corporation of India 

Bank of Baroda Building, 16, Sansad Marg, 

NEW DELHI-110001 
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Total 

Total 

Number 

Amount 

1493 

Rs. 1394.79 crores 

584 

Rs. 588.35 crores 

202 

Rs. 195.30 crores 

205 

Rs. 105.91 crores 
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tantiAl incentives for savings. 

1 have also rationalised the 
capital gains tax and provi¬ 
ded some concessions where 
necessary. 

Mr Speaker, Sir, I now turn 
to the area of indirect taxes. 
Taking customs duties first, 
my principal proposal is 
with regard to auxiliary du¬ 
ties of customs. This levy, 
which has been imposed on 
an annual basis since the 
1973 Budget, is proposed to 
be continued during 1982-83. 
The balance of payments posi¬ 
tion has been under pressure 
in recent times and will con¬ 
tinue to be so for some time 
to come. However, a libera¬ 
lised regime of imports has 
•been a feature of our eco- 
rnomic policies This will be 
continued in order that invest¬ 
ment and production, parti¬ 
cularly in essential and prio¬ 
rity sectors, arc not hamper¬ 
ed or slowed down. There 
is no strong reason, however, 
why those who have access 
to imports in a difficult situa¬ 
tion should grudge to pay 
a little more. I accordingly 
propose to increase the rates 
, of auxiliary duties by 5 per- 
. centage points on all cate- 
, goriest of imports, with some 
i exceptions. 

^ Exemption Granted 

J I am excluding from the 
^proposed increase in auxi- 
[ liary duty essential items 
like crude petroleum, bulk 
petroleum products, such 
as kerosene and high speed 
diesel oil, and some other 
items on which import duty 
rates have been adjusted in 
the recent past on price parity 
considerations. Fuller details 
of these proposals are avail¬ 
able in the Budget papers. 

My proposals relating to 
auxiliary duties of customs 
are expected to yield an 
additional revenue of Rs 
290 crores. 


In the light of the present 
market conditions, and the 
need for encouraging a few 
selected industries, it is neces¬ 
sary to effect certain chan¬ 
ges in the basic customs 
duties. I propose to raise the 
basic customs duty on cork 
and cork articles from 40 



per cent to 60 per cent ad 
valorem; on certain cate¬ 
gories of dyestuffs, from 60 
per cent to 100 per cent ad 
valorem; and on certain other 
categories of dyestuffs, pig¬ 
ments and colours and paints 
and varnishes, from 100 per 
cent to 150 per cent ad valo¬ 
rem. 


Duty on Steel Items 

I also propose to in¬ 
crease the basic customs duty 
on certain items of iron and 
steel, such as melting scrap 
or stainless steel and heat- 
resisting steel, and certain 
categories of alloy steel ex¬ 
cluding stainless steel and 
heat resisting steel from the 
existing levies to 60 per cent 
ad valorem. The effective rate 
of basic customs duty on cop¬ 
per pipes and tubes blanks 
and hollow bars of prescribed 
specifications will be increased 
from 40 per cent to 60 per 
cent ad valorem. The basic 
customs duty on polyester- 
chips is being increased from 
100 per cent to 140 per cent. 
These proposals arc likely 
to result in additional re¬ 
venue of Rs 42 crores. 

ft may be recalled that in 
the last Budget, an effective 
customs duty of 15 per cent 
ad valorem was imposed on 
imported newsprint on which 
there continues to be large 
foreign exchange outgo. The 
Government has received 
representations against this 
levy. I propose to convert the 
ad valorem levy to a specific 
total levy of Rs 825 per met¬ 
ric tonne so as to obviale 
automatic increase in its 
incidence on account of 
rising international prices. 
There will be no revenue loss. 

The indigenous zinc and 
lead industries are facing diffi¬ 
culties owing to escalation of 
input costs, particularly of 
imported concentrates. Tn 
order to enable them to in¬ 
crease their capacity utilisa¬ 
tion, I propose to reduce the 
total customs duty incidence 
on imported zinc concen¬ 
trates from 50 per cent to 
15 per cent ad valorem and 
that on lead concentrates 
from 50 per cent to 5 per cent 
ad valorem. Simultaneously, I 
propose to increase the cus¬ 


toms duty on imported zinc 
metal from 50 per cent ad 
valorem to 60 per cent ad 
valorem. In order partly to 
offset the revenue loss, 1 pro¬ 
pose to increase excise duties 
on indigenously produced 
zinc metal, zinc scrap and 
zinc pioducts by Rs 715 
per metric tonne and that 
on lead metal and scrap by 
Rs 374 per metric tonne. The 
excise duty on zinc pipes and 
tubes will go up from 38.5 
per cent to 49.5 per cent ad 
valorem. These measures, 
taken together, would result 
in an overall Joss of about 
Rs 41 lakhs. 

With a view to improving 
the competitive position of 
Indian chromite ore in the 
context of falling prices in the 
export market, I propose lo 
convert the existing specific 
rates of export duty appli¬ 
cable to different grades of 
the ore and concentrates to 
an ad valorem duty of 10 
per cent. The revenue sacri¬ 
fice is of the order of Rs 1 
or ore. 

I also propose to fully ex¬ 
empt two fertilizers-Calcium 


Ammonium Nitrate and Am¬ 
monium Sulphate from cus¬ 
toms duties. The import 
duty on internal combustion 
engines and non-interchange- 
able parts of such engines for 
manufacture of power tillers 
is also proposed to be re¬ 
duced from 125 per cent to 
50 per cent, 

T propose to fully exempt 
10 more bulk drugs imported 
for manufacture of life-saving 
drugs and medicines. De¬ 
tails are being notified. 

During the past few years, 
the Government has been 
using the fiscal mechanism 
for accelerating the growth 
of the clecTonics indus¬ 
try. As a further step in this 
strategy, I propose to raise 
the basic customs duty on 
electronic items such as com¬ 
puters, calculating machines, 
accounting machines, cash 
registers and certain elec¬ 
tronic sub-assemblies from 
the existing levels of 40, 50 
and 60 per cent to 100 per 
cent ad valorem. On the other 
hand, I propose to extend the 
scope of the present import 
duty concessions to cover 45 


ANIL 

in the Service of Nation 
offers 


The products which are cheeked 
and rc-checkcd at every stage 
for quality of their manufacture 
in ANIL's Plants- -one of the 
finest in India 


Maize Starch, Chemical 
Starches, Dcxtrins 
British Gum, Maize 
Gluten, Maize Oil, Maize 
Oil Cake, Corn Steep 
Liquor, Sulphuric Acid 

Activated Carbon 
Industrial Enzymes 

Sorbitol, Liquid Glucose 
Dextrose Monohydrate 
Dextrose Anhydrous 
Hydrol 

Calcium Gluconate 

Superphosphate and 
Mixed Fertilisers 
Alumina Ferric 


l THE ANIL STARCH PRODUCTS LTD., 

i P.B. NO. 10009, ANIL ROAD, 
AHMEDABAD-380 025. 

Telex No. 544 Tel.Nos. 373122, 373222 Gram:‘NILA’ 
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Nineteen years ago, we set about identifying 
areas of cooperation, creating suitable' frame-work* 
for skills and finance... 


today, with 10 crore members, 
the cooperative sector benefits more 
than half of the nation’s population 


The value of operations of all 
types of cooperatives is in excess 
of Rs. 16000 crore. These figures, 
however, cannot indicate the 
tremendous social gains that have 
accrued to the poorer sections 
of the community. 

With increased marketing of 
farm-produce, cooperatives are 
trying to ensure a remunerative i 
price to the producer, eliminating 
the middlemen, who comer the 
bulk of profits for themselves. 
The supply of agricultural inputs ] 
and other essential consumer 
commodities by village coopera* j 
fives at fair prices at the: 
door-steps of the farmers is a 
boon to them. { 

NCDC has played a pivotal role 
In uplifting the weaker sections 
during the last few years, particu¬ 
larly the fishermen, handloom 
weavers and tribals. The Corpo- j 
ration has been speeding up its 
* programmes to provide financial 
and technical assistance to the . 
farmers, in diverse fields, from 
agro-processing to distribution 1 
of fertilisers, from marketing of 
, agricultural crops to promoting 
1 giants like IFFCO, NAFED and 
1 NHEC. Already in operation are 


plans to set up a rural growth With an outlay of Rs. 80 crore 

centre in every village. At this 6lated for this year and more to 

centre "under one roof" the come, we are well on our way to 

farmers would be able to secure f reaching our goals, 
all their farm requirements, buy ( - 
essential consumer items, avail 
of credit facilities and also sell i 
their agricultural produce. j i 

NCDC has, so far, invested/ 

Rs 425 crore in cooperatives. ‘ 




Our goal of promoting 
cooperatives is a growing 
national investment. 

NATIONAL COOPERATIVE 
DEVELOPMENT CORPORATION 

A STATUTORY CORPORATION 

Head Office : 4, Siri Institutional Area. 
(Behind Hauz Khas). New Delhi-110016.' 

Regional Offices: Bangalore a Calcutta • Chandigarh, 

• Gauhati • Jaipur • Lucknow • Poona 
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% M' capital equip¬ 

ment and 13 new items of 
raw materials and compo¬ 
nents used by the electronics 
industry. The customs duties 
leviable on these items are 
proposed to be reduced from 
the respective existing rates 
to 35 per cent ad valorem in 
the case of machinery and 
instruments and to 55 per 
cent ad valorem in the case 
of raw materials and compo¬ 
nents. The net revenue gain 
from these proposals is Rs 13 
crores. 

Representations have been 
received that it is not always 
possible for units in the Free 
Trade Zones to export their 
entire production, and that 
a provision should be made lo 
allow a proportion of the 
goods manufactured in these 
zones to be cleared into the 
domestic tarifT area. Jt has 
been decided, subject to cer¬ 
tain conditions, to allow such 
removals upto 25 per cent of 
the production of a unit for 
sale or use within the country 
on payment of appropriate 
duties. Provision is being made 
in the Finance Bill to amend 


the Customs and Central 
Excire Acts for the purpose. 

On the Central excise side, 
the levy of special duties of 
excise is proposed to be con¬ 
tinued at the existing rates 
during the year 1982-83. The 
existing exemptions frem the 
special duty are also proposed 
to be continued. 

As I said earlier, my basic 
approach has been that addi¬ 
tions to revenue from Cen¬ 
tral excise duties should es¬ 
sentially come from increased 
production. I am also avoid¬ 
ing recourse to measures 
which could affect retail pri¬ 
ces over a wide spectrum of 
goods. I have accordingly 
selected only a very few items 
for increased taxation. In 
selecting these items. 1 
have kept in view the demand 
and supply situation which 
has resulted in undue profits 
to trading channels, the 
scope for subjecting certain 
articles of elite consump¬ 
tion to a higher rate of tax, 
and the need to restructure 
the excise and customs duties 
applicable to certain basic in¬ 
dustries. 


The Government has 
decided to introduce a scheme 
of ‘levy' and ‘free’ sale of 
cement, and a dual pricing 
policy based on this concept. 
Details of the new .scheme 
are being notified by the 
Government separately. There 
has been no increase in the 
low level of basic excise duty 
on cement since January, 
1977, even though thereafter 
the price of cement has in¬ 
creased very substantially. 
1 propose to increase the 
total excise duty on ordinary 
Portland cement, portland 
pozzolana cement, blast fur¬ 
nace slag cement and mason¬ 
ry cement, from Rs 71.50 
to Rs 135 per metric tonne. 
The more expensive special 
varieties of cement will be 
subject to higher rates of duty. 
The effective total excise duty 
on cement produced in mini 
cement plants is proposed to 
be fixed at Ps 100 per tonne. 
I also propose to impose a 
basic customs duty of 10 per 
cent ad valorem on imported 
cement, together with full 
countervailing duty. No 
auxiliary duty would be levi¬ 


able on imported cement? 
These proposals will give adaM 
ticiial revenue of Rs 158,73 
crores on the Central excise 
side and Rs 39.60 crores Mi 
the customs side. The 
of the proposed increase i® 
excise duty per bag bl 
cement of 50 kilograms would] 
work out to Rs 3.175. /» 

Tn the recent past, certah 
expensive electronic gootf 
favoured by the affluent 
being produced in increa$ip| 
quantities. These are nbV 
subjected to a very low 
dencc of duty at 8 per 
ad va'orcm under Item 68, & 
the Central Excise Tartlj 
I now propose to carve 
new entries in the exci^ 
tariff, and subject video Qdfcj 
settc recorders and reprodtiS 
cers, television cameras and. 
video cameras and 
goods lo a basic excise dnf$ 
of 25 per cent ad valores$ 
Blank and recorded video and 
audio tapes of the spool 
and cassette types, as al$o 
video discs, are also pro& 
posed to be subject to a basic 
duty of 25 per cent ad valip^ 
rem. Recordings which 
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MALCO 

has now added Aluminium Extrusions to its 
range of quality Aluminium products. 

For your needs of Extrusions, EC and CG Ingots, 
Billets, Alloys, EC Rods, Bus Bars, Calcined 
Alumina and Carbon Electrode Paste 

Please send your enquiries to : 

THE MADRAS ALUMINIUM COMPANY LTD., 

Regd. Office 6 Factory : 

METTUR DAM - 636 402. SALEM DISTRICT. 

Telephone : 361 to 370 (10 lines) Telex : 0450/243-MACO-IN 
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lot for commercial purpose# 
Jill be exemnt. I also pro¬ 
pose to levy basic duty at a 
higher rate of 40 per cent on 
Electronic machines for games 
pf skill or chance, including 
bose used for television garner 
ftnd video games. These pro- 
osals would yield revenue of 
3.83 crores. 

Toilet preparations notcon- 
ining alcohol are liable 
fjto Central excise duty at the 
sic rate of 100 per cent 
;d valorem whereas those con¬ 
fining alcohol attract duty 
ndcr the Medicinal and 
oilet Preparations (Excise 
uty) Act at only *0 per cent 
d valorem or Rs 13.20 per 
jtre of pure alcohol content, 
^whichever is higher. Some mis- 
fuse because of these ‘ diffe¬ 
rential rates has come to 
^notice. 1 therefore, propose to 
[raise the alternative ad valo¬ 
rem rate to J00 per cent ad 
fvalorem so as to place both 
^Categories of toilet prepara¬ 
tions more or less at par. 
[The revenue yield from this 
measure is expected to be 


Rs 2.3 crores and would ac¬ 
crue mostly to the States. 

Man-Made Fibres 

Hon’ble Members* may re¬ 
call that the Textile Policy 
Statement of March, 1981 en¬ 
visaged a review of fiscal levies 
on man-made fibres and yarn. 
While cotton will continue to 
enjoy the predominant posi¬ 
tion in textiles, it is neces¬ 
sary to encourage increased 
consumption of blends of cot¬ 
ton and man-made fibres 
and yarns, if we are to achieve 
the Plan target or even a 
modest increase in ihe per 
capita availability of cloth. 
For some time past, blended 
fabrics containing polyester 
fibre in proportions too small 
to imparl the requisite dur¬ 
ability and easy-carc proper¬ 
ties to the fabrics are flooding 
the market with stampings 
thereon which would mis¬ 
lead the public. From the 
point of view of belter uti¬ 
lisation of polyester fibre, 
?t is necessary to encourage 
blends of desirable propor¬ 
tions and discourage blends 


NEW ENTREPRENEURS ! 

Set up new units of your own. 
GSFC has a Scheme for you 

Perhaps you have limited financial resources to 
set up your own unit. The New Entrepreneurs Scheme 
offered by GSFC solves your problems. 

Salient features of the Scheme t 

* Loan upto 90% of the fixed-assets 

* Loan upto Rs. 3 lakhs for a project 

* Concessional rate of interest 

* Moratorium of Ll/2 years for interest payment. 

Are you a qualified technician? A craftsman ? 

A person with practical experience in industry ? 

Yes, You arc. 

Here is an opportunity to build your own Industry.. 
for further details write to : 

GUJARAT STATE FINANCIAL 
CORPORATION 

g §J Children’s Hospital Building, 

\ y Rasala Road, Mithakhali, 

AHMEDABAD 380 006. 
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which do not really serve the 
intended purpose. I therefore 
propose to make certain chan¬ 
ges in the fiscal levies appli¬ 
cable to man-made fibres 
and yarns. 1 propose to in¬ 
crease the duty on blended 
cotton yarn and cellulosic 
spun yarns containing up to 
one-sixth by weight of polyes¬ 
ter fibre from the existing 
average total incidence of 
Rs 1.63 per kilogram to Rs 7.5 
per kilogram. The total inci¬ 
dence on such blended yarns 
containing more than one- 
sixth but less than 50 per cent 
of polyester fibre, which seem 
to be desirable blends in Indian 
conditions, is proposed to 
be reduced from Rs 22.50 per 
kilogram to Rs 11.25 per kilo¬ 
gram. 

Blended Fabrics 

Similarly, the incidence 
on blends containing 50 per 
cent or more but less than 70 
per cent of polyester fibre is 
being reduced from Rs 30 
per kilogram to Rs 22.50 
per kilogram. There will be 
no change with regard to 
blends containing 70 per cent 
or more of polyester fibre. 

It is proposed to increase 
the total incidence of Central 
excise duty on acrylic fibre 
from Rs 12.50 to Rs 17.50 
per kilogram and simulta¬ 
neously to reduce the counter¬ 
vailing duty on imported fibre 
from Rs 37.50 to Rs 30 per 
kilogram. 

Turning to viscose staple 
fibre, the excise duty is being 
raised from Rs 3.125 per kilo¬ 
gram to Rs 4 per kilogram and 
the duty on polynosic and 
high wet modulus fibres is 
being reduced from Rs 5 
to Rs 4 per kilogram. 

Acetate filament yarn which 
is used in the decentralised 
sector is not produced in 
adequate quantities in the 
country. Jt is proposed to 
reduce the customs duty on 
it from 125 per cent to 20 
per cent ad valorem so as to 
facilitate imports of this yarn. 

I do not propose to change 
the excise or basic customs 
duty rates applicable to other 
fibres such as acetate fibre 
an<f polyester fibre and other 
filament yarns such as vis¬ 
cose, nylon and polyester fila¬ 
ment yarn. 


These proposals Would re¬ 
sult in a net Joss of Rs 13 
crores on the Central excise 
side and a gain of Rs 12.94 
crores on the customs side. 

At present, there is no basic 
excise duty leviable on man¬ 
made fabrics, the incidence 
of such duties having been 
shifted to the fibre and yam 
stages. These fabrics attract 
only additional excise duties 
in lieu of sales tax. While the 
present rate structure is pro¬ 
gressive on fabrics having ex¬ 
factory price up to Rs 10 per 
square metre, it is not so in 
respect of the higher priced 
fabrics since the duty appli¬ 
cable to them is a uniform 5£ 
per cent ad valorem. There are 
very high-priced fabrics in 
This range, catering to affluent 
consumption, and these fab¬ 
rics can well bear a mode¬ 
rate increase in duties. I 
therefore propose to intro¬ 
duce further progression in the 
rate structure in such a way 
thal fabrics having ex-factory 
prices of more than Rs 20 per 
square metre would attract 
duty at 1\ per cent ad valo¬ 
rem. The additional revenue 
from this proposal is estima- 
ed at Rs 35 crores, which 
will go to the States. The 
proposal would also be a 
step towards fulfilment of the 
Centre's commitment to the 
States to increase the overall 
incidence of additional excise 
duties in lieu of sales tax, as 
a percentage of the value of 
clearances. I am sure that 
Parliament and the States 
would whole-heartedly wel¬ 
come this step. 

The overall effect of the 
duty changes on blended 
fabrics containing cotton, cel- 
Julosics and polyester would 
be a decrease in the price 
of desirable blends and an in¬ 
crease in the price the other 
less desirable blends. 

I have included in the 
Finance Bill some provisions 
designed to achieve simplifica¬ 
tion and greater clarity in the 
tariff nomenclature and there¬ 
by minimise the scope for 
classification disputes. These 
measures are not designed as 
revenue raising exercises, but 
because of the changes in 
classifications, some revenue 
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ill accrue. The propolis 
over, among others, major 
petroleum products, artificial 
lid synthetic resins and pLs- 
jlfc materials. 

I also propose to rationa¬ 
le and restructure the tariff 
fating to paper and paper 
Mtrds, the primary objec¬ 
tive being to exempt smto.ll 
ale paper c mverters 
from payment of excise duty 
id to release them from ex¬ 
cise control. In order to re¬ 
coup the consequent loss in 
venue, I propose to raise 
he basic excise duty on indus¬ 
trial varieties of paper and 
iper boards by a small 
rgin of 2\ per cent ad 
Valorem. However, certain 
inverted papers of high 
jfldue-addcd categories are 
toposed to be subject to basic 
“cise duty at 32£ per cent ad 
lorem. Similarly, specified 
Seles made of paper and 
aper board are proposed to 
brought within the pur- 
tlle tari ^ * tem bl,t cffcc ’ 
lively restricting the levy 
ftJb printed cartons and prin¬ 
ted boxes. 

In recent years, the scheme 


of input excise duty relief has 
been extended to cover certain 
specified industrial products. 
I propose to further extend 
input duty relief in respect 
of synthetic rubber, carbon 
black and rubber processing 
chemicals going into the pro¬ 
duction of tyres. To make up 
for the revenue loss, I propose 
to raise the duty leviable on 
tyres from a total of 60.5 per 
cent to 66 per cent ad valorem. 
While tyres for tractors and 
scooters will also enjoy the 
benefits of the input duty 
relief, 1 do not propose 
to increase the final duty 
rates on them. As this is 
intended to be a balancing 
exercise, no credit for addi¬ 
tional revenue is being taken. 

As the House is aware, the 
administered price of alu¬ 
minium metal is revised perio¬ 
dically, keeping in view esca¬ 
lations in input costs. In 
order to contain the incidence 
of excise duty, it is proposed 
to levy duty at specific rates. 
The rates would be Rs 3,085 
on electrolytic grade ingots, 
Rs 3,125 on billets Rs 3,330 
on wire rods produced by 


primary producer* 

Rs 3,280 on wire bars. There 
would be no change in the 
rates of countervailing duties. 
The proposal will give some 
relief to the finances of State 
Electricity Boards. 

As an anti-avoidance mea¬ 
sure, I propose to add to the 
present ad valorem levy on 
flat glass, a specific levy at 
the rate of Rs 5.50 per milli¬ 
metre thickness per square 
metre. Effective rates of duty 
are being prescribed at lower 
levels for different categories 
of flat glass. 

The Government has re¬ 
ceived a large number of re¬ 
presentations alleging mal¬ 
practices in the biri industry, 
on account of the present 
differential rates of excise duty 
applicable to branded and 
unbranded biris. Many State 
Governments and Associa¬ 
tions have urged that this 
distinction should be done 
away with. A suggestion to 
the same effect has also been 
made in a recent meeting of 
Labour Ministers. Taking 
note of these points, I pro¬ 
pose to do away with the 


duty i 

to subject both branded and 
unbranded biris to a uniform 
composite duty rate of Rs 3.60 
per thousand. Simultaneously, 
the existing quantum of un- 
branded biris eligible for 
duty free clearance is also be¬ 
ing reduced from 30 lakhs 
to 20 lakhs in a financial year. 
This would still leave self- 
employed family units, petty 
shop-keepers etc. out of the 
tax net. 

The general scheme of 
excise duty concession appli¬ 
cable to small manufacturers 
of 72 specified groups of 
commodities is being exten¬ 
ded to manufacturers of as¬ 
bestos fibre and yarn. Some 
misuse of the scheme with a 
view to avoiding excise duty 
on popular brands of aerated 
waters has come to notice. 1 
therefore propose to take 
aerated waters out of the 
scope of the general scheme 
and devise a new scheme for 
it. Essenlially, small manu¬ 
facturers who sell their pro¬ 
ducts under their own brand 
or trade names would conti¬ 
nue to enjoy the benefits avail- 




“Keeping up the Maritime Tradition of Tamil Nadu” 

POOMPUHAR SHIPPING CORPORATION LIMITED 

(An Undertaking of the Government of Tamil Nadu) 

Modernisation of Indian Coastal Shipping is our aim 
and we are proud to be the principal carriers of 
coal on the Indian Coast already. 

During 1981-82 we carried over 6 lakh tonnes of 
Bulk coal for the Power Houses of Tamil Nadu . 



Regd. Office : 
'Kuralagam', IV Floor 
Madrae-600 001. 


Phone : 20263 (3 lines) 
Telex: 041-7264 
Cable: TAMILSHIP 
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ablet^itf entile prefeitf kmmi. 
However, manufacturers who 
produce and bottle aerated 
waters under brand or trade 
names is pursuance of agree¬ 
ments with the owners of 
such brand or trade names 
would not be eligible for the 
concession. This also is pure¬ 
ly an anti-avoidance measure. 

The general scheme refer¬ 
red to earlier seems to have 
been similarly exploited by 
certain small manufacturers 
of synthetic organic dyestuffs. 
Under the present scheme, 
clearances up to Rs 7£ lakhs 
are fully exempt and an addi¬ 
tional Rs 7i lakhs are subject 
to duty at 3/4ths of the duty 
rate applicable to the orga- 
Inised sector. In view of the 
'relatively high rate of duty on 
dyestuffs and the fact that 
techniques of production of 
some dyestuffs are compara¬ 
tively simple, it appears there 
has been a proliferation of 
small units with consequent 
deleterious effects on the qua¬ 
lity, and also on the industry 
as a whole and on exports. 

Duty on Dyestuffs 

l, therefore, propose to dele¬ 
te dyestuffs from the purview 
of the general scheme. Under 
a new scheme which is being 
announced in respect of dye¬ 
stuffs, very small manufactu¬ 
rers whose clearances do not 
exceed Rs 1 lakh per annum 
will be fully exempt from ex¬ 
cise duty. In the case of other 
small manufacturers, clearan¬ 
ces upto Rs 15 lakhs of dye¬ 
stuffs will be subject to 50 per 
cent of the duty applicable 
to the organised sector. All 
manufacturers will be brought 
under excise control. The 
monetary content of the pre¬ 
sent scheme of relief is, by 
and large, maintained under 
the new scheme. 

At present, certain specified 
consumer electronic goods 
manufactured in the small 
sector attract duty rate lower 
than the normal rates. To res¬ 
trict this duty concession to 
genuine small manufacturers, 
it is proposed to restrict the 
scheme of duty exemption 
to manufacturers with total 
annual turnover not exceed¬ 
ing Rs 2 crores. 


With regard to the match 
industry, 1 do not propose to 
disturb the existing duty struc¬ 
ture. Small manufacturers 
whose clearances have not 
exceeded 150 million matches 
in the preceding financial 
year would continue to be eli¬ 
gible for the concessional rate 
of duty of Rs 1.60 per gross 
boxes on clearances upto 120 
million matches in the finan¬ 
cial year. The concession will 
not be available if the mat¬ 
ches are marketed under the 
labels of manufacturers who 
pay duty at Rs 4.50 or Rs 7.20. 

Match Industry 

As Hon’ble Members are 
aware, the Government has 
been using the excise duly 
mechanism as a powerful in¬ 
centive for the growth of the 
cottage sector of the match 
industry. A number of manu¬ 
facturers in the middle sector 
have, however, challenged in 
courts of law, the excise con¬ 
cession scheme for the cottage 
sector and obtained judge¬ 
ments in their favour. This 
may result in refund of subs¬ 
tantial amounts of duty to the 
middle sector units. As the 
element of duty at the higher 
rate would have already been 
passed on to the millions of 
consumers, any refund of such 
duties would only result in 
unjust enrichment. A pro¬ 
vision has been made in the 
Finance Bill to obviate this 
contingency. 

There have been some dis¬ 
putes in the recent past re¬ 
garding the determination of 
assessable values of excisable 
goods from a given cum-duty 
price, resulting in considerable 
litigation. This has result¬ 
ed in locking up substantial 
amounts of revenue. It is 
proposed to suitably amend 
Section 4 of the Central Ex¬ 
cises and Salt Act to make it 
clear that in computing the 
amount of duty of excise 
deductible from the cum-duty 
price, the effective amount of 
duty of excise payable on 
goods under assessment shall 
alone be taken into account. 
This amendment is being 
given effect to, retrospectively 
from October 1, 1975. 

It has been the long-stand¬ 



ing practice to charge excise 
duty on goods used for cap¬ 
tive consumption within the 
factory where they arc pro¬ 
duced. Some doubt had, how¬ 
ever, been cast on this posi¬ 
tion as a result of judgements 
Of some High Courts, which 
interpreted certain provisions 
of the Central Excise Rules 
to hold that duty could 
not be collected on such 
goods as they had not been 
‘removed* from the factory. 
A number of manufacturers 
have also obtained stay 
orders from courts based 
on the same grounds. The 
matter has been taken up in 
appeal. Nevertheless, in order 
to place the position beyond 
doubt, the relevant Central 
Excise Rules have been suit¬ 
ably amerded. A provision 
has also been included in the 
Finance Bill so that these 
amendments will have retros¬ 
pective effect and the collec¬ 
tions of duty made in accor¬ 
dance with the existing prac¬ 
tice will also be validated. 

As the House is aware, 
1982 has been designated by 


the Prime Minister a& the f 
“Productivity Year". With I 
the improvement in infra- J 
structural facilities, it is hoped | 
that industrial productioji;| 
would register further growth.?! 
in the current year. The fiscal J 
mechanism could be jw»r^| 
ciously deployed in furthering -j 
this objective. With this in * 
view, I propose to formulate 
a scheme of excise duty con- 
cession for increased produce 
tion of goods during the pc* ' ! 
riod of 12 months commencing 
on March J, 1982 and ending" 
on February 28, 1983. Th&| 
scheme would cover it ? 
tariff items including some 
basic raw materials, other iut* 
portant industrial inputs and**! 
certain finished productt*V^3 
Some of the items are caustfg^ 
soda, fertilisers, synthetic fC-fels 
sins, steel ingots and steel;? 
products, internal combu$- 
tion engines, wires and cab*'t| 
les, two and three-wheeled| 
motor vehicles, light and r |f 
heavy commercial vehicle^;* 
tractors, railway wagons, ma#*? 
made fibres and filament yarn* ? 
tyres and writing and prix)t^|| 
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Telegram : “MYACETATE” Telex : 236 Phone: 76911-3 

THE MYSORE ACETATE AND 
CHEMICALS COMPANY LIMITED 

'MysugiirBldg.’, J.C.W. Read, 

BANGALORE 560 002. 

Mycel Acetate Products—the Pioneers in Plastics 

1 ) Cellulose Acetate Moulding Granules: A tough, weather- 
resistant, non-toxic, non-irritable to skin, dimensionally stable 
and dyeable plastic materia). Used in Injection moulded 
household, electrical and industrial articles. 

2) Cellulose Triacetate : A non-inflammable safety film base. 
Used by M/s. Hindustan Photo Films Mfg. Co. Ltd., 
OOTACAMUND for the manufacture of photographic, cine 
and X-ray films and sheets of 0.04 mm to 0.4 mm thickness. 
Also used for electrical insulation purposes. 

3) Cellulose Secondary Acetate: Used in rayon and plastic 
industries and also for cigarette two and lacquer manufacture. 

4) Acetic Anhydride : A clear, colorless liquid, free from suspend¬ 
ed matter more, than 98% pure. Widely used as a base for, 
manufacture of aspirin, dyes, perfumery etc. 

5) Dimethyl Phthaiate : Used in plastics as plasticizer, agarbathi, 
perfume industries. Insect repellent formulations etc. 

6) Diethyl Phthaiate : Used in plastics as plasticizer, agarbathi 
and perfume industries. 

7) Ethyl Acetate : Used as an industrial solvent in the paint and 
lacquer industries and in the manufacture of drugs, cosmetics 
and favouring essences. 

8) Bleached Cotton Linter Pulp : For special applications in 
paper and explosive industries. 

9) Unbleached Cotton Linter Pulp : Used as raw material for the 
manufacture of Blasting soluble Nitrocellulose (BSNC— 
EXPLOSIVES), for insulation board. 

for further details please write to us 


11 

S 


L" 




MARCH 19 , 1982 * 


$99 



:p 

i 






GORDON W00DR0FFE LIMITED 

AIR FREIGHT DIVISION 

36, RAJAJI SALAI, MADRAS - 600 001. 


TELEX : MS 420 & 330 


PHONE : 20534 


GRAMS : “WOODROFFE” 


IATA APPROVED AGENTS 
CONSOLIDATION AND BREAK BULK AGENTS 

AND 

INDIAN AIRLINES CARGO AGENTS 

AT MADRAS, DELHI, BANGALORE A HYDERABAD 


ALSO OFFERING 
SERVICES FROM. 


ATTENTION ; 

‘ ■** 

IMPORTERS/- 

EXPORTERS 


BOMBAY, DELHI, CALCUTTA, BANGALORE, 
SECUNDERABAD, COIMBATORE, COCHIN, 
KAKINADA, V1SAKHAPATNAM & TUTICORIN. 

TAKE ADVANTAGE OF CONSOLIDATION SERVICES 
OFFERED BY US FOR AIR IMPORTS AND EXPORTS 
FROM AND TO THE U K., WESTERN EUROPE AND 
THE U S A. IN ASSOCIATION WITH A CLOSE 
NETWORK OF AIR CARGO AGENTS IN THE 
WESTERN WORLD. WE OFFER A QUICK, EFFICIENT 
AND TOTAL SERVICE WHICH INCLUDE PROGRESS 
CHASING, CONTACT WITH SUPPLIERS, COLLECTION: 
AND FORWARDING OF CARGO. v 
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I ing paper. A fall list may be 
round in the Budget papers. 

F The benefits of the scheme 
would accrue only in cares 
where the production in the 
12 months period referred to 
above exceeds 110 per cent 
of the production during the 
base period, namely, the 12 
months ending on February 
28, 1982. The duty con¬ 
cession would be l/5th of the 
| total amount of dqtypaid on 
the excess production com¬ 
puted, as explained earlier, in 
respect of goods carrying basic 
excise duty of 20 per cent ad 
valorem or less and l/10th 
of the duty in other cases. The 
amount so computed for the 
%whole period would be given 
jlis a credit which may be uti¬ 
lised for payment of Central 
excise duty during the finan¬ 
cial year 1983-84. 

The scheme will apply also 
to small-scale manufacturers, 
who actually pay duty. It is 
proposed to ensure that 
those small-scale units 
which are eligible for the 
benefits of the relevant excise 
duty concession schemes and 


are within the respective cut¬ 
off points during the year 1981- 
82, would continue ter be eli¬ 
gible to the said benefits in 
1983-84, even if they‘produce 
and clear goods in excess of 
the eligibility limits in the 
Productivity Year. 

I anrsure that industry will 
rise to the occasion and res¬ 
pond to this generous 
gesture of the Govern¬ 
ment and achieve new peaks 
of production. Since the 
Government would also be 
a beneficiary of the higher 
production in the shape of 
increased collection of excise 
duties, 1 do not propose to 
take any amount as revenue 
loss on account of the pro¬ 
posed concession. 

I have already referred to 
the need to minimise the im¬ 
pact of my proposals on the 
middle and poorer sections of 
society, i propose to go fur¬ 
ther and give some concessions 
on articles of special inte¬ 
rest to those sections. 1 pro¬ 
pose to partially or fully ex¬ 
empt from excise duties seve¬ 
ral articles of common con- 


swfiption Sdtae of thetase pro- 1 
ducts are of interest to the 
student community, some are 
of general utility, yet others 
of interest to the disabled and 
one in the interest of horti¬ 
culture. 1 propose to fully ex¬ 
empt from excise duty, pen¬ 
cils^ erasers, pens including 
ball point pfens and refills, . 
laboratory glassSvate, enamel- 
ware, thermos flasks and parts, 
water coolers, candles, tooth 
brushes, spectacles and spec¬ 
tacle frames, one-day alarm 
clocks, domestic water fil¬ 
ters, handpumps, Braille 
typewriters, invalid carriages 
and helmets. FuiKber, i pro¬ 
pose to reduce the basic ex¬ 
cise duty on specified fruit and 
vegetable preparations from 
15 per cent to 10 per cent ad 
valorem. I also propose to 
increase the present "Value 
limits of Rs 15 per pair of 
footwear for eligibility to fall 
duty exemption, to Rs 30 
per pair. 'Lac is also being 
exempted. In order to reduce 
the. packaging costs involved 
in the sale of milk in lamina¬ 
ted paper packs, i propose 


* V*8, * ' i ' ,‘IL ‘ i y j 

to cxirapt from excise* .duty ■< 
tow density polyethylene film s 
and paper to be used by “the 
Indian Dairy Corporation:; *; 
for the manufacture of such 
paper packs. This measure 
should enable larger market* V. 
mg of milk in paper packs 
which have a longer shelf life^ ? 
and also help in the fuller > 
utilisation of surplus milk prfr.^i 
duced in flush seasons. ' v ; 

At present, mopeds of 
engine capacity upto 75 CC ; 
bear a reduced rate of excise J. 
duty of 10 per cent ad valo¬ 
rem. This fuel-saving perso* i 
realised conveyance is becotn* , 
ing increasingly popular pa rtf*;, 
cularly in urban and semi* ; 
urban areas. 1 propose 
tend the concession to mopeds 
of engine capacity upto 106S 
cc which are expected to fid \ 
more fuel-efficient. v 
1 had referred earlier to cer*v 
tain adjustments of excise 1 
and customs dutiesconseq&ent ; ! 
on a review of the fiscal levins * 
on man-made fibres and> 
yam. The production of 
blended cloth in the hapd// 
loom sector is at present/; 


INDIAN COFFEE 


Indian Coffee, distinctive and delicious, gets special aroma from the rich soil climate and culture 
of India. 

b ‘ *' « ^ * 

^ Nurtured on the shaded slopes of the Western Ghats, .with its spure extending Eastwards, 
Indian coffee is grow under geological conditions ideal for the growth of the finest coffee. 

Coffee in India covers 1,96,228 hectares and accounts for 95,297 estates. Of this 93,215 arc small 
holdings below 10 hectares and 2082 are above 10 hectares. These estates employ 2,54,795 daily 
workers. ** f 

India's production of excellent coffee is about 1,30 lakh tonnes. 

Careful picking of the coffee fruits scientific processing curing done to set standards, and quality 
assessment leads to export of only the best 1NDIAN<X>FFEE. 1 , - 

Coffee exports during £0-81 realised foreign exchange worth 202 crores of rupees. 

Current efforts are aimed at increased production in traditional areas and bringing non-tradi- 
tional areas under coffee, thus ensuring adequate supplies Increasing trends in exports and inter¬ 

national consumption of the future. 
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^tound 12 million metfes* In 
fordcr to enable the hand loom 
Rector to register faster growth, 
]l propose to fully exempt from 
Excise duties polyester blen¬ 
ded fabrics woven on hand- 
< looms from processing stage 
^duties, if they are processed 
*in factories set up by State 
fHandloom Develepment Cor¬ 
porations or Apex Co-opera- 
ytive Societies approved in this 
''behalf by the Central Govern¬ 
ment. This concession involves 
a revenue loss of Rs 4 crores. 
I also propose to exempt 
' metallised man-made filament 
/yarn from the whole of the 
excise duty considering its use 
1 in saris and the like. The 
value of this concession is 
, about Rs l crore. 

Revenue Loss 

These excise duty conces¬ 
sions I have just referred to 
■ entail a total revenue sacri- 
* fee of Rs 13.77 crores in a 
full year. 

Y Where the charges arc to 
' be made by notifications cl-, 
\fective from February 28, 
1982, copies thereof will be 
laid on the table of the House 
in due course. 


My proposals will yield a 
net sum of about Rs 196.18 
^crores from excise duties and 
Rs 391.35 crores from cus¬ 
toms duties. The yield from 
^duties under the Medicinal 
;;and Toilet Preparations 
^(Excise Duties) Act will be 
|Rs 2.30 crores in a full year. 
Taking all the proposals to- 

! sther, the net accrual to the 
entral exchequer in a full 
: year will be Rs 487.60 crores 
and that to the States will 
* be Rs 102.23 crores. 


J 1 now have something to 
say on behalf of my Hon’ble 
[ colleague, the Minister of 
Communications. As the House 
is aware, postal services have 
been extended over the years 
throughout the country. There 
are over 140,000 post offices, 
t The service is highly employ¬ 
ment intensive, with more than 
5.6 lakh employees including 
extra-departmental staff. Sala¬ 
ries and wages therefore cons- 
; tHute a major part of the 
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operating expenses of the Pos¬ 
tal Department. The postal 
services are presently under- 
priced and the rates arc in¬ 
adequate even to meet the 
direct cost of several services. 
The grant of additional ins¬ 
talments of dearness allow¬ 
ance, and increases in other 
operating expenses, add signi¬ 
ficantly to these costs. A 
revision of tariffs for some 
postal services has therefore 
become unavoidable. Accor¬ 
dingly, it is proposed to raise 
the rate for printed post cards 
from 20 paise to 25 paise, 
letter cards from 25 paise to 
35 paise and envelopes of the 
lowest weight slab from 35 
paise to 50 paise. There will 
be no increase in the rate of 
the ordinary post card which 
is generally used by the com¬ 
mon man, even though this 
service involves an annual loss 
of about Rs 20 crores. The 
tariff for book-post articles 
is also proposed to be raised 
from 25 paise to 30 paise. 
The postage for a registered 


States during 1982-83. Be¬ 
sides; the States will get an 
additional revenue of over 
Rs 2 crores from the increase 
in the duty on medicinal and 
toilet preparations. 1 am tak¬ 
ing credit for Rs 250 crores as 
receipts from the Capital In¬ 
vestment Bonds which 1 re¬ 
ferred to earlier. This would 
leave an uncovered deficit 
of Rs 1,365 crores in 1982-83, 
which is substantially lower 
than the estimated deficit for 
the current year. 

Mr Speaker, Sir, I have set 
forth a framework of policies 
with a view to encouraging 
higher savings, investment 
and production in the eco¬ 
nomy. Plan outlays arc being 
stepped up substantially, parti¬ 
cularly for sectors empha¬ 
sized in the 20-Point Pto- 
gramme. Adequate provision 
has been made for national 
security. Despite these com¬ 
mitments, the budgetary defi¬ 


cit has beencbhtaitifcdwithin 
reasonable limits. To achieve 
this, a measure of resource 
mobilisation was inescapable. 
1 have, however, taken care to 
see that resources are raised 
without building new infla¬ 
tionary pressures. In parti¬ 
cular, I have tried to avoid 
placing burdens on the low 
and middle income groups. 
The Budget constitutes a 
challenge to all those who 
are associated with the imple¬ 
mentation of our development 
plan. It is an invitation to 
farmers, industry and labour 
for higher productivity; to the 
trading community for ensur¬ 
ing healthy marketing and 
distribution: and, indeed, to 
all our people, soldiers and 
civilians, to march forward 
shoulder to shoulder in the 
twin tasks of national deve¬ 
lopment and defence. 

Sir, 1 now commend the 
Budget to the House. 


newspaper has remained at 
the very low level of 2 paise 
for many years now. It is pro¬ 
posed to fix it at 5 paise for 
a single newspaper, with suit¬ 
able adjustments for higher 
weight slabs. Even after this 
revision, the newspaper ser¬ 
vice will be subsidised to the 
extent of Rs 7 crores a year. 

The Notification 

A memorandum showing 
the proposed tariffs is being 
circulated along with the Bud¬ 
get documents. The changes 
would take effect from a date 
to be notified after the 
Finance Bill is passed by Par¬ 
liament. The revisions pro¬ 
posed are estimated to yield 
an additional revenue of 
Rs 35.33 crores in a full year 
and about Rs 26 crores in 
1982-83. 

1 had mentioned that the 
budgetary deficit at the exis¬ 
ting rates of taxation would 
be Rs 2,085 crores. The tax 
measures proposed now,taken 
together with the reliefs and 
concessions, are estimated to 
yield net additional revenue 
of Rs 470 crores to the Cen- 


Publications From The 

United Nations 


Economic and Social Survey of Asia and 
the pacific 1980 

1981 US S 11.00 

World Economic Survey 1980-81 

1981 US S 8.00 

Economic Survey of Europe in 1979 

1980 US $ 17.00 

The present Good Offices Committee 

Conversion Rate Is Rs. 9.60 to a US dollar 


Oxford Book l Stationery Co. 


Sceadia Howe 
New Delhi-1 



17, Park Street 
Calcutta-16 


tre and Rs 63 crores to the 
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Finance Bill, 1982: 
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Proposals Explained 


Direct 

Thf provisions in the 
Finance Bill, 1982 in the 
sphere of direct taxes relate 
to the following matters : 

(i) Prescribing the rates 
of income-tax (including sur¬ 
charge thereon) on incomes 
liable to tax for the assess¬ 
ment year 1982-83; the 
rates on which income-tax will 
be deductible at source dur¬ 
ing the financial year 1982- 
83 from interest (including 
interest on securities), divi¬ 
dends, salaries, insurance 
commission, winnings from 
lotteries and crossworrd puz¬ 
zles, winnings from horse 
races and other categories 
of income liable to such 
deduction under the Income- 
tax Act, rates for computa¬ 
tion of “advance tax’' and 
charging of income-tax on 
current incomes in certain cas¬ 
es for the financial year 1982- 
83. 

(ii) Amendment of the In¬ 
come-tax Act, 1961 with 
a view to providing for exemp¬ 
tion of interest on Capital 
Investment Bonds; providing 
tax concessions for promoting 
savings and investment; pro¬ 
viding relief to salaried tax¬ 
payers; encouraging larger 
foreign exchange remittances 
into India; relaxation of the 
‘test of residence’ in India 
to relieve hardship to Indian 
citizens working abroad; pro¬ 
viding incentives for encour¬ 
aging house building acti¬ 
vity; providing tax incentives 
for increased exports and tax 
relief to Indian contractors 
undertaking building con¬ 
tracts outside India; conti¬ 
nuing existing tax conces¬ 
sion for promoting scientific 
and technological self-reli¬ 
ance; promoting inter-cor¬ 
porate investment in certain 
industries; providing tax con¬ 
cession for donations for pro- 


Taxes 

grammes for conservation of 
natural resources; providing 
for deduction in respect of 
specified percentage of total 
income carried to special 
reserve account in the case 
of approved Indian banks; 
liberalising the provisions 
relating to capital gains and 
modifying the provisions re¬ 
lating to deduction of tax 
at source and providing for a 
few other matters. 

(iii.) Amendment of the 
Wealth-tax Act, 1957 with a 
view to abolising the levy of 
wealth-tax on agricultural 
property comprised in spe¬ 
cified plantations; providing 
for exemption of the value of 
Capital Investment Bonds; 
raising the exemption limit 
for wealth-tax in respect of 
conveyances and tools and 
instruments used by professio¬ 
nals; providing exemption in 
respect of notified savings 
certificates in the case of non¬ 
resident Indians and foreig¬ 
ners of Indian origin; and 
providing for a few other 
matters. 

(iv) Amendment of the 
Gift-tax Act, 1958 with a view 
to providing for exemption 
upto a specified monetary 
limit in respect of gifts of 
Capital Investment Bonds; 
providing for exemption 
for gifts made by non-resi¬ 
dent Indians and foreign 
nationals of Indian origin out 
of moneys in the Non-resident 
(External) Accounts and out 
of foreign funds to relatives 
in India and providing for a 
few other matters. 

(v) Amendment of the 
Interest-tax Act, 1974 with a 
view to providing for exemp¬ 
tion of interest on credit for 
export of capital plant and 
machinery and all interest on 
loans in foreign currency 



for import of capital plant 
and machinery. 

(tv) Amendment of the 
Hotel-Receipts Tax Act, 
1980 with a view to disconti¬ 
nuing the levy of hotel-receipts 
tax and providing for exemp¬ 
tion of payments made by dip¬ 
lomatic personnel. 

(vii) Amendment of the 
Deposit Insurance and Cre¬ 
dit Guarantee Corporation 
Act, 1962 so as to extend 
its period of exemption from 
income-tax by five years. 

(viii.) Amendment of the 
Unit Trust of India Act, 
1963 so as to raise the ex¬ 
emption limit for income- 
tax in respect of the income 
from units as also the exemp¬ 


tion from welath-tax in refrj 
pect of the value of such! 
units. ' v j 

2. Subject to certain except 
tions* which have 
indicated while dealing wi$*| 
the relevant provisions* 

Bill follows the principal 
(adopted since 1967) that 
changes in the rates of 
as also in the other pte¬ 
rions of the tax laws, should 
ordinarily be made operating 
prospectively in relation td 
current incomes and not'.iii 
relation to incomes of thf 
past year. The substance 
the main provisions in "tlj^ 
Bill relating to direct taxhfj 
is explained in the followtDi| 
paragraphs. 

•K 


Income-Tax 


I. Ratos of Income-tax in 
respoct of incomes lia¬ 
ble to tax for the assess¬ 
ment year 1982-83. 

3. In respect of incomes of 
all categories of taxpayers 
(corporate as well as noncor¬ 
porate) liable to tax for the 
assessment year 1982-83, the 
rate of income-tax (including 
surcharge thereon) have been 
specified in Part I of the 
First Schedule to the Bill. 
These rates are the same as 
those laid down in Part 111 
of the First Schedule to the 
Finance Act, 1981 for the 
purposes of computation of 
“advance tax”, deduction of 
tax at source from “Salaries” 
and retirement annuities pay¬ 
able to partners of registered 
firms engaged in specified 
professions and computation 
of tax payable in certain cases 
during the financial year 
1981-82. 

II. Ratos for deduction of 
tax at source during the 
financial year 1982-83 


from incomes othi 
than “Salaries” stM 
retirement annuities. | 

4. The rates for deduction 
of income-tax at source (Urif 
ing the financial year 198$-$ 
from incomes, other 
“Salaries” and retirement ggf 
nuities payable to partners p 
registered firms engaged ‘8 
specified professions, hav 
been specified in Part II & 
the First Schedule to the Bill 
These rates apply to incosey 
by way of interest on secUtj 
ties, other categories of intf^ 
est, dividends,insurance cotd 
mission, winnings from lotb| 
ries and crossword puzzle* 
income by way of winniiiijj 
from horse races and othiSj 
categories of non-salary n| 
come of non-residents. T& 
rates for deduction of tax j 
source laid down in the Bill! 
respect of the categories © 
income which are already $8 
able to such deduction, an 
the same as those prescribed* 
fo this purpose in Part II of A 
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| First Schedule to the Finance 
[Act, 981. 

t 5. In ease of interest on 
•{other securities fact being 
| interest on a tax-free security) 
or dividends payable to resi¬ 
dent taxpayers (other than 
companies) during the finan¬ 
cial year 1981-82, income- 
tax will be deductible at the 
fate of 22 per cent made up 
| of basic income-mx of 20 per 
,:cent and surcharge of ? per 
> cent as hitherto. The rates for 
| deduction of tax at source 
j laid down in the Bill in rcs- 
j pect of the categories of in¬ 
come which are liable to such 
£ deduction in the case of do- 
i mestic companies and fore¬ 
ign companies are the same 
as those prescribed for this 
i purpose in Part II of the First 
-Schedule to the Finance Act, 
1981. 

't 

III. Rates for deduction of 
tax at source from 
'’Salaries", computa¬ 
tion of “advance tax" 
and changing of income 
tax in special cases 

y. 

' V 1 


during tha financial year 

1982-83. 

6. The rate of deduction of 
tax at source from “Salaries’’ 
in the case of individuals 
during the financial year 1982- 
83, and also for computation 
of “advance tax” payable 
during that year in the case of 
a!* categories of taxpayers 
have been specified in Part 111 
of the First Schedule to the 
Bill. These rates are also 
applicable for deduction of tax 
at source during the financial 
year 1982-83 from retirement 
annuities payable to partners 
of registered firms engaged in 
certain professions (such as. 
Chartered Accountants, Soli¬ 
citors, Lawyers, etc.> and 
for charging income-tax dur¬ 
ing the financial year 1982-83 
on current incomes in cases 
where accelerated assess¬ 
ments have to be made, for 
example, provisional assess¬ 
ment of shipping profits aris¬ 
ing in India to non-residents, 
assessments of persons leav¬ 
ing India for good during 


the financial year 1982-83, 
assessments of persons who 
are likely to transfer property 
to avoid tax. These rates dif¬ 
fer from the rates specified 
in Part I of the First Schedule 
for the assessment of incomes 
liable to tax for the assess¬ 
ment year 1982-83 as ex¬ 
plained in the following para¬ 
graphs. 

Individuals, Hindu undivided 
families, unregistered firms, 
etc. 

7. Modification in the rales 
of income-tax .—The exemp¬ 
tion limit for income-tex in 
the case of individuals, Hindu 
undivided families (other than 
those with one or more mem¬ 
bers having separate income 
exceeding the exemption limit), 
unregistered firms, associa¬ 
tions of persons, etc., is Rs 
15,000. At present, the rates 
of income-tax applicable to 
these categories of non-cor¬ 
porate taxpayers are Rs 
15,001 to Rs 25,00, 30 per 
cent; Rs 25001 to Rs 30,00, 


34 per cent; fe$ 30,001 to 
Rs 50,00tf, 40 per cent; Jts 
50,001 to Rs 70,000, 50 per 
cent; Rs 70,001 to Rs 1 lakh, 
55 per cent; and on income 4 ; 
exceeding Rs 1 lakh, 60 per 
cent. It is proposed to modify 
the rates applicable in the 
slabs of incomes exceeding 
Rs 50,000. The proposed rates 
of income-tax applicable tp 
the new income slabs arej^-s 
50,001 to Rs 60,000, 50 per 
cent, as at present; Rs 60,001 
to Rs 70,000, 52.5 per cent, as 
against 50 per cent at pre- 
cent; Rs 70,001 to Rs 85,000, 
55 per cent; Rs 85.001 to Rs 1 
lakh, 57.5 per cent asaganst 55 
per cent at persent. There is no 
change in the maximum mar¬ 
ginal rate of income-tax of 
60 per cent applicable to 
total incomes exceeding Rs 1 
lakh. 

The rate of surcharge in the 
case of all categories of tax¬ 
payers has been retained at 
10 per cent of income-tax. 

The Table below shows at 
selected levels of income of 
an individual, the compara- 


The decision. 

is unanimous. 
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tive o$ tax (ificlud- 
ing surcharge) at— 

(a) the rates applicable dur¬ 
ing the financial year 1981- 
82 for the purposes of com¬ 
putation of “advance tax” 
and deduction of tax at source 
at source from “Salaries” 
(which are being made appli¬ 
cable to incomes assessable 
for the assessment year 1982- 
83); 

(b) the rates proposed in 
the Bill for computation of 
“advance tax” and deduction 
of tax at source from “Sala¬ 
ries” during the financial year 
1982-83:- 

{ 8. The rate schedule in the 
case of Hindu undivided 
families having one or more 
members with independent in¬ 
come exceeding the exemp¬ 
tion limit remains unchanged. 

Cooperative societies, regis¬ 
tered firms, local authorities 
and companies 

, 9. In the case of coopera¬ 
tive societies, registered lirms, 
local authorities and com¬ 
panies, the rates of income- 
tax as also surcharge thereon, 
have respectively been speci¬ 
fied in Paragraph B, Para¬ 
graph C, Paragraph D and 
Paragraph E of Part 111 of 
the First Schedule to the 
Bill. These rates are the same 
as those specified in the cor¬ 
responding Paragraphs of 
^ Part i of the First Schedule. 

IV. Partially integrated 
taxation of non-agricul- 
tural incoma with in* 
come derived from 
agriculture* 

10, As in the past, the 
Finance Bill provides that 
in the case *of individuals, 
Hindu undivided families, 
unregistered firms or other 
associations of persons or. 
bodies of individuals and 
artificial juridical persons, 
the net agricultural income 
will be taken into account for 
computation of “advance tax” 
and charging of income-tax 
on ce^tajp incdft.es in cases 
wheje accelerated ^assessments 
are required to *b£ made dur¬ 
ing the financial year 1982- 
83. These provisions are the 
same as in the earlier years. 

S Clause 2 qpd fhe £irst. Schfe- 

&*/'**'\ - 


Measures far providing in¬ 
centives for savingsjtnd invest¬ 
ment 

Exemption from income-tax 
in respect of interest on new 
Capital Investment Bonds 

11. Under the existing pro¬ 
visions, income from jnte- 
rest on notified Government 
securities qualifies for exemp¬ 
tion from income-tax to the 
extent of the maximum am¬ 
ount of the permitted invest¬ 
ment therein. Under this pro¬ 
vision, interest on 7-Year 
National Savings Certificates 
(II Issue & III Issue) carry¬ 
ing interest of 6.5 per cent 
(compound) and 6 per cent 
respectively qualifies for ex¬ 
emption from income-tax up- 
to a maximum permitted in¬ 
vestment in these certificates 
of Rs 75,000 for an individual 
and upto a maximum amount 
of Rs 150,000 in joint names. 
Interest on other Govern¬ 
ment securities and savings 
certificates qualifies for cxem- 
tion from income-tax upto 
Rs 3,000, along with income 
from other specified finan¬ 
cial assets. 

12. With a view to providing 
a stimulus for increased sav¬ 
ings by taxpayers, it is pro¬ 
posed to issue a new series of 
Bonds, known as, the Capital 
Investment Bonds. The 
Capital Investment Bonds 
will have a maturity period of 
10 years and will carry simple 
interest at the rate of 7 per 
cent per annum payable an¬ 
nually. It is proposed to ex¬ 
empt the interest on the Capi¬ 
tal Investment Bonds from 
Income-tax without any ceil¬ 
ing limit. Accordingly, the 
interest on the Capital In¬ 
vestment Bonds will not be 
includible in computing the 
total income of the taxpayer. 

13. The proposed amendment 
will take effect from April 1, 
1983 and will accordingly, 
apply in relation to the as¬ 
sessment year 1983-84 and- 
subsequent years. 

[Clause 4(d)] 

.Deduction in respect of 
income from specified finan¬ 
cial assets. 

M. Under the existing pro¬ 
vision^ of the Income-tax Act, 
income derived by a taxpayer 
being an individual, a Hindu 




individed family, or an 
association of persons or a 
body of individuals consisting 
only of husband and wife 
governed by the system of 
community of property in 
force in the Union territories 
of Dadr$ and Nagar Haveli 
and Goa, Daman and Diu 
From investments in specified 
categories of financial assets 
is exempt upto an aggregate 
amount of Rs 3,000 which is 
deducted from the gross total 
income. In addition, under a 
separate provision contained 
in the Unit Trust of India 
Act, 1963, a further deduc¬ 
tion of Rs 2,000 is allowed in 
respect of income received 
on Units. The investments 
covered by this provision are: 
(i) Govermcnt securities; (ii) 
notified debentures; (iii) de¬ 
posits under notified schemes 
of the Central Government; 
(iv) shares in Indian compa¬ 
nies; (v) units in Ihc Unit 
Trust of India; (vi) deposits 
with banking companies, co¬ 
operative banks, land mort¬ 
gage banks and land deve¬ 
lopment banks; (vii) deposits 
with approved financial 
corporatiqns engaged in pro¬ 
viding long-term finance for 
industrial development in 
India or with a public com¬ 
pany registered in India with 
the main object of providing 
long-term finance for cons¬ 
truction or purchase of houses 
in India for residential pur¬ 
poses; (viii) deposits with 
any authority constituted in 
India by or under any law 
enacted either for satisfying 
the need for housing accom¬ 
modation or for planning, 
development or improvement 
of cities, towns and villages, 
or for both; (ix) deposits with 
a cooperative society; and 
(x) shares in any cooperative 
society. 

15. With aview to stimulat¬ 
ing larger savings and invest¬ 
ment in the specified assets, it 
is proposed to raise the afore¬ 
said monetary ceiling of 
Rs 3,000 to Rs 4,000. 

16. This amendment will 
take effect from April 1, 1983 
and will, accordingly, apply 
in relation to the assessment 
year 1983-84 and subsequent 
years. 

[Clause 19] 
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deduction in respect of long-! 
term savings in spefkied; 
media 

17. Under the existing pro- 1 
visions of the income-tax Act, 1 
lax relief is allowed in res-i 
pect of long-term savings! 
effected by certain categories! 
of taxpayers out of their in-! 
come chaigeablc to tax. Ini 
the case of an individual! 
long-term savings through] 
life insurance or deferred a*H 
nuity policies (without cash; 
option) on the life of the indi-j 
vidual, his spouse or child;! 
certain provident funds and! 
superannuation funds; Unit*! 
linked Insurance Plan and 
10-Year and 15-Year Cumu¬ 
lative Time Deposit Accounts 
qualify for tax relief. In the 
case of Hindu undivided famt* 
lies, long-term savings ef¬ 
fected through insurance 
policies on the life of any 
member of the family qualify 
for tax relief. In the case of 
a taxpayer being an associa* 
lion of persons or a body of 
individuals, consisting only 
of husband and wife governed 
by the system of community 
of property in force in the 
Union Territories of Dadfa 
and Nagar Haveli and Goa* 
Daman and Diu, long-term 
savings through life insurance 
or deferred annuity policies 
(without cash option) on the 
life of any member of such 
association or body or on the 
life of any child of either 
member, as also through th$ 
public provident fund. Unit- 
linked insurance Plan, J0- 
Year and 15-Year Cumul*- 
tive Time Deposit Accounts 
qualify for tax relief. 

18, The tax relief, in all 
cases, is allowed by deduct-* 
ing, in the computation of the 
taxable income of the tax- 
payer, the whole of the first 
Rs 5,000' of the qualifying 
savings plus 50 per cent, of 
the next Rs 5,000 plus 40 
per cent of the balance of 
such savings. Long-term sav¬ 
ings qualify for the tax relief 
only to the extent that 
savings do not exceed the ceijj 
ing limits laid down in this 
behalf: In the case of indivi¬ 
duals, Hindu undivided fami^ 
lies and specified associations 
of persons, the ceiling limit 
applicable is 30 per cent of 
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■ftfi j p Free Trade Zone 
FA 111= invited you 

A veritable paradise for export oriented industries, 
it is also the only multi-product zone in the country. 

Do you know that a number of investors from all 
corners of the world as well as multi-nationals and 
renowned Industrial Houses of India have been 
attracted by it ? Why ? 


KAFTZ offers an alluring 
package of incentives and 
industrial infrastructures like: 

Duty free import of all requirements 
without licence formality. 

Loans at very liberal terms. 

Cash subsidy @ 15% of all investments 
in fixed assets. 

Incentives for export oriented industries. 
Fully developed plots and sheds at 
reasonable rates. 

Assured power supply—No power cuts. 
Housing for industrial workers being 
taken up by the Government of Gujarat. 


Please visit Kandla 
and see it 
all for yourself 


To make your export venture 
profitable KAFTZ also offers: 

Income tax concessions to the extent 
of 20% of the profits for 10 years. 


Foreign exchange facility including 
blanket sanction for business visits 
abroad. 

■No Central Excise on finished products 
or specified raw materials. 

No import duties on goods imported for 
export processing including packaging. 
Import of raw-materials from domestic 
tariff area without levies. 

Sale of products in the Indian domestic 
market against valid licences. 

Transport subsidy equal to 2% of the 
f.o.b. value on exports. Purchases from 
Gujarat State are exempt from 
SalesTax. 

Central Sales Tax paid in other States is 
reimbursed in full. 

No Municipal or Octroi levies. 

Goods banned in the rest Of the country 
can be imported with a few exceptions. 
Manufactures can be exported without 
restrictions on payment of duty. ^ 
Scrap can be disposed of in the 
domestic tariff area after 
payment of duty. jmrjP ,4 









the tifbss tot&t inutile ftp 
Rs 30,000, whichever is less. 
A higher ceiling limit is laid 
down in the case of authors, 
playwrights, artists, ‘ musi¬ 
cians, actors, sportsmen and 
athletes. The ceiling limit in 
their cases is 40 per cent 
of the professional income of 
the author, playright, artist, 
musician, actor, sportsman 
and athlete plus 30 per cent 
of the remaining part of 
the “gross total income" or 
Rs 50,000, whichever is less. 

19. With a view to providing 
further incentive for effecting 
long-term savings, it is pro¬ 
posed to make the following 
modifications in the relevant 
provisions: 

fi) The quantum of deduc¬ 
tion in respect of long-term 
savings is being increased to 
allow deduction of the whole 
of the first Rs 6,000 of the 
qualifying savings as against 
Rs 5,000 at present. The se¬ 
cond slab of deduction will be 
from Rs 6 001 to Rs 12,000 
as against the existing slab 
of Rs 5 001 to Rs 10,000 and 
the quantum of deduction in 


respect of the revised slab will 
be, as at present, 50 per cent. 
The qualifying savings in ex¬ 
cess of Rs 12,000 will qualify 
for deduction at 40 per cent 
as at present. 

(ii) The monetary limit of 
the savings qualifying for the 
deduction is being increased 
to Rs 40,000 as against the 
existing limit of Rs 30,000 in 
the case of the generality of 
taxpayers. In the case of 
authors, playwrights, artists, 
musicians, actors, sportsmen 
and athletes, the monetary limit 
is being increased to Rs 60,000 
as against the existing limit 
of Rs 50,000. The Income-tax 
Rules are being amended to 
secure this objective. 

(iii) Apart from life insu¬ 
rance, certain provident funds 
and superannuation funds, 
Unit-linked Insurance Plan 
and Cumulative Time Depo¬ 
sits, it is proposed to provide 
an additional savings medi¬ 
um. The Central Government 
will be empowered to notify 
in the official gazette certain 
Government securities, the 
subscription to which will alsc 


qualify for deduction at the 
specified rates along with 
other long-term savings. The 
investments in such notified 
securities will qualify for the 
deduction in the case of the 
categories of taxpayers who 
are at present entitled to the 
tax concession under this pro¬ 
vision. 

.21. Under the existing provi¬ 
sions, payments of life insu¬ 
rance premia qualify fol¬ 
ded uction irrespective of the 
time for which the policy is 
maintained. It is observed 
that a large number of policies 
are terminated in a year or 
two of commencement after 
deduction of premia is allow¬ 
ed in respect of these poli¬ 
cies. With a view to discourag¬ 
ing this trend, it is proposed 
to provide that where a tax¬ 
payer discontinues a policy 
of life insurance before pre¬ 
miums for two years have 
been paid, no deduction will 
be allowed in respect of any 
premium paid in the year in 
which the policy is termina¬ 
ted. Further, the amount of 
deduction allowed in respect 


of the premium paid in the j 
year preceding that year will \ 
be deemed to be the income { 
of the taxpayer of the year in ; 
which the policy is termina-: 
ted. | 

21. The changes indicated in \ 
the preceding paragraphs will j 
take effect from April 
1<>83 and will, accordingly,! 
upply in relation to the as* [ 
sessment year 1983-84 andti 
subsequent years. 

(Clause 13) 

Deduction in respect of invest¬ 
ment in equity shares of Hew 
industrial companies and public 
housing finance companies. 

22. Under the exist ingprovi? 
sions, individuals, Hindu un* 
divided families and asso^ 
ciaiions of persons or bodies 
of individuals consisting only 
of husband and wife govern¬ 
ed by the system of com* 
niunily of property in fotpc 
in the Union Territories oi 
Dadra, Nagar Have I i anc 
Goa, Daman and Diu whe 
acquire any equity shares 
forming part of an eligibly 
issue of capital of new indtf# 


* 
S 
% 
§ 
% 
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SAKTHI SUGARS LIMITED 

PACE SETTER FOR R0RAL PROSPERITY 


Relentless efforts are taken to harvest sunlight energy which is available in plenty through sugarcane 
crop and to convert them into other useful products, viz. sugar and alcohol for the economic well-being 
of the millions. 

Creative measures taken to educate the farmers to adopt innovative technology for cultivation of 
sugarcane have resulted in improvement of yield to 45 tonnes from 28 tonnes enabling the farmers 
to earn an additional income of about Rs. 3,000 per acre. 

Distribution of rupees ten crores and above as sugarcane price annually to about ten thousand sugarcane 
farmers, a bulk of whom are marginal and small farmers, generates rural employment for over twenty 
thousand families in the agricultural sector while stimulating additional employment for abont twenty 
thousand families in the tertiary sector. 


Registered Office : 

73-A, Race Course Road, 
Coimbatore 641 018. 
Phone : 25551 - 5 
Telex : 0855*333 


Factory : 

Sakthinagar 638 315 

Periyar District 

Phone : 41, 42, 43 & 44 
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mahindra 

now brings you 
the Peugeot XDP 4.90- 
a diesel engine 
of advanced design 


tflahlndns meets the challenge of 
the oil crisis, with a superb new, 
lightweight high performance 
diesel engme-the PEUGEOT XDP 
4.90 with greater fuel efficiency 

This world famous engine is now 
being assembled at the 
Mahindra plant 

The PEUGEOT XDP4 90 
will be fitted initially on the 
VYlwhindra NC 665 DP Mini Truck, 

Pick-up Van and Ambulance 



By far the most vital factor is the 
greater fuel efficiency of this lightweight,' 
nigh performance engine 


Engine Specifications . 


No of Cylinders 
Bore mm 
Stroke mm 
Bore Stroke ratio 
Displacement cc 
Compression Ratio 
RPM (max) 

Max B H P 
Max Torque Kg m 


Weight Kg 


4 
90 
83 
1 08 
2112 
22 4 1 
4500 
75 
133 

«r 2000^p^m. 



The Mahindra IMC 665 DP 
Mini Truck fitted with 
Peugeot XDP 4 90 diesel engine 


mm# 
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' trial companies bt public 
I housing finance companies 
I are entitled to a deduction, in 
' the computation of their tax¬ 
able income, of an amount 
equal to 50 per cent 9 f the 
cost of such shares, subject to 
a maximum amount of in- 
vestmen of Rs 10,000. With 
a view to stimulating invest¬ 
ment in equtity shares of 
such companies, it is pro¬ 
posed to raise the maximum 
amount of investment quali¬ 
fying for deduction under 
this provision from Rs 10,000 
to Rs 20,000. 

The proposed amendment 
will take effect from April 1, 
1983 and will, accordingly, 
apply in relation to the as¬ 
sessment year 1983-84 and 
subsequent years. 

[Clause 14] 

Raising of the standard deduc¬ 
tion admissible in the case of 
salaried taxpayers. 

23. Under the existing pro¬ 
visions of the Income-tax 
Act, salaried taxpayers are 
entitled to a standard deduc¬ 
tion in the computation of 
the taxable salary. The stan¬ 
dard deduction is allowed in 
an amount equal to 20 per 
cent of the salary subject to 
a ceiling limit of Rs 5,000. 
With a view to providing re- 
^ lief to taxpayers having salary 
income below Rs 25,000, 
the Bill proposes to raise the 
rate of standard deduction to 
25 per cent, of thes alary, 
subject to the existing ceiling 
limit of Rs 5,000. 

24. The proposed amendment 
will take effect from April 1, 
1983 and will accordingly, ap¬ 
ply in relation to the assess¬ 
ment year 1983-84 and sub¬ 
sequent years. 


[Clause 6] 

Exemption of amount receiv¬ 
ed by way of encashment of 
unutilised earned leave by 
retiring employees. 

25, Under the existing pro¬ 
visions of the Income-tax Act, 
any amount received on retire¬ 
ment from service by way 
of cash equivalent of unuti¬ 
lised earned leave is charge¬ 
able to income-tax under the 
hq&4 “Salaries”. With a view 


to avoiding hardship to retir¬ 
ing employees, it is proposed 
to exempt such payments 
from income-tax in the case 
of employees of the Central 
Government ora State Govern¬ 
ment. In the case of other em¬ 
ployees. the exemption will be 
determined with reference lo 
the leave to his credit at the 
time of retirement, subject to 
a maximum of six months 
leave. The exemption will be 
limited to the amout payable 
for such unutilised leave on 
the basis of the “average 
salary” of the employee or 
Rs 25,500, whichever is less. 
For this purpose, the entitle¬ 
ment to leave shall not ex¬ 
ceed 30 days for every year of 
service and “average salary” 
shall be determined on the 
basis of the salary drawn for 
the ten immediately preced¬ 
ing months. In relation to 
non-Government employees, 
the Central Government is 
being empowered, by noti¬ 
fication in the Official Gazette 
to raise the aforesaid mone¬ 
tary ceiling, keeping in view 
the maximum amount which 
will qualify for exemption in 
the case of Government ser¬ 
vants. 

26. Where the cash equiva¬ 
lent of unutilised earned leave 
is received by an employee 
from two or more employers 
in the same year, the maxi¬ 
mum amount exempt from 
tax will not exceed Rs 25,500. 
In cases where an employee 
who has received any 
cash equivalent of unutilised 
earned leave in any earlier 
year from his former em¬ 
ployer or employers receives 
cash equivalent of unuti¬ 
lised earrned leave from his 
present employer in a later 
year, the ceiling limit speci¬ 
fied above will be reduced 
by the amount of cash equi¬ 
valent of unutilised earned 
leave which has been exemp¬ 
ted in any earlier year or 
years. 

27. This amendment will 
take' effect from 1st April, 
1982 and will accordingly 
apply in relation to the assess¬ 
ment year 1982-83 and sub¬ 
sequent years. 

[Clause 4(c)] 


of non-residents from speci¬ 
fied savings certificates 

28. With a view to encou¬ 
raging the flow of foreign 
exchange remittances into 
India, the Bill seeks to pro 
Vide exemption from in¬ 
come-tax in the case of non¬ 
resident Indian citizens and 
foreign nationals of Indian 
origin, in respect of income 
by way of interest on speci¬ 
fied savings certificates subs¬ 
cribed to in foreign currency 
in accordance with the For¬ 
eign Exchange Regulation 
Act, 1973 and any rules made 
thereunder. The exemption 
will be available only to the 
original subscriber of the 
savings certificates. 

29. This amendment will 
take effect from 1st April, 1983 
and will, accordingly, apply 
in relation to the assessment 
year 1983-84 and subsequent 
years. 

[Clausc4 (b)] 

Exemption from income-tax 
of interest accruing on credit 
balances in a Non-resident 
(External) Account. 

30. Under the existing pro- 


WE SERVE 


visions of t he Income-tax Act,; 
in the case of a non-resident,' 
any income from interest 
on moneys standing to his; 
credit in a Non-resident <Bx-; 
ternal) Account in any bank! 
in India in accordance witfr 
the Foreign Exchange Regu-j 
lation Act, and the rules made; 
thereunder is not included i#j 
computing his total income.) 
At present, the benefit pti 
this exemption is available! 
to a “non-resident” as define# 
in the Income-tax Act. How¬ 
ever. under the Forcigj^ 
Exchange Regulation Act, 
“person resident outbid* 
India” can open a N0$£ 
resident (External) Account 
However, if he does 
satisfy the test of being 
non-resident under t||P* 
Income-tax Act, he does 
qualify for this exemption* 

31. With a view to removi* 
this anomaly, it is pro' 
to provide that excmptioj 
from income-tax in resp 
of interest on Non-reskL™, 
(External) Accounts shallIg 
available in the case of | 
“person resident outs|dj 
India* 1 as defined in sectj<j| 


Promoting industrial 
development. 

Syndicate Bank is playing 
an important role in the 
promotion of industrial 
development by financing 
new industries, Expansion 
and Diversification Programme 
of existing Industries for 
higher industrial production. 

SYNDICATE BANK 


Exemption of interest income 


Q Whore Service is a Way of Life 

6 (Wholly owned by Govt, of India) 

$ Head Office: MANIPAL 576 119, Karnataka State 




NUMBER 


7Q9 


MARCH 19, J9$2p 




2(q) of the Foreign Exchange 
Regulation Act. 

32. This amendment will 
take elTect from 1st April, 1982 
and will accordingly apply 
in relation to the assessment 
year 1982-83 and subsequent 
years. 

[Clause 4(a)] 

Relaxation of tests of “resi¬ 
dence” in India. 

33. Under the existing pro- 
| visions, an individual is said 
| to be “resident” in India in 
| any year, if— 

| (a) he is in India in that 

if year for a period or periods 
$ amounting in all to 182 days 
If or more; or 

% (b) he maintains or causes 

\ to be maintained for him a 
f dwelling place in India for a 
i| period or periods amount- 
? ing in all to 182 days or more 
I in that year and has been in 
§ India for 30 days or more 


I in that year; or 
| (c) having within the 

$ four years preceding that 
fyyear been in India for a 
A period or periods amounting 
J in all to 365 days or more, 

| is in India for a period or 
periods amounting in all to 
60 days or more in that year. 
| 34. In the case of an Indian 

$ citizen who is rendering scr- 
S vice outside India, and who 
Sis on leave or vacation in 
p India, the period of 30 days 
Band 60 days referred to in 
j§;(b) and (c) above is taken as 
% 90 days. 

•ft 35. With a view to avoiding 
hardship in the case of Indian 
citizens who are employed or 
^engaged in other avocations 
outside India, the Bill seeks 
$ to make the following modi- 
> fications in the tests of “resi¬ 
dence” in India; 

I (i) It is proposed to omit 
if.the provision relating to 
51 maintenance of dwelling 
p place coupled with stay in 
India of 30 days or more, 
preferred to in (b) above; 

(ii) In the case of Indian 
:citizens who come on a visit 

Jbto India* the period of “60 
IP days or more” referred to in 
^(c) above is proposed to 
■ be raised to “90 days or 
! more”; 

(iii) It is proposed to pr-o 
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vide that where an indivi¬ 
dual who is a citizen of India 
leaves India in any year for 
the purposes of employment 
outside India, he will not be 
treated as resident in India in 
that year unless he has been 
in India in that year for 182 
days or more. The effect of 
this amendment will be that 
the “test” of residence in (c) 
above will stand modified to 
this extent in such cases. 

36. The proposed amend¬ 
ments will take effect from 
1st April, 1983 and will, ac¬ 
cordingly, apply in relation 
to the assessment year 1983- 
84 and subsequent years. 

[Clause 3] 

Modification of the provi¬ 
sions relating to exemption 
of capital gains on transfei 
of self-occupied house pro¬ 
perty on investment in other 
house property for sclf-occupa- 
tion. 

37. Under the existing pro¬ 
visions, capital gains arising 
on the transfer of a house 
property which in the two 
years immediately preceding 
the dale of its transfer was 
used by the taxpayer or a 
parent of his for self-residence 
is exempted from income-tax 
if the taxpayer, within a pe¬ 
riod of one year before or 
after that date, purchases or 
within a period of two years 
after the date of such trans¬ 
fer constructs a house pro¬ 
perty for the purpose of his 
own residence. The exemption 
of capital gains is restricted 
to the amount of such capital 
gain utilised for the purchase 
or construction of the new 
house property. Where the 
amount of capital gain is 
greater than the cost of the 
house property so purchased 
or constructed, the balance 
amount of the capital gain if 
charged to tax. If, however, 
the amount of capital gain is 
equal to or less than the cost 
of the house property pur¬ 
chased or constructed, the 
capital gain is completely 
exempted from income-tax. If 
such house property purchased 
or constructed is transferred 
within a period of three years 
of its purchase or construc¬ 
tion, the capital gain on the 
property so transferred is cal¬ 


culated by reducing the cost 
of its acquisition by the 
amount of the capital gain 
exempted from income-tax. 

38. The conditions of self¬ 
occupation of the property by 
the taxpayer or his parent be¬ 
fore its transfer and the pur¬ 
chase or construction of the 
new property to be used for 
the residence of the taxpayer 
for the purpose of exemption 
of capital gains created hard¬ 
ship for taxpayers. This was 
mainly due to the fact of em¬ 
ployment or business of the 
taxpayer at a place different 
from the place where such 
property was situated. 

39. It is proposed to make 
the following modifications 
in this provision : 

(i) The conditions of resi¬ 
dence by the taxpayer or his 
parent in the property which 
was transferred, as also resi¬ 
dence by the taxpayer in the 
new property purchased or 
constructed by him are being 
removed. 

(ii) The period for construc¬ 
tion of a new peoperty is pro¬ 
posed to be raised from two 
years to three years since 
taxpayers sometimes expe¬ 
rience difficulty in comply¬ 
ing with existing time limit 
of two years for the construc¬ 
tion of a house property. 

(iii) It is proposed to clarify 
that this exemption will be 
allowed only in the case of 
individual taxpayers. 

(iv) It is also being provi¬ 
ded that this exemption will 
apply only ir relation to long¬ 
term capital gains, that is 
gains arising from the trans¬ 
fer of a house property which 
had been held by the taxpayer 
for a period exceeding 36 
months. 

40. This amendment will 
take elTect from April I, 1983 
and will, accordingly, apply 
in relation to the assessment 
year 1983-84 and subse¬ 
quent years. 

[Clause 11 and 23(a) & (b).] 

Exemption from tax on 
capital gains in certain cases 
on investment of the conside¬ 
ration in residential house. 

41. Under the existing pro¬ 
visions of the Income-tax 
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Act, any profits and gains 
arising from the transfer of a 
long-term capital asset are 
charged to tax on a concessio¬ 
nal basis. For this purpose, 
a capital asset which is held 
by a taxpayer for a period of 
more than 36 months is trea¬ 
ted as a ‘long-term’ capital 
asset. 

42. With a view to encourag¬ 
ing house construction., it is 
proposed to provide that where 
any capital gain arises from 
the transfer of any “long¬ 
term, capital avsset” (other than 
any building or land appur¬ 
tenant thereto, the income 
from which is chargeable 
under the head “Income from 
House Property”) and the tax \ 
payer purchases within a ' 
year before or after the date 
on which the transfer look 
place or constructs within a 
period of 3 years after the dale 
of transfer a residential house, 
the capital gain arising from 
the transfer will be treated in 
a concessional manner as 
under : 

(i) If the cost of the house 
that has been purchased or 
constructed is not less than 
the net consideration in 
respect of the capital asset 
transferred, the entire capital 
gain arising from the trans¬ 
fer will be exempt from tax. 

(ii) If the cost of the newly 
acquired house is Jess than 
the net consideration in res¬ 
pect of the asset transferred, 
the exemption from long-term 
capitikl* gain will be gran¬ 
ted broportionatcly on the 
basis of investment of net 
consideration either for pur¬ 
chase or construction of the 
residential house. 

This concession will not 
be available in a case where 
the assessee owns on the date 
of the transfer of the original 
asset any residential house, 
or purchases, within the pe¬ 
riod of one year after such 
date, or constructs, within the 
period ;, of three years after 
such date, any other residen¬ 
tial house. Where the assessee 
purchases or constructs any 
other residential house with¬ 
in the period aforesaid, the 
exemption under the pro¬ 
posed provision, if allowed, 
shall stand forfeited. *Net 
consideration’ in respect of 

. r.v:.- 



i 


the transfer of a capital asset 
means the full value of the 
consideration received or ac¬ 
cruing as a result of the trans¬ 
fer of the capital asset after 
deduction of any expenditure 
incurred wholly and exclu¬ 
sively in connection with 
the transfer. 

43. It a taxpayer transfers 
the newsly acquired residential 
house within three years of 
its purchase or construction, 
then the amount of capital 
gain arising from the trans¬ 
fer of the original asset which 
was not charged to tax shall 
be deemed to be the income 
of the year in which the new 
asset is transferred and such 
| income shall be charged to tax 
under the head “Capital gains'” 
relating to long-term capital 
assets. 

The proposed provision 
will become effective from 
April 1, 1983 and will accord¬ 
ingly, apply in relation to the 
assessment year 1983-84 and 
subsequent years. 

[Clauses 12, 23(c) and 32(»] 

Liberalisation of the “tax 


holiday” for newly construc¬ 
ted residential .units and rais¬ 
ing of the nponetary limit of 
deduction in respect of self- 
occupied house property. 

44. At present, income from 
a newsly constructed house 
property is charged to tax on 
a concessional basis. In rela¬ 
tion to a building, the erec¬ 
tion of which is completed 
after March 31, 1978, which 
is let out on rent, the annual 
letting value of the house 
property is reduced by an 
amount upto Rs 2,400 for a 
period of five initial assess¬ 
ment years. With a view to 
encouraging the construc¬ 
tion of houses, particularly 
for persons with relatively 
lower incomes, it is proposed 
to raise the deduction in 
relation to buildings, the erec¬ 
tion of which is completed 
after March 31, 1982 from 
Rs 2,400 to Rs 3,600 for 
live initial assessment years. 

45. The existing provisions 
of the Income-tax Act provide 
for concessional treatment in 
respect of income from self- 
occupied house property. The 


annual value of the self-occu¬ 
pied house is first determined 
in the same manner as if the 
property had ' been let out 
aftd then it is reduced bv one- 
half of the amount so deter¬ 
mined, or Rs 1,800, which¬ 
ever is less. Where, hoW'ever, 
the sum so arrived at exceeds 
10 per cent of the taxpayer's 
total income as computed 
without including the income 
from such property and with¬ 
out making any deduction 
under Chapter VIA of the 
Income-tax Act, the excess 
is disregarded. Where more 
than one house is in the 
occupation of the owner, this 
deduction is available only 
ip respect cf one house which 
may be specified by the tax¬ 
payer. 

46. With a view tc provid¬ 
ing some relief in cases where 
the annual letting value of 
the house docs not exceed 10 
per cent of the other income 
of the taxpayer, the Kill pro¬ 
poses to raise the monetary 
limit of Rs 1,800 to Rs 3,600. 

47. The proposed amend¬ 
ments will take effect from 


April J, 1983 and will, ac-j 
Cordinglv, apply in relation to | 
the assessment year 1983-84| 
and subsequent years. 

[Clause 7] \ 
> 

Deduction in respect of pro- j 
fits and gains from projects j 
outside India—- | 

48 With a view to cncour- j 
agingcontractorsto undertake) 
construction and engineering 
contracts outside India, it i$ 
proposed to provide a tax 
relief on the profits derived 
by them from foreign conr 
tracts. For this purpose, it is 
proposed to insert a new Sec¬ 
tion 80HHB in the Income* 
tax Acl to provide that where 
an Indian company ora non¬ 
corporate taxpayer resident in 
India derives any profits and 
gains from the business of 
execution of a project under 
a contract entered into by> 
him with the Government of a 
foreign State or any statutory 
or other public authority 
or agency in a foreign State 
or with a foreign enterprise* 
he will be entitled to a deduc* 
tion in the computation Of 


„ tomorrow's citizens 
deserve a better todqy 



Children of today are the nation's 
most valuable asset, in whose 
hands the future of India lies. 
They need good quality food in 
adequate quantities, to become 
healthy citizens of tomorrow. 
We, at Union Carbide, help in 
many areas of nation-building. 
Take agriculture. We produce 
pollution-free and high quality 
pesticides to control a 
Wide-range of insect pests and 
weeds, and increase our country's 
food production. 
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cent, of such profits and gains, 
Subject to certain conditions, 
phis concession will also be 
available where the assessee 
undertakes the execution of 
any work in connection with 
any foreign project under¬ 
taken by any other person. 

49. The benefit of this con¬ 
cession will be available in res¬ 
pect of projects for the cons¬ 
truction of any building road, 
dam, bridge or other ptruc- 
lure outside India, the assem¬ 
bly or installation of any 
machinery or plant outside 
Jndia; and the execution of 
such other work outside India 
of whatever nature as may 
toe prescribed by the Board, 
jthe taxpayer will not be eli¬ 
gible for this concession un¬ 
less the consideration for the 
execution of such project or 
work is payable in foreign 
currency. 


50. The deduction under the 
new provision will be admis¬ 
sible subject to the fulfilment 
of the following conditions, 
namely: 

(i) The taxpayer will have 
to maintain separate accounts 
in respect of the profits and 
gains derived from the busi¬ 
ness of the execution of the 
project or work forming part 
of the project. Where the tax¬ 
payer is a non-corporate tax¬ 
payer, other than a coopera¬ 
tive society, the accounts rela¬ 
ting to such project or work 
should be audited by a Char¬ 
tered Accountant The tax¬ 
payer will be required to 
furnish, along with his return 
of income, the report of such 
audit in a form to be pre¬ 
scribed for this purpose which 
will be signed and verified by 
a Chartered Accountant; 

(ii) The taxpayer will be 
required to debit to the profit 
and loss account of the accoun¬ 
ting year in respect of which 
the deduction under ibis pro¬ 
vision is to be allowed and 
credit to a “Foreign Projects 
Reserve Account’' a sum 
equal to 25 per cent of the 

Iprofits and grains from such 
{project or work. The reserve 
will be requited to be utilised 
by the taxpayer during a pe¬ 
riod of five immediately suc¬ 
ceeding assessment years for 



tU purpose of his business 
and not for distribution by 
way of dividends or profits; 

(iii) The taxpayer will be 
required to remit into India 
in foreign exchange an am¬ 
ount equal to 25 per cent of 
such profits and gains within a 
period of six months from the 
end of the relevant accounting 
year. 

51. Where, however, the 
amout credited by ihctaxpayer 
to the Foreign Projects Re¬ 
serve Account or the amount 
actually remitted into India 
by him or either of these 
amounts is less than 25 per 
cent of such profits and gains, 
the deduction under this pro¬ 
vision wall be restricted to the 
amount so credited to the 
Foreign Projects Reserve 
Account, or the amount ac¬ 
tually brought by him into 
India, whichever is less. 

52. If, at any time, before 
the expiry of five years from 
the end of the relevant account 
ing year, the taxpayer utilises 
the amount credited to the 
Foreign Projects Reserve Ac¬ 
count for the purpose of dis¬ 
tribution by way of dividends 
or by way of profits or for 
any other non-business pur¬ 
pose, the deduction which 
has been originally allowed 
to him under this provision 
will be deemed to have been 
wrongly allowed. For this 
purpose, the Income-tax Offi¬ 
cer will be competent to re¬ 
compute the total income of 
the taxpayer for the relevant 
assessment year and with¬ 
draw the tax benefit granted 
to the taxpayer within a pe¬ 
riod of 4 years from the end 
of the accounting year in 
which the Foreign Projects 
Reserve Account is utilised 
by him for any non-business 
purpose. 

53. This amendment will 
take effect from April 1, 1983, 
and will, accordingly, apply 
in relation to the assessment 
year 1983-84 and subsequent 
years. 

[Clauses 18 and 32(ii) & (iii)] 

Tax relief in relation to in¬ 
cremental addition to the 
export turnovers 

54. With a view to encoura¬ 
ging larger exports of ccrtaifti 


goods, it is proposed to pro¬ 
vide tax relief to Indian 
companies and non-corpo¬ 
rate taxpayers resident in 
India whose export turnover 
for a year exceeds the export 
turnover for the immediately 
preceding year by more than 
10 per cent, thereof. The tax 
relief will be calculated at a 
specified rate with reference to 
such excess turnover. For this 
purpose, “export turnover" 
will mean the sale proceeds 
of specified goods or mer¬ 
chandise exported outside 
India but will not include 
freight or insurance attri¬ 
butable to the transport of 
the goods or merchandise 
beyond the customs station 
as defined in the Customs 
Act, 1962. 

55. The benefit of this tax 
concession will be available 
in relation to the assessment 
year 1983-84 and four imme¬ 
diately succeeding assess¬ 
ment years. 

56. The goods or merchan¬ 
dise in relation to which the 
tax concession will be provid¬ 
ed and the rate at which the 
amount of deduction is to be 
calculated will be notified by 
the Central Government in 
the Official Gazette. In 
specifying the goods or 
merchandise, as also the 
destination of their export, 
and the rate at which the 
deduction will be calculated, 
the Central Government will 
have regard to the following 
factors, namely : 

(a) the cost of manufacture 
or production of such goods 
or merchandise and the 
prices of similar goods of 
merchandise in the foreign 
market; 

(b) the need to develop 
foreign markets for such 
goods or merchandise; 

(c) the need to earn foreign 
exchange; and 

(d) any other relevant fac¬ 
tors. 

57. The maximum amount 
of deduction to which the tax¬ 
payer will be entitled under 
this provision will not ex¬ 
ceed 10 per cent of the am¬ 
ount of income-tax other¬ 
wise payable by the tax¬ 
payer on the profits and gains 


froin the exports of such ! 
goods or merchandise out- \ 
side India. Where the total 
income of the taxpayer in- ; 
elude? other income besides ; 
such profits and gains, the ' 
income-tax payable on such ■'! 
profits and gains shall be 
calculated proportionately. ! 
Further, the amount of pro- i 
fils and gains derived from J 
the export of any goods or -j 
merchandise outside India will " j 
be computed in accordance 
w'ith the rules to be prescribed, | 
by the Central Board of ^ 
Direct Taxes. . 

58. This amendment will; ^ 
trke effect from June 1, 1982 
and will, accordingly, apply. 

in relation to the assessment 
year 1983-84 and subsequent 
years. \ri 

[Clause 22) 

Extension of time fixed for | 
availing of higher rate of; ^ 
investment allowance. . % 

' yi 

59. Under the existing prfr.\<i 

visions of the Income-tax Act,'-^j 
investment allowance is gran^j 
ted at the higher rate of 35 
per cent in respect of machi- ^ 
nery and plant installed afteir ^ 
June 30, 1977, but be*^ 
fore April 1, 1982 for the'-$i 
manufacture or production of 
any article or thing which is g 
manufactured or produced/?^ 
by using any technology o| ?| 
other know-how developed;^ 
in, or invented by, a labo- 0 
ratory owned or financed by^ 
the Government or a labo* V; 
ratory owned by a public 
sector company or a recog- 
nised institution or univefl* i 
sity. The proposed amend- 
ment extends this concession y| 
in relation to machinery and 
plant installed upto March ? 
31, 1987 for the manu»^ 
facture or production of such',;* 
articles or things. ;$ 

60. The proposed amend* J 

ment will take effect from, ? 
April 1, 1983 and will, accord*|| 
ingly, apply in relation to the / 
assess-ment year 1983-84 and ^ 
subsequent years. "'Jj 

[Clause 8] t J; 

Inclusion of synthetic rubber 
and rubber chemicals finclud- > 
ing carbon black) and basic 
drugs industries for purposes 
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of concession under section 
80M. - 

61. Under Section 80M of 
the Income-tax Act, full de¬ 
duction is granted in respect 
of income by way of divi¬ 
dends received by a domes¬ 
tic T; company from an Indian 
company formed and regis¬ 
tered under the Companies 
Act, 1956 after 28th February, 
1975 and engaged exclusively 
or almost exclusively in the 
manufacture or production of 
specified articles or things. 

62. With a view to encoura¬ 
ging larger inter-corporte in¬ 
vest ment in the manufacture 
of synthetic rubber and rub¬ 
ber and rubber chemicals 
(including carbon black) and 
basic drugs, the Bill seeks to 
amend Section SOM of the 
Income-tax Act to provide 
that dividends declared by 
Indian companies manufac¬ 
turing synthetic rubber and 
rubber chemicals (including 
carbon balck) and basic 
drugs would also qualify for 
full exemption the hands of 
domestic companies. 

63. This amendment will 


take effect from April 1, 1983 
and will, accordingly, apply 
in relation to the assessment 
year 1983-84 and subsequent 
years. 

[Clause 20] 

Deduction in respect of pay¬ 
ments to associations and 
institutions carrying out pro¬ 
grammes of conservation of 
natural resources and environ¬ 
mental protection. 

64. With a view to encourag¬ 
ing liberal donations to asso¬ 
ciations or institutions engag¬ 
ed in programmes of conserva¬ 
tion of natural resources, the 
Bill seeks to provide that 
paid by a taxpayer carrying 
on business or profession to 
any association or institution, 
which has as its object the 
undertaking of programmes 
of conservation of natural 
resources to be used for such 
programmes will be allow¬ 
ed a deduction in the com¬ 
putation of taxable profits. 
The deduction under this 
provision will not be allowed 
unless the association or ins¬ 
titution, as also the prog¬ 


ramme of con&matioil of 
natural resource for which 
such sums are; paid have 
been approved by the “pres¬ 
cribed authority” to be noti¬ 
fied by the Central feoard of 
Direct Taxes. The prescribed 
authority will not approve an 
association or institution for 
this purpose for more than 
three years at a time. In 
the case of taxpayers who 
do not have income under 
the head “Profits and gains 
of business or profession”, 
similar deduction will be 
allowed under a separate 
provision in respect of con¬ 
tributions made to approved 
associations or institutions to 
undertake approved prog¬ 
rammes of oconscrvation of 
natural resources in the com¬ 
putation of taxable income. 

65. These amendments willi 
take effect from April 1, I $83 
and Will, accordingly, apply 
in relation to the assessment 
year 1983-84 and subsequent 
years. 

[Clauses 9 and 17] 

Deduction in respect of pro¬ 


visions tinrie for bad and 
doubtful debts relating to 
rural brandies Of nun-sche¬ 
duled commercial banks. 

66. Under the existing provi¬ 
sions of the Income-tax Act 
a mere provision for bad and 
doubtful debts is not allowed 
as deduction in computing 
the taxable profits of a busi¬ 
ness cr profession!. In order 
to qualify for deduction, the 
taxpayer has to establish that 
the debt had become “bad’ 
during the accounting year 
Further, the debt must be 
written off in the books of 
account of the taxpayer. 

67. By an amendment made 
by the Finance Act, 1979, a 
deduction is allowed in the 
case of alls chedufcd commer-)? 
cial banks in respect of pro¬ 
visions made by them for 
bad and doubtful debts relat¬ 
ing to advances made by their 
rural branches. The deduc¬ 
tion is limited to 1.5 per cent 
of the aggiegate average ad¬ 
vances made by their rural 
branches. For this purpose, a 
branch situated in a place with 
a population not exceeding 
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branch. The aggregate ave- 
I rage advances for this deduc¬ 
tion are computed in the man¬ 
ner prescribed in the Income- 
tax Rules. 

68. As non-scheduled com¬ 
mercial banks are also enga¬ 
ged in providing rural credit 
and promoting rural banking, 
it is proposed to extend the 
provision relating to deduc¬ 
tion in respect of provision 
made by scheduled commer¬ 
cial banks for bad and doubt¬ 
ful debts relating to advances 
made by their rural branches 
to non-scheduled commercial 
banks as well. 

69. The proposed provision 
will take effect from April 1, 
1983 and will accordingly, 
apply in relation to the as- 

f sessment year 1983-84 and 
subsequent years. 

[Clause 10(a)] 

Modification of the provi¬ 
sions relating to investment 
pattern of charitable or reli¬ 
gious trusts and institutions. 

70. Under the existing pro¬ 
visions of the Income-tax Act, 
charitable or religious trusts 
and institutions are required 
to invest their funds in certain 
forms and modes. Any trust 
or institution which does not 
conform to the prescribed pat¬ 
tern of investment will forfeit 

L exemption from income-tax 
i? from the assessment year 
1982-83. 


‘ direction to form part 
If the corpus, in the form of 
Cash; 

(d) funds other than those 
represented by the corpus re¬ 
ferred to in (a), (b) and (c) 
above. 

72. Funds of the type men¬ 
tioned at (a) and (b) in para 
71 above have been grouped 
into one category and clause 
(b) of Section 13(5) provides 
that they may be invested or 
deposited in any form or 
mode except in equity shares 
of a company which is nei¬ 
ther a Government com¬ 
pany nor a statutory corpo¬ 
ration. In other words, in 
respect of these funds there 
is no restriction regarding 
their investment except that 
they should not be in the 
form of equity shares of a 
company which is neither a 
Government company nor a 
statutory corporation. 

73. The funds of the typem 
entioned at fc) in para 71 
abovefall in another category 
and clause (a) of section 13(5) 
provides the following forms 
and modes for their deposit 
or investment :— 

(a) investment in Govern¬ 
ment savings certifica¬ 
tes; 

(b) deposit in any Post 
Office Savings Bank 
Account; 

(c) deposit in any account 
with any scheduled 


71. At present, the funds of 
chariatable or religious trusts 
or institutions have been divi¬ 
ded into the following four 
types : 

(a) funds represented by 
corpus (including original cor¬ 
pus) of any charitable or reli¬ 
gious' trust or institution 
existing immediately before 
June!, 1973; 

(b) funds represented by 
corpus coming into existence 
on or after June 1, 1973 
and being either the original 
corpus or contributions with a 
specific direction to form part 
of the corpus, but not in the 
form of cash; 

(c) funds represented by 
corpus coming into existence 
on or after June 1, 1973 and 
being either original corpus or 
contributions made with spe- 


bank; 

(d) investment in units 
of the Unit Trust of 
India; 

(e) investment in any 
Central Government or 
State Government secu¬ 
rities; 

(f) investment in deben¬ 
tures of any corpo¬ 
rate body, the principal 
whereof and the inte¬ 
rest whereon are guar¬ 
anteed by the Central 
or a State Government; 
and 

(g) investment or deposit 
in any Government 
company. 

74. The funds of the type 
mentioned at (d) in para 71 
above fall in the third cate¬ 
gory and Clause (c) of Sec¬ 
tion 13(5) provides that they 


ate not invested or deposited 
in conformity with the invest-* 
ment pattern laid down m 
Section 13(5) of the Income-tax 
Act at any time during any! 
previous year commencing on? 
or after April 1, 1981, the 
trust will lose exemption froift] 
income -tax for the assess*-] 
ment year 1982-83 onwards, i 
The proposed amendment! 
seeks to secure that exemption] 
from tax in such cases is not ] 
denied for the assessment ye$r; 
1982-83. . 

78. The aendment will take 
effect from April 1, 1982^ 

Modification of the provision^ 
relating to deduction in respect ; 
of long-term capital gains 
the case of non-corporate tax^ 
payers: 

79. Under the existing 
provisions in the ca$i|: 
of a non-corporate tafl$ 
payer, longterm capita^ 
gains arc exempted from 10 
come-tax upto Rs 5,000. Where; 
the long-term capital gains ex*i 
ceed Rs 5,000 a deduction is* 
given of Rs 5,000 plus 23| 



can be invested or deposited 
only in any of the four forms 
and mode* mentioned at (a) 
to (d) of paragraph 73 above. 

75. Investment in “immov¬ 
able property’* as not one of 
the specified forms of invest¬ 
ment of trust funds referred to 
in paragraphs 73 and 74. With 
a view to enlarging the speci¬ 
fied forms of investment, the 
Bill seeks to provide that in¬ 
vestment in immovable pro¬ 
perty will also constitute an 
approved form or mode of 
investment of funds by all 
categories of charitableor reli¬ 
gious trusts or institutions. 

76. The proposed amend¬ 
ment will take effect from 
April 1, 1982. 

(Clause 5(b)) 

Extension of time limit for 
religious or charitable trusts 
and institutions for comp¬ 
liance with specified investment 
pattern: 

77. Under the existing pro¬ 
visions of the Income-tax Act, 
if funds of a charitable or 
religious trust or institution 
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Economic prosperity is the harbour light 
that beckons us. We iry to reach it by 
developing technological expertise and 
manufacturing skill in every field of 
engineering. 

We design, manufacture and instal plant 
and equipment for every major national 
project covering vital human needs like 
food, chemicals, petrochemicals, fertiliser, 
cement, steel, paper, nuclear, power... 

We have even extended the limits of our 
capabilities to cover space technology in 
order to support the nation's plans to 
establish effective satellite communication 
systems. Right now, we are embarking on 
a totally different activity—cement 
manufacture.* 


Our efforts keep us moving towards a 
definite harbour --economic prosperity 
through technological development. 

All 10,000 of us in the L&TGroup are 
prompted by the same sense of direction. 
And our capabilities Sre enriched by the 
experience and know-how of our 
collaborators—world renowned manufac¬ 
turers in every field of engineering. 



LARSEN &TOUBRO LIMITED 

where technology moves with time 
P.O. Box 278, Bombay 400 038 


1 When a man does not know what harbour 
he is making for, no wind is right —Seneca 





per cent of the long-term 
capital gains relating to build- 
ings or lands or any rights in 
buildings or lands as re¬ 
duced by Rs 5,000. The de¬ 
duction in respect of other 
long-term capital gains is 
given in an amount equal to 
Rs 5,000 plus 40 per cent of 
the long-term capital gainsi 
exceeding Rs 5,000. 

! 80. It is proposed to modify 

the provisions relating to de¬ 
duction in respect of long¬ 
term capital gains in the case 
of non-corporate taxpayers 
in the following manner, 
namely ; 

( i) In respect of long-term 
capital gains relating to all 
jtapttal assets, a deduction 
fof first Rs 5,000 will be given 
as at present. Thereafter, the 
deduction will be based on 
the number of years for which 
the relevant long-term capi¬ 
tal asset has been held by the 
taxpayer. For this purpose, a 
two-fold classification has 
been made as at present and 
the rate of deduction is pro¬ 
vided as under : 


(ii) Where the long-term 
capital gains relate to gold, 
bullion or jewellery, the maxi¬ 
mum deduction admissible 
will be restricted to Rs 50,000; 

(iii) Where the taxpayer has 
long-term capital gains relat¬ 
ing to buildings or lands or 
rights in buildings or land as 
also to other capital assets, the 
initial deduction of Rs 5,000 
will be given Jjfirst in repect of 



long-term capital Vgains relat¬ 
ing to buildings or lands and 
if the amount of such capital 
gains is less than Rs 5,000 
the balance will be adjusted 
against long-term capital 
gains relating to gold, bul¬ 
lion or jewellery and the 
balance, if any, against the 
long-term capital gains relat- 
ingto any other capital assets. 

81* This amendment will 
take effect from April 1, 1983 
and will, accordingly, apply 
in relation to the assessment 
year 1983-84 and subsequent 
years. 

[Clauses 21 and 31] 

Deduction in respect of pro¬ 
fits transferred to special re¬ 
serves in the case of scheduled 
banks having operations ab¬ 
road. 

82. Under the existing provi¬ 
sions, approved financial cor¬ 
porations engaged in provid¬ 
ing long-term finance for 
i ndustriai or agricultural deve¬ 
lopment in India and approv¬ 
ed public housing finance 
companiss sre entitled to a 
deduction, in the computa¬ 


25% 

40% 

28% 

45% 

33% 

50% 


tion of the taxable profits, 
in respect of the amount 
transferred by them out of 
such profits to a special re¬ 
serve account, upto 40 per 
cent of their taxable income. 
In view of the important role 
being played by scheduled 
commercial banks in expand¬ 
ing the banking operations 
outside India, it is proposed 
to provide a similar tax con* 
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cession to scheduled banks, 
other than foreign banks, 
which are engaged in bank¬ 
ing operations outside India. 
The deduction will be gran¬ 
ted upto 40 per cent of their 
total income computed be¬ 
fore making any deduction 
under Chapter VlA carried 
by them to such reserve ac¬ 
count. However, this conces¬ 
sion will be available only 
where such scheduled bank 
is approved by the Central 
Government for the purposes 
of this clause, taking into 
account its capital structure, 
the extend of its operations 
outside India, its need for 
resources for operations out¬ 
side India and other relevant 
factors. 

83. The proposed amendment 
will take effect from 1st April, 
1983 and will, accordingly, 
apply in relation to assess¬ 
ment year 1983-84 and sub¬ 
sequent years. 

[Clause 10fb)] 

Relaxation of provisions re¬ 
lating to deduction of tax 
on payment of interest on 
securities, dividends and inte¬ 
rest other than interest on 
securities. 

84. Under the provisions of 
the Income-tax Act, income- 
tax is deductible at source on 
payment of any income char¬ 
geable under the head “Inte¬ 
rest on securities”. The In¬ 
come-tax Act also provides 
for deduction of income-tax 
at source on income by way 
of dividends paid by an 
Indian company or a company 
which has made the prescribed 
arrangements for the declara¬ 
tion and payment of dividendt* 
within India. The Income-tax 
Act also provides that any 
person who is responsible for 
paying to a resident any in¬ 
come by way of interest other 
than interest chargeable 
under the head “Interest on 
Securities” shall at the time 
of credit of such income to 
the account of the payee or 
at the time of payment deduct 
income-tax thereon. 

85. The requirement of de¬ 
duction at source from such 
incomes is dispensed with in 
certain circumstances, sub- 
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jeet to the fulfilment of the | 
conditions laid down in the 
law in this behalf. With a view i 
to enabling persons with in- j 
come below the taxable limit ; 
to receive these categories of j 
income without deduction of * 
tax at source, the Bill seeks 
to insert a new section to j 
provide that a person who is \ 
resident in India, may receive ] 
the same without deduction ! 
of income-tax, on his fur- i 
nishing a declaration in writ- : 
mg fin duplicate) in the pres- ? 
cribed form and verified in j 
the prescribed manner, to j 
the person responsible for j 
making the payment. The I 
declaration will have to be j 
to the effect that the estimated 
total income of the declarant ' 
of the previous year in which 
such interest on securities, 1 
dividends or interest other t 
than interest on securities was ! 
received, will be less than the 
minimum liable to income-tax- * 
On receipt of this declaration, s 
the person responsible for 
making the payment will be 
required to deliver or cause to : 
be delivered to the Commis¬ 
sioner of Income-tax exer¬ 
cising jurisdiction over him, 
one copy of the declaration on 
or before the 7th day of the 
month following the month 
in which the declaration is 
furnished, it is also proposed 
to provide that in a case : 
where the person responsible , 
for making payment, fails to , 
deliver or cause to be deli- 1 
vered the said declaration to 
the Commissioner of Income- 
tax in due time, a penalty of 
up to ten rupees will be levi- s 
able for every day for which 
the default continues. The Bill 
also provides that income- 
tax will not be deducted at 
source from interest paid on .X 
such securities of the Central ' 
Government or any State 
Government, to such class 
of persons, and subject to 
such conditions, as the Cen-' 
tral Government may, by 
notification in the Official 
Gazette, specify in this behalf* 

86. The amendment will 
take effect from 1st JunT, ; 
1982 

[Clauses 24, 26 and 29 J \ 

Raising of monetary limit 
for payments to contractors 

MARCH 19 , 1982 ^ 


Period of holding of Rate of deduction in Rate of deduction 
the capital assets respect of long-term of long-term capi- 
capital gains relating tal gains relating 
to buildings or lands to other capital 
or any rights therein assets. 


Not less than 3 years 
f but not exceeding 
5 years 

Not less than 5 years 
but not exceeding 
10 years 

Not less than 10 years 
but not exceeding 
15 years 

Not less than 15 years 
but not exceeding 
20 years 
Over 20 years 


37% 55% 

40% 60% 





! Without deduction ojf tux it 
source. 

87. Under the existing pro¬ 
visions, income-tax is deduc¬ 
tible at source from income 
comprised in payments made 
$ by the Central Government 
|| or any State Government, 
&local authorities, statutory 
corporations and companies 
gf to contractors engaged for 
carrying out any work or for 
>| supplying labour for carry- 
% ing out such work. Income- 
tax is deductible at the rate 
| of two per cent on such pay- 
meets. Similarly, income¬ 
-tax is deductible from pay- 
i jnents made by contractors, 
;■}■ other than individuals or 
J Hindu undivided families, to 
I! sub-contractors at the rate of 
'} one per cent, of the payment. 
\l No deduction is, however, 
required to be made if the 
■f - consideration for the contract 
; ? or the sub-contract docs not 
exceed Rs 5,000. This limit 
H was fixed in 1972. In view of 
the increase in cost of matc- 
;v rials and labour, the Bill pro- 
;| ; poses to enhance the monetary 
limit for making payments to 
contractrs without deduction 
\\ of tax at source from 
5,000 to Rs 10,000. 

\ If 

88. The proposed amend- 
? ment will take effect from 
June 1, 982. 

' S [Clause 25] 

| ft 

* Donations to National Child- 
; \ ren*s Fund to be put on par 
with donations to other funds 
vfof national character. 

:’,y 89. Under the existing pro- 

| visions, a taxpayer is entitled 
to a deduction, in the com* 
Imputation of his taxable in¬ 
s' Come, of an amount equal 
!juto 50 per cent of the dona- 
; f tions made by him to certain 
funds and charitable institu- 
: ( tions, or for the repair or re- 
v novation of any temple, mos- 
,;?>quc, gurdwara, church or 
J any other place which is noti- 
fied by the Central Govern- 
] ment for this purpose to be 
i l historic, archaeological or 
i : artistic importance or to 
■ j be a place of public worship 
' of renown throughout any 
j State or States. Donations 
i }■ made to the Government or 
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any approved local autho¬ 
rity, institution or association 
to be utilised for the purpose 
of promiting family planning, 
are eligible for 100 per cent 
deduction. The amount of 
donations qualifying for de¬ 
duction under Section 80G is, 
however, limited to 10 per 
cent of the gross total inome 
of the donor, subject to a 
further monetary limit of Rs 5 
lakhs. The aforesaid ceiling 
limits, however, do not apply 
in relation to the donations 
made to the National De¬ 
fence Fund; the Jawaharlal 
Nehru Memorial Fund; the 
Prime Minister’s Drought 
Relief Fund and the Prime 
Minister’s National Relief 
Fund. 

90. The National Childrens 
Fund was established with a 
viewto implementing program¬ 
mes for the welfare of children, 
including rehabilitation of 
destitute children, Particularly 
pre-school age children and 
other programmes envisaged in 
the National Plan of Action 
for International Year of Child. 
The programmes for welfare 
of children belonging to Sche¬ 
duled Castes and Scheduled 
Tribes and other backward 
classes receive primary con¬ 
sideration. 

91. In view of the importa¬ 
nce of this Fund and its prog¬ 
rammes, it is proposed to put 
the National Children's Fund 
at par with other funds of 
national character, such as, 
the National Defence Fund 
and the Prime Minister’s Na¬ 
tional Relief Fund. In other 
words, there will be no mone¬ 
tary ceiling on the acount of 
the qualifying amount of dona¬ 
tions to the National Chil¬ 
dren’s Fund for the purposes of 
the aforesaid concession. 




■ Good Luck 
Would Come to 
ANY ONE 
ANY TIME 
ANY DAY 
fUNAWARE 
Let it be 
* "YOU" 

Own tickets of 

! KERALA STATE LOTTERIES 

| and try your luck 


Director, 

KERALA STATE LOTTERIES 

Gram: KERLOT Vikas Bhavan, Trivandrum \ 

Phone: 65230/65193 Kerala 695001. 


92. The proposed amend¬ 
ment will take effect from 
April 1,1983 and will accordi¬ 
ngly, apply in relation to the 
assessment year 1983-84 and 
subsequent years. 

Raising of monetary limit of 
deduction in respect of rents 
paid: * 

93. Under the existing pro¬ 
visions any house rent allow 


Our Delhi Office: 


Lottery Officer (K) \ 

State Emporia Complex, (ill Floor of Kairaii) ( 
Baba Kharak Singh Marg, New DelhMIOOOI. ( 
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employee 

to meet expenditure actually 
Incurred on paymert of rent 
is exempted from income-tax 
up to a maximum of Rs 400 
per month. Under another 
provision, a taxpayer not in 
receipt of house rent allow¬ 
ance is entitled to a deduction, 
in respect of house rent paid 
by himin excess of 10 percent, 
of his total income subject 
to a ceiling of 15 per cent 
there of, or Rs 300 per month, 
whichever is less. The Bill 
proposes to raise the mone¬ 
tary ceiling of Rs 300 per 
monthe at present to Rs 400 
per month. This would place 
the ceiling under this pre¬ 
vision on par with the ceiling 
•for exemption of house rent 
allowance. 

94. The proposed amend¬ 
ment will take effect from 
April 1, 1983 and will, accord¬ 
ingly, apply in relation to the 
assessment year 1983-84 and 
subsequent years. 

[Clause 16] 

Rationalisation of procedure 
for functioning of Settlement 
Commission. 

95. The Income-tax Act, 
provides that the Settlement 
Commission shall consist of 
a Chairman and two other 
members. The effect of the 
existing provisions is that the 
Settlement Commission can 
be rendered temporarily idle" 
if the vacancy of any of its 
members is not filled imme¬ 
diately. With a view to over¬ 
coming this difficulty, the 
proposed amendment seeks 
to provide that the Settle¬ 
ment Commission shall be 
competent to function even 
if the post of one of the Mem¬ 
bers (other than the Chairman) 
is vacant. It is also proposed 
to provide that if in any case 
the Chairman and the other 
member differ or* any point 
or points, such point or points 
will be referred to the new 
member and the matter will 
be decided according to his 
opinion. 

96. This amendment will 
take effect from April 1, 
1982. 

[Clauses 27 and 28] 

Modification of provision 
relating to prosecurtion in cer¬ 


MwM with 
immovable pro- 


tain matters 
acquisition of 
parties. 

97. In line with the other 
provisions in the Income-tax 
Act relating tc initiation of 
proceedings for offences under 


that Act, the Bill seeks to 
provide that no person shall 
be proceeded against for an 
offence under Section 276AA 
of that Act except at the ins¬ 
tance of the Commissioner. 

[Clause 30] 


Wealth-Tax 


Discontinuance of levy of 
wealth-tax on agricultural 
property comprised in spe¬ 
cified plantations. 

98. Prior to the amendment 
made by the Finance Act, 
1969, the value of agricultural 
wealth was wholly exempt 
from wealth-tax. The Finance 
Act, 1969 extended the levy 
of wealth-tax to agricultural 
property with effect from the 
assessment year 1970-71. 

99. The Finance (No. 2j 
Act, 1980 discontinued the levy 
of wealth-tax on agricultural 
property except property 
comprised in lea, coffee, rub¬ 
ber and cardamom planta¬ 
tions. 

100. The yield from wealth- 
tax on agricultural property 
comprised in specified planta¬ 
tions is not significant. Fur¬ 
ther, valuation of agricul¬ 
tural lands comprised in these 
plantations also raises practi¬ 
cal difficulties which lead to 
disputes and avoidable liti¬ 
gation. The Bill seeks to ex¬ 
clude the Value of agricultural 
land comprised in specified 
plantations from the levy of 
wealth-tax. Grwoing crops, 
grass or standing trees on 
such land, as also the value 
of one building (or one group 
of buildings) owned or. occu¬ 
pied by the cultivator of, or 
the receiver of rent or revenue a 
out of, such agricultural land / 
are also p~oposcd to be exemp- v 
ted from wealth-tax, if the v 
building is required by the^J 
taxpayer for use as store- A 
house or for keeping livestook. 

101. The proposed amend¬ 
ments will take effect from 
April 1, 1983 and will accord¬ 
ingly apply in relation to the 
assessment year 1983-84 and 
subsequent years. 

[Clauses 33, 34(a) (i),(iii) and 

<b)] 

Raising of monetary limits 


of exemptions in respect of 
certain assets. 

102. Under the existing pro¬ 
visions of the Wealth-tax Act, 
the value of any conveyance 
or conveyanace owned by a tax 
payer is exempt from wealth- 
tax up to aft aggregate amount 
of Rs 30,000. In view of the 
increase in the price of vehi¬ 
cles (including motor vehi¬ 
cles) in recent years, the Bill 
seeks to increase this limit to 
Rs 75,000. 

103. Under the existing 
provisions of the Wealth-tax 
Act, the value of any tools 
and instruments necessaiy to 
enable the taxpayer to carry 
on his profession or voca¬ 
tion is exempt from wealth- 
tax up to an aggregate amount 


of Rs 20,000. in view of the j 
increase in the price of such j 
tools and instruments, the ; 
Bill seeks to increase this limit ) 
to Rs 50,000, | 

101. The proposed amend- j 
ments will take effect front * 
April 1,1983 and will apply in .? 
relation to the assessment year'''! 
1983-84 and subsequent years. $ 

[Clause 34 faXii) and (iv)] 

■ ■ [4 

Exemption from wealth-tax - 
of specified savings certificates ]; 
subscribed to by non-residents, !ijj 

105. With a view to provide s 
ingan incentiveto non-re$idenfcvf 
Indian citizens and forcipij 
nationals of Indian origin t#|| 
invest in specified savings!] 
certificates, the Bill seeks to 
exempt from wealth-tax the 
value of investment in specific# 
savings certificates subsetfh^j 
ed to in foreign crurency 
accordance with the provisional 
of the Foreign Exchange ** 
gulation Act* 1973 and 
rules made thereunder. 1 
exemption will be availat$^ 
only to the original subscribe! 
to the savings certificates. ;v| 

106. This amendment 
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WHEN THE EYES DANCE, LIPS EXPRESS, 
HANK CONVEY; FEET SUGGEST, MOHINIATTAM 
SPINS A YARN, A LITTLE LIKE LAKSHMI MACHINES. 
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A Mohiniattam legend is 
composed of fine little 
components that make up 
the tale Enchanting little 
things, really Muih like the 
tine strands of fibre spun 
into yarn 

If today, some of the best 
known textile mills have 
modernised their factories 
with the most advanced 
textile machineries made 
by LMW, it is bet a use LMW 
has created tor itself, an 
international reputation for 
quality With such world 
famous collaborators like 
Rieter Machine Works Ltd. 
.md Schweiter Engineering 
Works Ltd of Switzerland 
it is indeed remarkable that 
absolutely world class 
quality textile machinery is 
born on the very soil ot 
India. For LMW to develop 
into a massive textile 
machinery manufacturing 
complex in India, it took a 
lot of pain, endeavour, 
discipline and 
determination 

Today. I MW i* happy *o 
stand on the foundations of 
results, sue cess and 
prosperity 


takshmi machine works ltd 
coimbatore. 
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60 / material saving through new technology. 

Three fold benefits: The cold extrusion project 

material savings, produc- of Sundram Fasteners at 
tivity increase and better Hosur, already a commercial 
metallurgical properties are venture, is set for rapid 
the results of application of growth, 
cold extrusion technology 
for manufacturing this 
stainless steel protective 
sleeve for fuel injection 
nozzles. 

Cold extrusion is an 
advanced technology which 
replaces conventional 
metal removal by metal 
forming. 

By moving metal instead of 
removing it substantial 
material savings are achieved 
during mass production of 
complex components. country. Padi» Madras 600 066 


Simultaneously, Sundram 
Fasteners is also entering 
into another high technology 
field-powder metallurgy. 
This will once again contri¬ 
bute to material economy 
and production of compo¬ 
nents of intricate design. 

This diversification is part 
of the Company's plan for 
the utilisation of high 
technology opportunities, 
both for itself and for the 



Sundram 

Fasteners 

Limited 
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Sundram Fasteners: 
an investment in high technology. 
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Pranab Mukherjee Muddles Through 

Swaminathan S. Aiyar 


Whathvhr HAPPiiNPD to public relations 
budgets 9 Mr R. Venkataraman had 

vised a completely new budgetary 
style for the present Government. For 
two years in a row he picked the pocket 
of the public without their really noticing 
it, and received warm applause for his 
minor give-aways which were skilfully 
selected to win the maximum possible 
applause while sacrificing the minimum 
possible revenue. Many economists 
sneered at this legerdemain. But budget- 
making is by no means a strictly eco¬ 
nomic exercise. Tt is above all a political 
task, and any good salesman will tell 
you that a political product must be 
beautifully packaged if the public is to 
buy it. Mr Venkataraman was a sales¬ 
man par excellence and sold two succes¬ 
sive budgets so skilfully to the middle 
class that the memory of the applause 
still lingers. 

Mr Pranab Mukherjee’s budget, by 
contrast, has been greeted with groans, 
surly non-comprehension, several brick¬ 
bats and only a few bouquets. This 
is not because his budget is very diffe¬ 
rent in its approach from the two 


Venkataraman budgets. Il is merely 
that Mr Mukherjee is a poor public 
relations man, and does not know how 
to package his offerings. What, after 
all, was the Venkataraman approach ? 
It was to mobilise resources mainly 
outside the budget. This was not just 
a personal brainwave of Mr Venkata¬ 
raman but an overdue economic reform 
specifically provided for in the Sixth 
Plan. The Plan document noted that 
taxation had already reached almost 20 
per cent of GNP, a very high percentage 
for such a poor country. It felt there¬ 
fore that resources for the Plan would 
have to be raised not mainly by addi¬ 
tional taxation but by more realistic 
public sector pricing, and a gradual 
abolition of subsidies. In practice sub¬ 
sidies have not been abolished. In fact 
they have continued to rise, and it is 
only the rate of their rise that has been 
checked. But there has been an un¬ 
mistakable shift to raising administered 
prices in order to augment revenue. 

Just before the 1980 budget, the 
Government raised oil and fertiliser 
prices tod railway rates to the tune of 


Rs 3000 crores in a full year. Much of 
this was merely compensation for higher 
international prices of oil and fertilise?** 
but a substantial chunk represented 
additional resource mobilisation. This: 
enabled Mr Venkataraman to come up: 
with a relatively light budget, replete 
with minor tax concessions on middle 
class items like toothpaste. And he was 
duly rewarded with middle class cheers. 

He then staged a repeat performance 
in 1981. Once again there was a pre¬ 
budget hike in the price of petroleum 
products, coal, steel and railway rates 
amounting to Rs 2,500 crores in a Ml 
year. And this was followed by a 
budget graced by income tax cuts and 
other concessions. The middle class 
went delirious with delight.' 

Mr Pranab Mukherjee’s budget is in 
many way similar. Once again there j 
were pre-budgetary increases in railway 
and postal rates netting almost Rs 700 
crores in a full year. The sharp rise in 
oil prices in June 1981 made further 
increases in this area unnecessary. Mr 
Mukherjee proposed net additional 
taxation of Rs 533 crores*—a figure quite: 
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poraparable with Mr Vonkataraman’s 
^imposts. And he too came out with a 
* Jong list of give-aways—he abolished 
v the excise duty on items of interest ta 
the common man, like pencils, ball¬ 
point pens, erasers, water coolers, 

' thermos flasks, spectacles and tooth¬ 
brushes. 

t Why then has public reaction to the 
! Mukhcrjec budget been so different from 
Jits cheers for the two Venkataraman 
budgets ? One reason, of course, is poor 
{ packaging. Another is muddled thinking, 
resulting from the absence of Mr 


Venkataramn’s finely tuned ear. And 
a third reason is the IMF loan. 

Having been flummoxed by Mr 
Venkataraman twice in a row, Opposi¬ 
tion politicians were determined to flay 
the 1982 budget as a bastard child of 
the IMF, conceived in sin and born in 
disgrace. Mr H.N. Bahuguna was 
cynical enough to formulate his reaction 
to the budget, cyclostyle his statement 
and distribute it to the press even before 
the budget was presented. His state¬ 
ment read as follows. “The budget is 
a total betrayal of the common man. It 


looks Westward instead of Inward. 
It will stoke all-round inflation and add 
to the misery and loot of the kisan, the 
landless and the middle classes. This 
is a rich man’s budget. It is a stab in 
the back of our self-reliance'in favour of 
IMF policies.” 

As a piece of political packaging, Mr 
Bahuguna’s statement was masterly. It 
was short and succinct, it was general 
enough to cover any possible budgetary 
proposals and yet pointed enough in 
denunciation. But it was really al 
packaging and very little substance, as 


Budget at a Glance 

(In crores of rupees) 



1981-82 

1981-82 

1982-83 


Budget 

Revised 

Budget 

j REVENUE 

RECEIPTS 



Tax Revenue 

Less-States' Share of Tax 

14668 

15754 

17614 

+533* 

4131 

4274 

4716 

; Revenue 




+63* 

Net—Centre's Tax Revenue 

10537 

1H80 

12898 

+470* 

Non-Tax Revenue 

3790 

3893 

4233 

Total—Centre's Revenue 

14327 

15373 

17131 

4-470* 

CAPITAL RECEIPTS 



Loan Recoveries 

1950 

2240 

2513 

Market Loans (Net) 

2800 

2900 

3200 

Special Bearer Bonds 

800 

875 


External Loans (Net) 

1000 

1060 

1472 

Other Receipts 

2455 

2406 

2818 

+250* 




Total—Capital Receipts 

9(H) 5 

9481 

10003 

+250* 




, Total Receipts 

23332 

24854 

27134 

+720* 

Overall Deficit 

1539 

1700 

2085 


-720* 


1365 



1981-82 

Budget 

1,981-82 

Revised 

1982-83 

Budget 

REVENUE DISBURSEMENTS 


General Services 

4591 

4588 

5606 

Defence Service* 

3794 

4136 

4599 

Social and Community Services 

1073 

1091 

1253 

Fconomic Services 

2961 

3153 

3405 

Grants-m-aid to States* etc. 

2880 

2980 

3364 

Total Revenue Disbursements 

15299 

15948 

18227 

Revenue Surplus-f- 
Deficit 

(—)972 

(—)575 

(->1096 
(+) 470* 

CAPITAL DISBURSEMENTS 



General Services 

74 

32 

257 

Defence Services 

406 

464 

501 

Social and Community Services 

203 

1821 

185 

Economic Services 

3403 

3556 

3768 

Loans and Advances 

5486 

6372 

6281 

TotaL -Capital Disbursements 

9572 

10606 

10992 

Total Disbursements 

24871 

26554 

29219 


♦Effect of Budget proposals. 
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[can only be expected froifi a reaction 
formulated without knowing what the 
[budget was going to say. The wh^le 
j event sums up the bankruptcy of the 
'Opposition’s ideas. Composed as it is 
| of a bunch of opportunists, it can only 
j think of mouthing set phrases whether 
i they are relevant or not. 

| Untenable Suggestion 

It is nonsense to suggest that the 
\ budget has been framed at the dictate 
of the IMF. But it is equally silly to 
pretend that the influence of the IMF 
in. budget-making has been zero. The 
Opposition has been trying to paint a 
picture of the IMF thrusting certain 
policies down the Government’s throat. 
In fact virtually all these policies arc 
already part and parcel of the Sixth 
Plan. There is a convergence between 
the ideas of the IMF and Sixth Plan, 
and it would be as fatuous to suggest 
that the Sixth Plan policies have been 
laid down by the IMF as to suggest that 
IMF policies have been laid down by the 
Sixth Plan. Given the common outlook 
of the two, there is no point in trying to 
reclassify Sixth Plan policies as IMF 
policies. 

At the same time, it is disingenuous for 
the Government to pretend that it would 
have done exactly the same things in the 
absence of the IMF loan. The truth is 
that the Government has persistently 
flouted its own Plan norms for political 
expediency. It has time and again 
breached ceilings on deficit financing, 
.funked resource mobilisation, and paid 
little heed to tardyjjimplementation. The 
Government has sabotaged Plan after 
Plan. If it is now suddenly swearing 
by Sixth Plan norms, it is because of 
the IMF. This is not a case of the IMF 
imposing its policies on the Government. 
It is a case of the IMF imposing the 
Government’s own policies on the 
Government. 

The Government is quite determined 
to get future instalments of the IMF 
loan. Hence it cannot afford to relax 
and lapse into its usual drift. The USA 
continues to oppose future instalments, 
and the Government wants to make 
quite sore it gives the USA no handle 
to use. Hence it is vigilant in enforcing 
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economic discipline, even to the point, 
of overkill. The IMF has strengthened 
the hand of those persons in the Govern¬ 
ment who have always been in favour 
of stern discipline, and weakened those 
who argue for political expediency. The 
cumulative impact of this is substantial. 

Look at the December increase in 
Railway freight rates. At the time, it 
looked as though the Railways would 
end 1981-82 with a deficit of Rs 80 
crores. This would by no means have 
been a large deficit. Railway deficits 
have frequently run into hundreds of 
crores of rupees. And yet the Govern¬ 
ment was so keen on avoiding a deficit 
this year that it hiked freight rates quite 
savagely with barely two months to go 
for the Railway budget. Telephone and 
telex rates were also raised to net Rs 100 
crores barely a month before budget 
time. Had there been no IMF ceilings 
to worry about, the freight hikes would 
probably have been postponed till the 
Railway budget, and the telephone hikes 
till the general budget. This would have 
been considered politically expedient. 
But we have now stopped thinking in 
terms of political expediency, and look 
to mundane things like cash flow and 
monetary ceilings. This is certainly the 
result of the IMF loan. The IMF has, 
in effect, given our economy a gentle 
nudge in the right direction. And, as 
the Governor of the Bank of England 
has said, a gentle nudge is as close to 
bliss as economics can get. 

Deficit Reduced 

Mr Mukhcrjee has cut the budgetary 
deficit by almost a quarter, to Rs 1365 
crores. Had there been no IMF loan, 
he would have been tempted to indulge 
in a far bigger deficit. There have been 
two fair monsoons in a row, inflation 
has been checked, and there are signs of 
sectoral demand recession. A large 
deficit would have been an easy way out; 
and there is no shortage of perfect¬ 
ly respectable economists who would 
have urged such a course. But the 
IMF has gently nudged the Government 
towards its Sixth Plan ^professions, and 
so the deficit has been slashed. 

Nudging does not always work. Sub* 
sidies in the budget have actually gone 
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up slightly. But the IMF is tuft going 
to get worked up about this/ It is used 
to dealing with Governments which 
devote up to half the budget and 10 per 
cent of GNP on subsidies. India limits 
budgetary subsidies to less than 2 per 
cent of GNP, and not even tlte IMF is 
Inclined to argue that this is criminally 
high. 

Shift in Policy 

There is one other aspect of the budget 
where IMF nudging may have been 
relevant. Mr Mukherjee has given 
notice of India’s intention to continue 
with a liberal import policy. This is cer¬ 
tainly one of the IMF’s conditions. But 
Mr Mukherjee has also increased auxil¬ 
iary customs duty by five percentage 
points to net a massive Rs 290 crores. 
On the face of ft, this goes against the 
IMF philosophy. In fact the higher 
duties are a preparation for a liberal 
import policy. The Government intends 
to shift away from non-tariff protection 
towards tariff protection. Thus it will 
lift many administrative controls on 
imports, leaving it to high duties to 
curb excessive imports. In the bargain 
the Government will reduce adminis¬ 
trative expenditure and net more revenue 
- something the IMF can hardly dis¬ 
approve of. 

The criticism of muddled thinking in 
the budget is far more valid than that 
of IMF dictation. Indeed, it almost 
looks as though Mr Mukherjee deli¬ 
berately decided to make some socialis¬ 
tic gestures to prove that he was no 
tool of the IMF. He pointedly refrain¬ 
ed from giving any relief in corporate 
tax. And he increased the income tax 
rates in two of the upper slabs by 2.5 
per cent. The increased tai rate will 
bring in a miserable Rs 3.4 crores in a 
full year. By contrast, income tax 
receipts were Rs 76 crores higher than 
budgeted despite the concessions given 
last year. It would seem that Mr 
Mukherjee has decided on this count 
at least to go for populism rather than 
common sense. Tax rates on personal 
income continue to be so high as to kill 
honesty, and on corporate income high 
enough to put a brake on investment. 
His decision to float 7 per cent tax-free 



bands is an implicit precognition of the 
fact that people can be persuaded to 
reveal their black money only by some 
such escape hatch. But if indeed there 
is a rationale for funneling black money 
into public savings, surely there is just 
as great a rationale for funneling black 
money into corporate savings, and for 
that matter all savings. Mr Mukherjee 
has found a way to raise Rs 250 crores 
for the public sector Plan. But he 
cannot forget that there is also a private 
sector plan. How that is to be financed 
is something he has never explained. Tt 
would fiave b&ch far more logical to 


exempt all savings from income tax. 
The logical corollary would be to abolish 
wealth tax, which is a tax on accumu¬ 
lated savings. No doubt this would 
cause a big revenue loss, of perhaps 
Rs 900 crores. But this loss would be 
recouped within a few years by funneling 
more money into legitimate investment 
and production (one-third of the value 
of all production constitutes indirect 
taxes). 

The increase in bank rates for deposits 
less than three years can make only a 
marginal difference to savings. And it 
is doubtful if the combined impact of 


his many new schemes—the savings 
certificate, higher tax exemption for 
income from dividends and bank interest, 
life insurance and provident fund contri* 
butions, and speeial features for Indians 
abroad —will have a dramatic impact on 
overall savings. It is well known that 
the savings rate has fallen for two yeanr 
in a row, upsetting Sixth Plan assump¬ 
tions of a 33 per cent marginal savings 
rate. But the main reason for the fall 
in savings has been the poor performance; 
of the Government. The savings of 
administrative departments of the 
Government fell from Rs 2670 crores in 


Details of Capital Receipts 





(In crores 

of rupees) 



1981-82 

1981-82 

1982-83 



Budget 

Revised 

Budget 

1. 

Market Loans 

2800.25 

2900.25 

3200.46 


Gross Borrowings 

3087.00 

3187.00 

3566.00 


Less-Rc payments 

286.75 

286.75 

365.54 

2. 

Special Bearer Ronds 

800.00 

875.26 


3. 

External Loans 

1000.23 

1059.94 

J 472.27 


Gross Borrowings 

1421.01 

1486.78 

1925.54 


Less-Repaymenl s 

420.78 

426.84 

453.27 

4. 

Recovery of Loans and 
Advances 

1950.00 

2240.00 

2513.00 


State and Union territory 
Governments 

JJ77.00 

1368.00 

1643.00 


Others 

773.00 

872.00 

870.00 

5. 

Small Savings 

1250.00 

1300.00 

1400.00 

6. 

Provident Funds 

320.00 

320.00 

330.00 

7. 

Special Deposits of Non- 
Government Provident Funds 

Other Rcpei)pt$ 

610.00 

675.00 

700.00 

8. 

274,41 

s 1 * f' J * 1 ft 

no.16 

-. 

387.65£ 


7/ ■ i 

V • 



-1-250.00* 


O * , 1 

TotaI~~Capital Receipts 

9004.89 

9480.61 

10003.38 


V, ‘ ' -S l 



+250.00* 


♦Receipt from Capital Investment Bonds. 

£lncl\ides Rs. 161.23 crores on account of securities for 
subscription to IMF. 


Details of Capital Disbursements 

(in crores of rupees) 

1981-82 1981-82 1982-83 

Budget Revised Budget ; 


1. General Services 480,29 495.70 757.77* 

Defence Services 405.94 464.32 501.30 ' 

Other General Services 74.35 31.38 256.47* 

2. Social and Community Ser¬ 
vices 202.52 182.19 185.43 

3. Economic Services 3402.97 3556.33 3767.75 

General Economic Services 153.83 279.17 220.15 

Agriculture and Allied 

Services 419.96 146.29 185.01 

Industry and Minerals 1430.99 1470.04 1807.16 

Water and Power Develop¬ 
ment 530.96 510.06 592.23 

Transport and Communi¬ 
cations (Other than Railways 

and Posts and Telegraphs) 320.03 313.94 296.43 

Railways 4482.00 599.7 554.00 

Posts and Telegraphs 65.20 237.56 112.77 

4. Loans and Advances 5485.73 6371.50 6281.01 

Loans and Advances to State 
and Union territory Govern¬ 
ments 3318.51 3611.63 3972.93 

Loans for Social and Com¬ 
munity Services 38.14 36.71 58.89 ; 

Loans for Economic Services J 893.53 2405.36 2024.35 

Advances to ForcignGovern- 

ments 147.08 218.27 126.79 ; 

Other loans 88.47 99.53 98.0^ j 

Total Capital Disbursements 9571.51 10605.72 10991.96 


♦Includes Rs 161.23 crores on account of subscription 
to IMF in the form of securities. 
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1999-80 to Rs 1863 crores in 1980-81, 
according to the CSO quick estimates. 
The CSO has noted that the 1980-81 
figure may be revised upwards when 
final accounts arc received. But even so, 
public savings arc faring very badly 
compared to household and corporate 
savings. Mr Mukherjce will accomplish 
more by stieamlming Government 
departments and extracting surpluses 
through efficiency than out of odd tax 
incentives here and there to individuals. 

Goodies Denied 

The corpaiate sector was expecting 
some goodies from Mr Mukherjec and 
has been sorely disappointed. Capital 
posts are galloping upwaids, deprecia¬ 
tion provisions ate hopelessly inadequate 
to replace equipment and corporate 
margins are being squeezed by rising 
costs and demand resistance. Mr Mukhcr- 
jee has provided an excise duty icbate 
Tor additional pioduction in a selected 
list of industries This will be of only 
marginal help the industries in question 
have a good incentive in any case to 
maximise production. The two ateas where 
Mr Mukhcrjee has given something subs¬ 
tantial to industry are exports and 
cement. 

With the partial decontrol of cement, 
one of the last major black money 
channels has more or less been plugged 
(the black premium has virtually dis¬ 
appeared from steel, liucks, coal and 
io on). The rise in excise and customs 
iuty on cement was to be expected, and 
will fetch the Government just under 
R,s 200 crores per year. Cement com¬ 
panies will now have plenty of money 
to expand, and the industry has been 
made so attractive that one can look 
forward to India becoming a cement 
exporter (instead of an importer) within 
five or six >eais. The public sector also 
benefits in two ways—the Cement Cor¬ 
poration will now be able to finance its 
awn expansion and the exchequer will 
get so much revenue from cement com¬ 
panies by way of corporate tax (apart 
from excise and customs) that funds will 
pe available m a growing stream for other 
Plan projects. 

Budgetary supoort will drop from 
73.2 pet cent of Plan outlay m 1981-82 
to 66.8 per cent in 1982-83. This re¬ 


flects the very healthy decision to shift 
away from taxation to realistic pricing 
policies as the principal means of raising 
investment funds. The oil sector in 
particular can now finance just about all 
its massive investment through internal 
accruals and foreign borrowings. The 
price of coal has been raised several 
times without getting Coal India out of 
the red, but at least Central Coalfields 
now makes a profit of more than 
Rs 100 crores. SAIL is likely to show 
a tidy surplus in 1981-82. Recourse to 
commercial borrowing means that 
Orissa alumina and steel plants will 
be financed outside the budget, save 
for some support facilities. The Rail¬ 
ways have inci cased freight rates and 
passenger fares (save suburban ones) to 
economic levels, and are at last providing 
decent amounts for depreciation. 

States Upset 

This strategy his upset the State 
Governments. In the old days, when 
taxes were the principal instrument of 
resource mobilisation, the States got a 
big chunk of all direct taxes and excise 
duty levied by the Centre. But when 
public sector prices are increased, this 
hits the States, which have to spend 
much more on fuel, transport and stores. 
Indeed, the Tamil Nadu Finance Minis¬ 
ter has claimed that his State is suffer¬ 
ing to the tune of over Rs 200 crores 
because of higher public sector prices. 
The straightforward answer to this must 
be that nothing prevents the States 
from raising their prices too. Electricity 
rates, bus fares in State transport cor¬ 
porations and irrigation water rales 
have long been priced below cost. The 
Centre has shown the political will to 
raise its rates. So must the States. They 
are scared of raising resources in this 
manner. But the Centre has now got tough 
and slashed the Plan outlay of States 
which fail to raise their due share of funds 
This is a salutary form of discipline. 

One area where the States have a 
legitimate grouse is the recent emphasis 
on customs duty. Unlike direct taxes 
and excise, customs duty accrues to the 
Centre alone and is nof shared with the 
States. In the last few years, customs 
rates have been hiked so that realisations 
in 1982-83 will be twice as much as 
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they were tout years previously* Cus¬ 
toms duties now amount to over 
Rs 4,500 crores in a year, which is half 
the value of non-oil imports. This is 
surely an excessive tax base. It distorts 
domestic production costs and makes 
the business of export much more diffi¬ 
cult. High duties on capital goods 
inject a permanent dose of inflation into 
the structure of production which can 
never be made good by drawbacks or 
cash assistance. Mr Mukherjee says he 
is serious about exports. But he seems 
unaware of the close link between im¬ 
port duties and exporting ability. 

Still, Mr Mukherjce has rendered 
yeoman service to exporters by providing 
that units in free trade zones can now 
sell up to 25 per cent of their output in 
the domestic market after payment of 
duties This v an essential reform. The 
export maikct is tricky and volatile, and 
every units needs a home b.ise to protect 
it against the vagaries of the world 
market 1 here remains a grey area. Last 
year, the Government dec teed that any 
unit anywhere m the countiy could be 
given the same treatment as jii a free 
trade zone if it exported all its output. 
Does this mean that any unit exporting 
75 per cent of its output will now qualify 
for special treatment 7 This has not 
been officially clarified yet, but one hopes 
that this is indeed the case. 

GATT Code 

Mi Mukhcrjee’s other measures—in¬ 
come tax concessions for expoiters in¬ 
creasing their foreign sales by more than 
10 per cent, and tax exemption for a 
quartet of the foreign profits of cons¬ 
truction companies—look like a viola¬ 
tion of GATr. Tndia is a signatory to 
the many GATT codes, including the 
one on subsidies. And this specifies that 
any income tax concessions will be treated 
as subsidies, and will invite countervail¬ 
ing duties from importing nations. One 
hopes Mr Mukherjee has not raised an 
unnecessary hoi net’s nest GATT code 
permits several other types of subsidy (on 
fuel, transport and storage) which would 
be a more appropriate means of reward¬ 
ing the exporter. 

The Finance Minister has fiddled 
around with duties on textiles. But he 
wants to do so many things at the same 
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timeand withso little fotceor conviction 
that he has, in essence, given a little with 
^one hand and taken it away with another, 
leaving the situation much as it was 
before. The textile industry is in a se¬ 
rious crisis. Even the long Bombay strike 
has not lifted cloth prices to remunera¬ 
tive levels, and it is certain that many of 
the 40 closed mills will never re-open 
again (unless the National Textile Cor¬ 
poration is willing to take them over.) 

Advantage Offset 


almost lost in the welter of other para¬ 
graphs. Mr Venkataraman would have 
split the concessions into a long series of 
paragraphs, highlighting each giveaway. 
He would have cut short the endless list 
of other minor changes. He would have 
given some relief to the corporate sector 
at little cost to revenues. And he would 
have been applauded as an economic 
messiah. Mr Mukherjee has muddled 
through in his maiden budget, and needs 
to take a tip or two from Mr Venkata¬ 
raman for his next effort. 


cent. Even the 27 per cent rise in Central 
Plan outlay is exaggerated, as it relates 
to the increase over the 1981-82 Plan esti¬ 
mates. In fact revised estimates for 1981- 
82 have exceeded the original provision, 
by over R$ 600 crores. Compared with 
this, the rise in 1982-83 Central Plan 
outlay is only 19 per cent, virtually the 
same as the 18.8 per cent rise in 1981-83; 
revised estimates over the 1980-81 revised, 
estimates. Wc do not know yet how? 
State plans have fared in 1981-82, BtttC 
if they have not suffered major shortfalls* 


The duty on polyester blended yarn 
has been cut, but this has been offset 
in large measure by stiffer taxes on 
blended cloth. The duty on blended 
>yarn with up to 15 per cent polyes¬ 
ter has been raised, and on blended 
yarn with 16 to 50 per cent polyester 
has been cut. But at the end of it all, 
the 15 per cent yarn remains much 
cheaper, and will encourage mills to hood¬ 
wink consumers by having a blend of 
15 per cent polyester and 85 per cent 
viscose. This blend is of very poor dur¬ 
ability and is not crease-resistant, but un¬ 
scrupulous mills arc selling it as a high 


The Finance Minister has made a lot of 
play of the 27 per cent increase in the 
Central Plan for 1982-83. He has sought to 
use this as the centre-piece of the budget 
(if indeed such a long and confused list of 
changes can be said to have a focal point 
at all). The Sixth Plan is now in its 
third year, and a big jump in outlay is 
essential if targets are to be met. Thus 
Mr Mukherjee has presented his budget 
as a public sector budget, a Plan budget. 
Alas, his figures are grossly exaggerated. 
The sharp rise in the Central Plan can¬ 
not cloak the scarcity of funds for State 
Plans. Putting the. Cent re and States 


in spending, it means that the growth ofT 
outlay in the 1982-83 Plan may actually;/ 
be smaller than in 1981-82. So much fof 
the great leap forward. However, one mor$ 
point has to be borne in mind. Rising;; 
costs in 1981-82 eroded the real value of$ 
outlay. Now that prices seem to have 1 
stabilised, inflation will not erode the,; 
real value of Plan outlay in 1982*83*;; 
Thus in real terms we may in fact see a| 
fair amount of improvement. Much 
pends on the maintenance of price stably; 
lity, which in turn depends on the raint 
gods. One drop of rain is still worthy 
a thousand budgetary proposals or plan-*', 


quality polyester-synthetic mixtuie, and 
gullible customers are falling for it. Mr 
Mukherjee has increased the duty on 
acrylic fibre, and also on viscose staple 
fibre, while lowering it on high wet 
, modulus fibre. The policy will not serve 
at all to bring about a rational use of 
Vfibre. Polyester fibre is as cheap as vis¬ 
cose in the international market but is 
six times as durable. It is much cheaper 
than medium staple cotton. In a poor 
country like India, polyester rather than 
cotton or viscose should be the common 
man’s wear. And yet, despite endless 
tinkering, we have institutionalised a 
system where polyester has been made 
the rich man’s cloth (through fantastic 
duties) while cotton is paraded as the 
poor man’s cloth. 

Mr Mukherjee has produced a good 
long list of give-aways. He has abo¬ 
lished the excise duty on pencils, erasers, 
ball-point pens, water coolers, spectacles, 
r toothbrushes and other items of interest 
to the common man. But this has fallen 
flat on the public as Mr Mukherjee does 
not know how to package his goodies. 
He has packed the whole lot of conces¬ 
sions into a single paragraph, which is 


together, the rise in outlay is only 21 per ning reviews. 
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Taxation Proposals : A Critique 

R. C. Ummat 


With the deficit in the 1982-83 Central 
Budget at the existing rales of taxation 
estimated at Rs 2,085 crores, the Union 
Finance Minister, Mr Pranab Mukherjee, 
admittedly had to go in for a fairly heavy 
dose of taxation if deficit financing was 
to be contained. Deficit financing, indis¬ 
putably, is regressive in its impact on 
^ different sections of society. If resorted 
to in a large measure, it accentuates in¬ 
flation. Mr Mukherjee apparently would 
not have negated the efforts which have 
brought down the rate of inflation during 
the 12 months to February-end to just 
around 2.6 per cent from approximately 
16 per cent in the previous 12 months and 
over 23 per cent a year earlier. 

The net additional revenue attempted 
to be mobilised by the Finance Minister 
through taxation is Rs 535 crorcs. The 
share of the Centre in this is Rs 470 
crores and that of the States Rs 65 crores. 
This entire amount is to accrue from the 
modifications proposed in indirect taxes. 

• The changes made in direct taxes will en- 
r tail a loss of revenue to the lune of Rs 91 
crores. The reliefs granted in indirect 
taxes aggregate io Rs 131 crores. The 
gross additional revenue endeavoured to 
be raised totals Rs 757 crores. 

Marked Departure 

Mr Mukherjee* thus, has followed his 
predecessor Mr R. Venkatraman, in his 
resource mobilisation effort. In a mark¬ 
ed departure from the practice followed 
since the dawn of the planning era to 
raise additional revenue from both direct 
and indirect taxes, he has sought to 
mobilise resources only through indirect 
imposts. 

Here too, like the last year, there has 
been a Afajor endeavour in the field of 
customs duties. They are anticipated to 
yield a net additional revenue of 
Rs 391.35 crores. The net additional 
receipts from the Union excise duties will 


be Rs 196.18 crores. Another Rs 2.30 
crores will accrue from the medicinal and 
toilet preparations excise, of which the 
sole beneficiary are the States and Union 
Territories. About Rs 5 lakhs will be the 
yield under “other heads”. 

This mode of raising additional reve¬ 
nue has prompted criticism in certain 
circles that the resource mobilisation 
efforts of Mr Mukherjee and Mr Venkata- 
raman have not benefited the States 
much. The rasing of revenue from Union 
excise duties had not been of the order it 
used to be. The Centre, it is alleged, has 
gone in for mobilising larger resources 
from customs duties which are not share¬ 
able with the States. The concessions 
granted in direct taxes also have con¬ 
siderably eroded the States' share in the 
Central revenue. The criticism, however, 
is hardly tenable. 

Central Assistance 

A perusal of the budget documents 
reveals that not only Central assistance 
for the plans of the States and Union 
Territories has been stepped up in terms 
of the Planning Commission’s formula, 
which is subscribed to by the States, but 
also the so-called sacrifice of revenue 
from income-tax on the part of the States 
has not been very significant. The cen¬ 
tral assistance to the next year's plans of 
the States and Union Territories has been 
put at Rs 4,002 crores, as against the 
1981-82 budgetary provision of Rs 3,462 
crores, which, according to the revised 
estimates, has been exceeded by Rs 200 
crores. The buoyancy in the Central 
revenue, both in the direct taxes and 
excise duties shareable with the States, 
is reflected in sizoably increased revenue 
accruing to them. For instance, as against 
the budgetary estimates of Rs 3,084.78 
crores for the current year, the revised 
estimate puts the receipts of States under 
Union excise duties atRs 3,240.28 crores. 


At the existing rates of taxation, the| 
States’ share in union excise duties would \ 
have gone up next year to Rs 3,558.9t | 
crores. Another Rs 102.03 crores will f 
accrue to them on account of the 
fications effected. Of this, Rs 99M% 
crores will accrue under the Central f 
excise duties and Rs 2.3 crores under the ^ 
Medicinal and Toilet Preparations (Ex* 
cise Duties) Act. 

.. 

States’ Share 

1 ' i’i' 

Under the direct taxes shareable 
with the States, the revised estimates ^ 
reveal that the State Government*^ 
will be receiving during l98l-83f|i' 
significantly more revenue from estate,! 
duty though the receipts from income-tax'? 
will be somewhat less than the budgeted^’ 
figure. The raising of the exemption;! 
limit under income-tax to Rs 15,000^ 
assessable income per annum and the . 
minor other modifications made in tbi^f; 
legislation last year were expected to!-;!,’ 
involve a loss of Rs 85.61 crores to the 
States. Rut even then they were to receive:, 
this year Rs 1,029.11 crores, as against. ^ 
the revised estimate of Rs 1,001.97 crores;. 
and the budget estimate of Rs 932.2 crores^; 
during 1980-81. The increase in revenue? 
despite the concessions was expected to'. 'j 
result from the raising of States’ share to !; 
85 per cent under the recommendations.'"' 
of the seventh Finance Commission. 

Revised estimates put receipts of States;;! 
from income-tax this year at Rs 1,016.881; 
crores, but next year their share on the|l 
existing taxation rates has been assessed?! 
atRs 1,142.28 crorcs. The concession*' ? 
granted by Mr Mukherjee in the form ofi ?j 
raising the standard deduction upto 
Rs 20,000 incomes per annum from 2^, 
to 25 per cent, the house rent payable. 4 
and the savings entitled to rebate under! 
income-tax, will result in a loss to the '; 
States to the tune of Rs 35.90 crores, ,' ! j 
after taking into account the stepping up :• 
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by 2.5 per cent in the marginal tax rates 
on incomes beyond Rs 60,000. 

The States* receipts under estates duty 
during the current year arc expected to 
be around Rs 16.5 crores, as against the 
budget estimate of Rs 12.81 crores. This 
revenue next year is estimated around 
Rs 14.34 crores. It is likely that if the 
Estate Duly Act is not amended in the 
course of the year, as proposed by Mr R. 
Venkata raman, States* share in the re¬ 
ceipts from estate duty will exceed this 
year’s revised estimates. The amend¬ 
ment to the Estate Duty Act had been 
proposed for putting this legislation at par 
with the Wealth Tax Act. But the State 
Governments have been dragging their 
feet on the proposal with the result that 
Mr Mukherjee has not been able to pro¬ 
pose any change in the existing statute. 

Income-tax receipts can be expected to 
show buoyancy during 1982-83. Conse¬ 
quently, the States may not be losing 
that much as is envisaged. A small sum 
of Rs 82 lakhs will be lost by the States 
also as a result of the modification pro¬ 


posed in the Hotel Receipts Tax. But 
they should gain considerably in an in¬ 
direct manner from increased tourists 
traffic. Taking the total transfer of re¬ 
sources from the Centre to the States, it 
is apparent that States* interests are not 
being ignored by the Centre. 

The direct taxation proposals of Mr 
Mukherjee, though entailing an erosion 
of about Rs 90 crores in the revenue 
despite additional receipts to the tune 
of Rs 2.43 crores next year (Rs 3.24 cro- 
rcs in a full year) as a sequel to the rais¬ 
ing of the marginal income-tax rate from 
50 per cent to 52.5 per cent on incomes 
ranging between Rs 60,031 and Rs 70,000 
and from 55 per cent to 57.5 per cent on 
the slab of Rs 85,001 to Rs one lakh, 
have fallen much short of expectations. 
As mentioned above, the promised 
amendment of the Estate Duty Act to 
bring it at par with the Wealth Tax Act 
has not been proposed. It, of course, 
may follow during the course of the 
year on receipt of concurrence from the 
State Governments that have been rc- 


minded of Mr Venkataraman*s assurance 
to this effect last year. The generally 
anticipated increase in the exemption 
limit from income tax from Rs 15,000 
(to which level it was scaled up last year) 
too has not materialised nor has any 
adjustment been effected in the income- 
tax rates structure except raising the 
marginal tax rates on annual incomes 
beyond Rs 60,000. Hopes for these con¬ 
cessions had arisen because of the pro¬ 
nouncements of the Prime Minister, Mrs 
Indira Gandhi, on the budget-eve that 
the middle income groups will be provid¬ 
ed adequate relief from the hardship 
they have been subjected to in recent 
years following sharp rise in prices. The 
modifications suggested by the Estimates 
Committee of Parliament in the Wealth 
and gift taxes (besides estate duty) too 
have not found acceptance with Mr 
Mukherjee. The Estimates Committee 
had recommended that the exemption 
limit for wealth tax purposes should be 
raised to Rs 2.5 lakhs from Rs 1.5 lakhs 
(to which it was increased from Rs one 


WheiTan overseas buyer*changes msniiit 
will you have to change your husiness?£ 



In the export business,? 
the longest friendships) 
are not necessarily/ i/f' 
forever. * mim y b, 

Because, apart from an, 
overseas buyer 
defaulting or going 
insolvent there may be\ 
other developments 
which may result in your 
buyer not being able to 
pay or not being able 
to transfer the money tej 
your own currency. - 1 

To help the exporter^ 
ECGC has a wide 1 ^ 
portfolio of credit risk 
policies and bank 
guarantees. ^ 

Don’t wait for the^worsC 
to happen. Meet/ECGG> 
now. «r 

For more information comae* 

EXPORT 
CREDITS 
GUARANTEE - 
CORPORATION 
LIMITED 
ueovMttufMV6»iii»i*iMTramiu» - 
H««d Off tea, Eiprni Toware lOtfi float, 
flanman Potpi Bombay <400031. 



a 

o 

CM 


|Vc want you to take an opportunity rather than a chance! - 




* rvr>rm*T D/iAtrmm r 


652 
















































































































lakhlast year) and that for estate duty 
should be scaled up to Rs 2.5 lakh from 
^ Rs 50,000. The exemption limit in the 
case of gift tax, it was suggested, should 
be stepped up to Rs 15,000 from 
Rs 5,000. 

The plight of the middle income 
groups, particularly having salaried in¬ 
comes, indeed, has been worsening under 
inflationary pressures. Whereas incomes 
beyond Rs 30,000 per annum have been 
provided relief in the recent years 
through the scaling down of income-tax 
rates including surcharge and those 
below Rs 15,000 have been exempted 


from income-tax, incomes between 
Rs 15,001 and Rs 30,000 have not bene¬ 
fited any significantly. In their case, the 
taxation rates were scaled up to nulify 
even the relief that could have accrued 
from the raising of the exemption limit. 
Last year incomes between Rs 15,001 and 
Rs 25,000 and those between Rs 25,001 
and Rs 30,000 were subjected to 33 per 
cent and 37.4 per cent tax, including the 
10 per cent surcharge, whereas, earlier the 
incidence of tax was only 19.8 per cent 
ontheRs 15,001, 20,000 slab, 27.5 per 
cent on the 20,001/25,000 slab and 33 
per cent on the Rs 25,001 /30,000 slab. 


The taxation rates on incomes exceeding 
Rs 30,000 were kept intact. The new tax 
rates on the stabs between Rs 15,001 and 
Rs 30,000 were significantly higher than 
those suggested by the Wanchoo Com¬ 
mittee (20 to 30 per cent). 

The marginal increase in the tax rates 
on the income slabs Rs 60,001/70,000 and 
Rs 85,001/100,000, of course, has raised 
the tax incidence on these inconics. But 
the reliefs granted already since 1973 
have been quite substantial. The sacri¬ 
fice asked for the next year does not 
exceed Rs 688 per annum on incomes 
beyond Rs one lakh, it ranges between 


Details of Revenue Receipts 

(In crores of rupees) 



1981-82 

Budget 

1981-82 

Revised 

1982-83 

Budget 

A. Tax Revenue 

Customs 

3832.70 

4140.00 

4606. (X) 

Union Excise Duties 

7116.90 

7501.34 

-1-391.35* 
8328.75 

Corporation Tax 

1690.00 

1962.00 

—j—196.18* 
2382.00 

Income Tax 

1444.00 

1520.00 

1622.00 

Estate Duly 

15.00 

17.00 

— 48.00* 
17.00 

Taxes on Wealth 

66.00 

75.00 

80.00 

Interest Tax 

200.00 

200.00 

220.00 

Gift Tax 

6.25 

6.75 

6.75 

Hotel Receipts Tax 

10.00 

5.00 

6.00 

Other Heads 

287.11 

327.23 

—6.00* 

346.04 

Gross Tax Revenue 

14667.96 

15754.32 

+ 0.05* 
17614.54 

Less—States' Share of Taxes and Duties 
Union Excise Duties 3084.78 

3240.28 

+533.58* 

3558.97 

Income Tax 

1029.11 

1016.88 

+ 99.98* 
1142.28 

Estate Duty 

12.81 

16.50 

— 35.90* 
14.34 

Hotel Receipts Tax 

4.01 

0.82 

0.82 

Total 

4130.71 

4274.48 

- 0.82* 

4716.41 

Net Tax Revenue 

10537.5 

11479.84 

+ 63.26* 
12898.13 

B. Non-Tax Revenue 



+470.32* 

Interest Receipts 

2209.60 

2165.20 

2364.28 

Dividends and Profits 

318.98 

360.55 

323.57 

Other Non-Tax Revenue 

1261.34 

1367.45 

1544.55 

Total Non-Revenue 

3789.92 

3893.20 

4232.40 

Total Revenue Receipts 14327.17 

15373.04 

17130.53 




+470.32* 


♦Effect of Budget proposals . 


Details of Revenue Disbursements 


(In chores of rupees) 



1981-82 

Budget 

1981-82 

Revised 

-! 

1982-83 
Budget . 

1. General Services 

8385.36 

8723.67 

>0204.35 

Organs of State 

103.24 

109.93 

121.29 

Fiscal Services 

316.69 

349.87 

353.18 

Interest Payments 

3123.00 

3200.00 

3800.00 

Administrative Services 

812.17 

653.12 

1012.80, 

Pensions and Misc. General 
Services 

235.40 

275.07 

■ v. 

318.38 

Defence Services (Net) 

3794.06 

4135.68 

4598.70 j 

2. Social & Community Serviccs1072.83 

1090.97 

1253.15 j 

3. Economic Services 

2961.52 

3153.44 

3405.32 

General Economic Services 

589.56 

711.19 

694,82 , 

Agriculture and Allied 
Services 

1058.45 

1069.50 

1174.82 

Industry and Minerals 

825.75 

872.65 

960.85 

Water and Power Develop¬ 
ment 

208.37 

201.54 

260.64 

Transport and Communi¬ 
cations 

279.39 

298.56 

314.19 

4. Grants-in-aid and 
Contributions etc 

2879.75 

2979.56 

3364.47 ; 

Grants-in-aid to State 
and Union Territory 
Governments 

2768.24 

2877.12 

3247.92 

Aid to other countries 

83.43 

71.66 

79.45 

Other Grants & Contribu¬ 
tions 

28.08 

30.78 

37.10 

Total Revenue Disbursements 

15299.46 

15947.64 

18227.29 
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1YAZHPR0MEXP0HT 

FOR 

STEEL TECHNOLOGY 
FROM START 
TO FINISH 

VfO “Tyazhpromexport" renders technical assis¬ 
tance in construction, reconstruction and 
expansion of complete iron end steel works and 
ore mining enterprises. 


1 




Our range includes : 

— integrated iron and steel works, 

— coke-oven and by-product plants; 

— sintering plants, 

— blast-furnaco shops, 

— converter shops, 

— electric furnace steelmaking shops, 

— rolling mill shops, 

— hardware shops; 

— ferro alloy works, 

— refractory works, 

— iron ore mines; 

— ore beneficiation plants. 

V/O “Tyazhpromexport" : 

— carries out designing of units and 
industrial projects, including col¬ 
lection of initial data; 

— supplies complete sets 
equipment; 

— supervises construction and 
assembly work and erection 
of equipment, 

— participates in the commis¬ 
sioning of plant, 

— gives engineering and tech¬ 
nical consultation while 
constructing, erecting 
equipment £r operating 
iron and steel projects; 

— provides "know-how" 
of cast iron and steel 
production techno¬ 
logy, 

— carries out profes¬ 
sional training of 

the Client's .JlMM 
personnel. 


P/ease address all enquiries to : 


v/o 


18/1 ,Ovchinnikovskaya nab., 

Moscow, 113324, USSR 

Cables : Moscow 'Tyazhpromexport* 

Telex : 411931 

Telephones: 220-16-10, 220-15- 89 
or Office of the 
Counsellor for Economic Affairs 
USSR Embassy, New Delhi 
Telephones : 697004, 697007 
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Jjbfw3’Hd R» 413oa incomes between 
Rs $0,(0) and Rs 90,000, 

The Finance Minister, apparently, has 
not been able to provide any direct 
relief in income-tax to the middle income 
groups presumably to avoid unduly 
large erosion of revenue from this 
source. He had also a staggering defi¬ 
cit of Rs 2,085 crores staring in the 
face. This also explains non-accep¬ 
tance by Mr Mukherjee of the corporate 
sector's plea to bring down the tax on 
corporate incomes to 50 per cent in the 
interest of allowing greater generation of 
funds internally for ploughing back 

Relief to Taxpayers 

f The Finance Minister, however, has 
tried to provide some relief to income- 
tax payers indirectly through various 
means. The more important modifi¬ 
cations proposed in the Income-tax Act 
for this purpose are: 

(i) The standard deduction from 
salaried incomes is to be raised to 25 
per cent from 20 per cent for incomes 
upto Rs 20,000 per annum within the 
present ceiling of Rs 5,000; 

(ii) Encashment of unavailed earned 
leave on retirement has been exempted 
for income-tax, subject to certain condi¬ 
tions; 

i (iii) The monetary ceiling ofRs 300 
> per month on house rent paid in excess 
of 10 per cent of the income deductible 
from income for tax purposes even if no 
house rent allowance is received by an 
assessee has been raised to Rs 400 per 
month; 

(iv) In the case of self-occupied 
houses, the monetary ceiling for deduc¬ 
tion from the Jetting value of the house 
which hitherto is one-half of the letting 
value or Rs 1,800, whichever is less, is 
to be raised to Rs 3,600; 

(v) The limit for 100 per cent deduc¬ 
tion from income-tax available for such 
long-term savings as life insurance, pro¬ 
vident fund, etc. is to be increased to 
the first Rs 6,000 from Rs 5,000; the 
additional Rs 6,000 such savings are to 
be allowed deduction up to 50 per cent 
and still higher savings are to be allow¬ 
ed deduction up to 40 per cent; the 
ceiling for such savings is to be scaled 



up to Rs 40,000 from Rs 30,000; pro¬ 
vision is to be made for some additional 
savings media for these qualified savings, 
in the case of authors, playwrights, musi¬ 
cians, artists, sportsmen and athletes, 
the ceiling is to be increased to Rs60,000 
from Rs 50,000. 

(6) The limit for deduction from 
income on account of interest /dividend 
receipts from banking deposits, specified 
government securities, investments in the 
equity capitals of Indian companies and 
units of the Unit Trust of India is to be 
raised to Rs 4,000 from Rs 3,000 and the 
separate ceiling in respect of income 
from units to Rs 3,000 from Rs 2,000; 
the value of investments in the specified 
financial assets such as the above is to 
be exempted from wealth tax up to 
Rs 1,65,000 instead of Rs 150,000 at 
present; additionally, the separate 
exemption of Rs 25,000 available from 
wealth tax in respect of units is to be 
raised to Rs 35,000. 

(7) The limit for investments in a year 
in the equity shares of new industrial 
companies and companies engaged in 
providing long-term finance for cons¬ 
truction or purchase of houses for resi¬ 
dential purposes in regard to which 50 
per cent deduction is allowed for com¬ 
putation of taxable incomes is to be 
stepped up to Rs 20,000 from Rs 10,000. 

(8) Income-tax is not proposed to be 
deducted at source from dividend re¬ 
ceipts, interest on government securities 
and such other securities appointed by 
the government if the recipient 
furnishes a declaration to the payers of 
such incomes to the effect that his 
estimated total income in the relevant 
year will be below the exemption limit. 

Significant Concessions 

These, undoubtedly, arc significant 
concessions, provided, of course, savings 
can be effected by income-tax payers. 
For the hard-hit middle income groups, 
the benefit accruing from them, however, 
can be only marginal because of their 
further saving capacity being limited. 
Some direct relief from the income-tax 
burden up to Rs 30,000 assessable 
incomes, thus, would have been in line 
with the last year’s proposals of 
Mr Venkataraman in this regard. The 
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ad hoc increase effected in the dearness 
allowance of higher salary government 
employees may enable them to save 
more and benefit from the tax conces¬ 
sions proposed. But the salaried classes 
in the other sectors of the economy wiH 
continue to suffer. Their resentment at 
Mr Mukherjee's proposals, therefore, 
is not unwarranted. 


A significant lacuna in the Income| 
Tax Act has been plugged. The dedu^i 
tion for income-tax purposes allowed 
the payment of premia on life insurant 
policies will no longer be available if th$'t 
policies arc discontinued before premie;^ 
have been paid for two years. if 


The 

citizens 


Residence Test * 

% 

hardships caused to India^/l 
earning incomes in fbreigj|^ 
countries who come to India for sboftf, 
stays, of course, will he mitigated to 
considerable extent as a result of 
modifications proposed in the tests 
“residence in India”. Self-cmplojw:|; : 
non-resident Indians too are to be put’*i|| 
par with Indian citizens employed abroad 
for the purposes of residence 
Indian citizens who leave India in 
year for puiposcs of employment are 
to be treated as residents unless they;! 
have been in India for 1S2 days inattfj 
assessment year. This is a 


mcom-tax 1 


relaxation for incomes earned abro«4*| 
Currently more than 60 days' stay 
Indiaatti acts the tax on foreign incomes; 

A significant relief from 
has been provided to ex] 
whose export turnover in apjr^ 
year exceeds that of the immediate!)^ 
preceding year by more than 10 per cent; ; i 
The exportable goods for the puiposetff: 
of this concession arc to be notifle^* ^ 
Exemption is to be provided froptS; 
income-tax upto 25 per cent of 
profits derived by construction contrap- 
tors undertaking projects abroad. Bank^l 
ing companies having operations abroady 
with the permission of the government 
are to be made entitled to a deduction lit 
to 40 per cent of their income carried tot 
a special reserve account. Schedule 
cd banks are to be exempted front 
payment of interest tax on the interest^ 
received by them on loans sanctioned in 
foreign currency for import of capital 


i 
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plant and machinery. Interest paid on 
credits sanctioned by scheduled banks 
for export of capital plant and machi* 
nery on deferred payment terms outside 
India too is to be exempted from 
income-tax. These are quite wholesome 
reliefs to the concerned tax-payers and 
are aimed at fostering exports or ex¬ 
change earnings in other ways. 

In view of the imperative need for 
fostering remittances by non-resident 
Indians, which go some way in mitigat¬ 
ing the pressure on balance of payments, 
the Finance Minister has proposed to 
provide exemption from income-tax in 
; the case of non-resident Indians and 
= foreign nationals of Indian origin to 
; incomes derived by them by way of 
1 interest on specified savings certificates 
subscribed to in foreign currency in 
accordance with FHRA. It is also pro- 
l posed to provide that exemption from 
, income-tax in respect of interest on non- 
\ resident (external) accounts shall be 
available in the case of a person resident 
( outside India. Some smail changes 
\ have been made in the income-tax Act 
\ jn respect of donations to approved 


national funds as well as approved 
institutions engaged in carrying out 
programmes of rural development and 
conservation of natural resources. The 
standard deduction on new houses for 
the first five years has been increased to 
Rs 3,600 per annum from Rs 2,400 in 
the interest of stimulating house-building 
activity. 

The capital gains tax has been rationa¬ 
lised to allow for larger reduction in 
cases where the assets have been held 
for a long period. Exemption from tax 
has been provided on long-term capital 
gains arising from the transfer of other 
assets where the net consideration is 
invested by a lax-payer in a residential 
house. The restrictive conditions 
governing capital gains arising from the 
transfer of a house used for personal 
residence by a tax-payer which are 
exempt from tax to the extent of such 
gains as are utilised by the tax-payer for 
constructing or purchasing a house for 
purposes of personal residence within a 
specified period have been removed. 
The charitable and religious trusts or 
institutions are to be permitted to invest 
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their funds in immovable properties as 
well. A couple of other relaxations have 
also been provided in regard to taxation 
of the incomes of such trusts. 

The amendments proposed in direct 
taxation in respect of corporate entities, 
of couise, are just minor. These in¬ 
clude: 

(i) Extension for a further period of 
five years, the tax concession on instal¬ 
lation of machinery and plant for the 
manufacture of articles made with the 
know-how developed in government 
laboratories, public sector companies, 
recognised institutions and universities, 
in the form of investment allowance at 
the rale of 35 per cent. 

(ii) Synthetic rubber and rubber 
chemicals (including carbon black) have 
been included in the list of items com¬ 
pletely exempted from income-tax for 
purposes of dividends received by a 
domestic company from an Indian com¬ 
pany engaged exclusively or almost 
exclusively in the manufacture of such 
specified articles; 

(iii) Non-scheduled commercial banks 
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Our performance in the past 
is a promise oF a 
brighter Future. 


Wa have behind us • history of continuous 
progress spanning over three decades From 
importers to traders, manufacturers and 
exporters we have had e successfully diversified 
career, culminating into our pioneering project 
of making air compressors* the very best that 
come. Catering to the needs of defence and 
Irrigation, railways and electricity boards; and 
Industries including mines, steel, cement, 
fertilizer, glass, chemicals, pharmaceuticals, 
•ugar, automobile. 

Our past Is bright. Our future brighter I 
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operating in the rural sector are to be allo¬ 
wed deduction for income-tax purposes 
k in respect of provisions made by them 
for bad and doubtful debts relating to 
advances made by their rural branches. 

(iv) Depreciation is to be allowed at 
the rate of 30 per cent on devices and 
systems for energy saving or for mini¬ 
mising environmental pollution or for 
conservation of natural resources; 

(v) Tea, coffee, rubber and cardamom 
plantations are to be exempted from 
wealth tax; 

(vi) The limit for exemption from 
wealth tax in respect of tools and instru¬ 
ments necessary to enable a tax-payer 
to carry on his profession or vocation 

f is to be raised to Rs 50,000 from 
Rs 20,000 and the ceiling for the value 
of conveyances, including motor cars, 
for exemption from wealth tax is to be 
increased to Rs 75,000 from Rs 30,000. 

Deduction for stamp duty paid on 
an instrument relating to gift of any 
property from gift tax payable is pro¬ 
posed to be extended to cases where the 
gift-tax payable does not exceed Rs 1,000. 
The hotel receipts tax is to be amended 
to discontinue this levy in relation to 
the chargeable receipts of luxury hotels 
accruing or arising or received by them 
after February 27, 1982. This has been 
done to foster foreign tourism to India. 

Small Changes 

Several other small changes have also 
been proposed in direct taxation. These 
include : (i) Raising of the monetary 
limit for making payments to contractors 
without deduction of tax at source to 
Rs 10,000 from Rs 5,000; (ii) grant of 
exemption during the assessment year 
1983-84 from wealth-tax to value in 
investments in specified savings and 
certificates subscribed to in foreign 
currency by non-resident Indians; 
(iii) exempting of the balance standing 
to the credit of non-resident Indian in 
non-resident (ext^rn^l) account from 
wealth tax; (iv) exemption from gift tax 
with effect from April 1, 1983 of gifts of 
notified savings certificates by non¬ 
resident Indians and foreigQ nationals 
of Indian origin to their relatives resi¬ 
dent in India if the subscription to the 
certificates is made in foreign currency; 


(v) extension of the period of exemption Maturing in ten yean, they will catty 
available to the Deposit Insurance and interest at the rate of seven per cent, 
Credit Guarantee Corporation from free of income-tax. They will as well 
income-tax by live years up to December be exempt from wealth tax and, up to 
31, 1986; (vi) exemption from income- Rs 10 lakhs in the case of the first holder*, 
tax to the interest derived by the Bank from gift-tax. Unlike the investments 
of Bhutan from its deposits w'ith State in the bonds floated last year to mop up 
Bank of India for 15 years ending unaccounted money the purchasers of 
December 3!, 1985. capital investment bonds, however, wilt 

The accent on promoting savings is have to account for their investments 
also evident from two new saving * n these bonds. Approximately Rs 250 
instruments to be introduced next year, crores arc expected to be mobilised 
A social security certificate has been through this scheme. Along with the 
designed for the benefit of small savers, additional revenue expected from the i 
Investments up to Rs 5,000 in these changes in indirect taxation, this will 
certificates by individuals between the bring down the anticipated deficit of 
age of 18 and 45 will treble in 10 years, Rs 2,085 crores to Rs 1,365 crores. 
the full maturity value being available to The most important proposal of Mi 
the hcir.s or nominees immediately in Mukherjcc under customs obviously is 
the case of untimely demise of an in- the five percentage points increase in, 
vestor. Capital investment bonds arc the auxiliary duty of customs on all 
to be floated to attract larger private categories of imporls with someexcep* 
savings for public sector investment, tions. The auxiliary duty henceforth^ 


GOVERNMENT OF INDIA 

6.00 PER CENT. LOAN, 1985 (Second Issue) TO BE 

ISSUED ATRs. 100.00 PERCENT. AND REPAYABLE 
AT PAR ON 21ST JULY 1985. 

6.75 PERCENT. LOAN. 1991 (Second Issue) TO BE 

ISSUED AT Rs. 100.00 PER CENT. AND REPAYABLE 
AT PAR ON 21 ST JULY 1991. 

8.00 PERCENT. LOAN, 2011 (Fifth Issue) TO BE 

ISSUED AT Rs. 100.00 PER CENT. AND REPAYABLE 
AT PAR ON 27TH APRIL 2011. 

Subscriptions to the above loans will be received simulta .euusiy in the 
form of cash/cheque and will be limited to a total of Rs. 405 crorcs. 
Government reserves the right to retain subscriptions upto ten per cent, 
in excess of the notified amount. 

2. Subscriptions will be received only on the 29th March 1982 upto 
the close of Banking hours. In the event of a holiday being declared 
under the Negotiable Instruments Act, 1881 on that day by any State 
Government, the subscriptions will he accepted at the concerned 
receiving offices in thai State upto the close of Banking hours on the 
following working day. 

3. If the total subscriptions received for the loans exceed the notified 
amount plus the amount of ten per cent retainable as aforesaid, partial 
allotment will be made in respect of the loans on a proportionate basis and 
the balance refunded in cash as soon as possible. 

4. In the case of 6.00 per cent. Loan, 1985 (Second Issue) and 
6.75 per cent. Loan, 1991 (Second Issue) interest for the period 29th 
March to 20th July 1982 (inclusive) will be paid on 21st July J982 and 
thereafter interest on these loans wilt be paid half-yearly on 21st January 
and 21st July. 

5. In the case of 8.00 percent. Loan, 201J (Fifth Issue) interest for 
the period 29th March to 26th April 1982 (inclusive) will be paid on 27th 
April 1982 ami thereafter interest will be paid half-yearly on 27th October 
and 27th April. 

6. Applications for the new loans will be received at: 

(a) Offices of the Reserve Bank of India at Ahmedabad, 
Bangalore, Bombay (Fort and Byculla, Calcutta, Hyderabad, 
Jaipur, Kanpur, Madras, Nagpur, New Delhi and Patna; 

and 

(b) Branches of the State Bank of India at all places in India 
except at (a) above. 

7. Securities will be Issued in the form of Promissory Notes or Stock 
Certificates. 

8. For any further clarification, please apply to any of the offices or 
branches mentioned in paragraph 6 above. 
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pHll be 30 per cent of the value of goods 
Iteported. This will net as large a sum 
| As Rs 230 crores in a full year out of 
i ^ihe total 415.48 crores additional revc- 
UUe budgeted under this head of 
f indirect taxation. The ilems exempted 
t from this increase include crude petro- 
| knm, bulk petroleum products such as 
; kerosene and high speed diesel oil and 
; the items on which import duty has 
: been adjusted in the recent past on 
! price parity considerations. The existing 
; auxiliary duty has been maintained on 
the GATT items in general. Full exemp- 
j tion from the duty will continue in the 
case of the three GATT items enjoying 
this facility currently. 

Revenue Proposals 

The other revenue raising proposals of 
Mr Mukherjee in the field of customs are: 

(a) Withdrawal of total exemption 
from import duty on cement and sub¬ 
jecting it to a customs duly (basic plus 
auxiliary) of 10 per cent ad valorem and 

' additional (countervailing) duty equal 
to the excise duty; 

(b) increase in the import duty (basic) 
on Aniline (Aniline oil) from 60 per 
cent ad valorem to 80 per cent ad 

* valorem; 

(c) increase in the import duly (basic) 
on synthetic organic dye-stuffs (including 
pigment dye-stuffs), certain pigments and 

i colours, paints, varnishes, enamels, opti¬ 
cal bleaching agents, etc., from 60/100 
: per cent ad valorem (standard) to 100/150 
per cent ad valorem (standard); and from 
50 per cent ad valorem (preferential) to 
90 per cent ad valorem (preferential) in 
respect of optical bleaching agents: 

, (d) increase in the import duty (basic) 
h on polyester chips from 100 per cent ad 
valorem to 140 per cent ad valorem. 

(e) increase in the import duty (basic) 
on cork and articlos of cork from 40 
per cent ad valorem to 60 per cent ad 
valorem; 

(f) increase in the import duty (basic) 
on certain items of iron and steel such 
as melting scrap of stainless steel, heat 
resisting steel, tinplate waste, alloy 
steel (excluding stainless steel, heat 
resisting steel) ingots, blooms, billets, 

j bars, rods, etc., from various rates to 60 
percent ad valorem; 

Ifettgraiftt economist 


(g) increase in the import duty (basic) 
on copper tubes and pipes, etc. from 40 
per cent ad valorem to 60 per cent ad 
valorem; 

(h) increase in the import duty (basic) 
on umyrought zinc from 40 per cent ad 
valorem to 45 per cent ad valorem; 

(i) increase in the import duty (basic) 
on electronic items such as computers, 
calculating machines, accounting machi¬ 
nes, cash registers and certain sub- 
assemblies from 40 per cent ad valorem/ 
50 per cent ad valorem/60 per cent ad 
valorem to 100 per cent ad valorem. 

Reliefs have been granted in customs 
duties on various items. The proposals 
iti this regard are : 

(i) Reduction in the import duty (basic 
plus auxiliary) on zinc concentrates from 
50 per cent ad valorem to 15 per cent ad 
valorem; 

(ii) reduction in the import duty 
(basic plus auxiliary) on lead concentra¬ 
tes from 50 per cent ad valorem to 5 per 
cent ad valorem; 

(iii) reduction in the import duty 
(basic plus auxiliary) on acetate filament 
yarn from J 25 per cent ad valorem to 
20 per cent ad valorem. (It is expected 
that proposed reduction would bring in 
imports of such yarns which is not being 
imported at present); 

(iv) reduction in the import duty (basic 
auxiliary and additional) on certain speci¬ 
fied machines and instruments for electro¬ 
nics industry from the existing rates to 
35 per cent ad valorem; 

(v) reduction in the import duly (basic 
plus auxiliary) on certain raw mateiials 
and components for electronics industry 
fiom the existing iates to 55 per cent ad 
valorem; additional (countervailing) duty 
would be leviable only on items classi¬ 
fiable under Central Excise Tariff item 
No 68. 

Important Changes 

The other important changes under 
customs include: 

(a) fixing of specific duty at Rs 825 
per tonne (basic plus auxiliary) on news¬ 
print imported for printing of newspapers 
books and periodicals as against the 
existing import duty of 15 per cent ad 
valorem; 
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(b) total exemption from 

duty on two fertilizers, namely, calcium, 
ammonium nitrate and ammonium sul- 
phate, 

(c) total exemption from the import 
duty of 80 percent ad valorem (basic 
plus auxiliary) on certain specified bulk 
drugs used in the manufacture of life¬ 
saving drugs and medicines; 

(d) reduction in the import duty (basic 
plus auxiliary) on internal combustion 
piston engines and parts for power tillers 
from 125 per cent ad valorem to 
50 per cent ad valorem and extending 
similar concession to parts of such engi¬ 
nes imported for manufacture of such 
engines for power tillers: 

(e) rationalisation in specifications 
relating to (lash point and smoke point, 
etc. in respect of certain petroleum pro¬ 
ducts such as kerosene, high speed diesel 
oil, etc. 

FTZ Units 

The industrial units in the free trade 
zones have been allowed to release 25 
per cent of their output for the domestic 
market on payment of appropriate duties. 

The scaling up of the auxiliary duty of 
customs indisputably will raise the cost 
of the concerned import items. But 
since the import policy in general is en¬ 
visaged to be kept liberal, this step can \ 
help contain imports through the pricing 
mechanism. The impact of this increase 
of course, will be diffused over a period 
of time. The other increases in customs 
duties apparently are aimed encouraging 
domestic production. The modifications 
made in the customs levy on cement have 
been necessitated by the introduction of 
dual pricing system for this industry. 
Newsprint imports need not cost more 
due to the change-over from ad valorem 
import to specific duty. In fact, specific 
duty may lead to some reduction in the 
incidence in a situation of rising prices 
of the product abroad. The other reliefs 
provided are quite judicious. They are 
aimed at assisting the farming community 
and increasing the output of life-saving 
drugs. 

The resource mobilisation effort of 
Mr Mukherjee under excise levies, indeed 
has been moderate. The modifications 
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Inflected will yield a net additional reve¬ 
nue of Rs 196.18 crores, including the 
ifceceipts from the additional excise in 
lieu of sales tax. Another Rs 2.3 crores 
will accrue under the Medicinal and 
;Toilet Preparations (Excise Duties) Act. 
Excluding the receipts under this Act 
and the additional excise duty in lieu of 
sales tax, the proceeds of which will en¬ 
tirely go to the states and union territo¬ 
ries, the net additional burden proposed 
by the Finance Minister is just around 
Rs 161.81 crores to be shared by the 
centre to the tune of Rs 96.2 crores, by 
the states to the order of Rs 64.72 crores 
and the union territories to the extent of 
Rs 79 lakhs The total additional benefit 
to the states from the changes in the 
excise levies will be around Rs 102.28 
crores. 

Bulk of the additional revenue under 
excise will result from just one item- 
cement; it will amount to Rs 158.73 cro¬ 
res. The additional excise levy in lieu of 
sales tax on textiles and textile articles 
will yield another Rs 34.32 crores. But 
the overall additional revenue from the 
duties affecting the textile industry will 


be around Rs 22 crores* The other signi¬ 
ficant proposals at raising revenue under 
this head concern plastics (Rs 8.6 crores 
net), glass and glassware (Rs 3.75 crores), 
zinc and lead (Rs 5.56 crores), certain 
electronics items (Rs 4.46 crores), and 
paper and paper board and articles made 
thereof (Rs 4.17 crores). 

The incidence of excise on cement has 
been increased substantially with a view 
to mopping up the undue profits being 
made by middlemen. While the excise 
ceiling has been stepped up from Rs 100 
to Rs 200 per tonne the effective levy on 
ordinary Portland cement, pozzolana 
cement, blast furnace slag cement and 
masonry cement has been raised from 
Rs 71.5 to Rs 135 per tonne. Waterproof 
(hydrophobic) cement has been subjected 
to a duty of Rs 167 per tonne, as against 
Rs 94 hitherto. The duty on rapid harden¬ 
ing cement, low-heat cement and high 
strength ordinary Portland cement has 
been increased to Rs 164 from Rs 91 per 
tonne. Cement manufactured by mini 
plants will attract a duty of Rs 100 per 
tonne, as against Rs 32.50. 

As a consequence, whereas the price 


■ - ■ ■ 1 ■ p v ■ 1 1 ■ v ,*■ x v t -f.*•-n*• v *%$ {; v 

of ordinary cement hasgonitp bf about 
Rs 3.175 per bag of 50 kg (to ftomclvhat 
larger extent in the case of expansive 
and special varieties of cement), the black 
market price should go down consider¬ 
ably following the decision to introduce 
duel pricing system for this industry. 
Under it, production from the existing 
plants to the extent of 66.66 per cent of 
the installed capacity and the output from 
the new plants coming into operation 
from January 1, 1982, upto 50 per cent 
of the installed capacity is to be made 
available to the Government as levy. The 
balance yield has been allowed to be sold 
in the free market. Several provisions 
have been made in the scheme to take 
care of problems created by factors be¬ 
yond the control of management or in¬ 
herent in the case of new plants. For 
instance, if the power cut for a cement 
plant is more than 30 per cent, which will 
result in capacity utilisation to less than 
70 per cent, the levy content will be 
calculated on the basis of actual produc¬ 
tion instead of capacity utilisation. The 
industry, of course, will have to take care 
of such other factors as industrial un- 
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rlwt lila&quate coal su^pltes by rail and 
power breakdown and power cuts up to 
30 per cent* In such cases, no relaxation 
is to be provided for the supply of levy 
cement according to the capacity utilisa¬ 
tion formula. In respect of new units 
it is recognised that they may not be able 
to utilise capacity to more than 75 per 
cent in the first year and 85 per cent in 
the second year. Full capacity utilisation 
will result only in the third year. During 
the first two years, therefore, the levy 
content will be calculated as 50 per cent 
of actual production. Capacity utilisation 
criterion will become operative from the 
third year or earlier if it is possible to 
utilise full capacity. 

Cement Capacity 

Nearly seven million tonnes additional 
capacity is expected to accrue in the 
cement industry during 1982. With the 
envisaged impoits of around two million 
tonnes, the total supply is anticipated to 
go up to 27 million tonnes from about 
22 million tonnes in 1981. Of this, about 
10 million tonnes will be available in the 
open market, 17 million tonnes being the 
target for the procure cement under levy. 
This is expected to bring down the open 
market price of ordinary cement to 
around Rs 65 per bag in Delhi, Rs 65/68 
in Bombay, Rs 52/54 in Tamilnadu and 
Rs 70 in Calcutta. The free-sale prices 
are expected to be contained by judicio¬ 
usly arranging the sales of imported 
cement. The difference in the open mar* 
ket prices indicated above results from 
the fact that the freight equalisation fund 
has been abolished and actual freight will 
have to be paid by consumers from 
supply centres. The dual pricing system 
is anticipated to put the cement industry 
on a sounder footing through enabling 
it to generate internally sufficient funds 
for modernisation and expansion. The 
system of allotment of cement against 
foreign exchange on a preferential basis 
has been discontinued. 

The increased cement price as also the 
stepping up of the excise duty of flush 
doors, improved wood and articles of 
improved wood from 8 per cent to 20 per 
cent ad valorem are bound to be reflected 
in higher construction costs. But signi¬ 
ficantly enough, the standard deduction 


for income-tax purposes for the first five 
years in the case of new houses has been 
increased to Rs 3,6C0 per annum from 
Rs 2,400. For low-cost housing and fac¬ 
tory sheds for small-scale industries, etc. 
cement is proposed to be made available 
from the levy quota. 

While the growth of the electronics 
industry in general is to be encouraged 
through raising the basic customs duty 
on such items as computers, calculating 
machines, accounting machines, cash 
registers and certain electronic sub- 
assemblies and lowering the import duty 
on 45 new irems of capital equipment 
and 13 new items of raw materials and 
components used by this industry, the 
expensive goods favoured by the affluent 
have been subjected to 25 per cent ad 
valorem basic excise duty as against 8 
per cent hitherto. These items include 
video cassette recorders and re producers, 
television cameras and video cameras, 
blank and recorded video and audio tapes 
of the spool and cassette types and video 
discs. The basic excise on electronic 
machines for games of skill or chance 
has been raised to 40 per cent. 


Excise levies have been rationalised on 
some petroleum products, rubber pro¬ 
ducts, aluminium and electric motors 
without much revenue significance. Duties 
have been restructured with some revenue 
significance in respect of plastic products, 
plywood, paper and paper boards and 
their products, man-made fibres and tex¬ 
tiles, flat glass, lighters, bidis, tyres, 
matches and electric batteries. This ha# 
been done either to avoid hardship of thfe, 
small-scale manufacturers, (the loss ojfc 
revenue being made up through stepping! 
up the levies on superior or on highe# 
valued categories or allied products) of-,, 
as an anti-tax avoidance measure. | 

The case of textile industry, how® 
ever, is different. Here the idea is to en*'f 
courage consumption of blended fabric#^ 
and to promote the production of blend# 
of desirable proportions and to discou® 
rage blends which do not really setv#^ 
the intended purpose. The restructuring;; 
of duties has been done at all the thre# 
stages—yarn-making, weaving and prdsjj 
cessing. It, however, remains to be seetf j 
how far this rationalisation will h$l# 
solve the problems of the industry whicl^ 
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is currently facing serious consumer 
| resistance. It is claimed that price of 
I some blended fabrics should record small 
decline. This, however, has been con¬ 
tested by the industry circles. In fact, the 
additional revenue accruing from excise 
levies on the textile industry itself is an 
indication of the incidence going up in¬ 
stead of decreasing. Then there is the in¬ 
creased cost which the industry will have 
to incur on imported materials as a 
sequel to the raising of the auxiliary cus¬ 
toms duties. It has been contended that 
the increase of two per cent in excise 
duty on blended cloth will task away the 
benefit of lower yarn duties. The increase 
in excise on acrylic fibre will make syn- 
thetic wool manufactures more expen- 
* sive. The raise in the duty on viscose 
fibre will increase the prices of lungies 
and sarees used by the poor. 

Some Anomalies 

Some anomalies in the excise structure 
on textiles have also been pointed out by 
industry. For instance, twist and threads 
are defined as yams in the case of wool 
and cotton but not in the case of flax, 
ramie and blends. Rags and fents of 
cotton are cleared at lower-rates but not 
those made of flax or ramie. Duty con¬ 
cessions on blended yarn extend only 
to polyester blended with cotton ot vis¬ 
cose and not many other fibres like wool, 
t silk and flax. 

The most important proposal under 
the excise head, of course, is the grant of 
duty concession during the 12 monhs to 
February 28 next year on extra produc¬ 
tion of 38 items. This has been done as 
the current year has been designated as 
the productivity year and increase in 
production from domestic sources is con¬ 
sidered imperative as an import subs¬ 
titution measure. A specific scheme is to 
be formulated for this purpose which will 
cover soda ash; caustic soda, caustic 
potash; various chemicals; glycerine; 
synthetic organic products; acids (hydro¬ 
chloride and sulphuric); gases (oxygen, 
chlorine, ammonia, carbon dioxide, acety¬ 
lene); fertilisers calcium ammonium 
nitrate and ammonium sulphate); arti¬ 
ficial or synthetic resins; organic surface 
active agents; man-made fibres and fila¬ 
ment yarns; carbon black; rubber pro¬ 


cessing chemicals; transmission and con¬ 
veyor bells; steel ingots (manufactured 
in integrated ore based steel plants); 
copper (primary producers); zinc (pri¬ 
mary producers); tin plates and tinned 
sheets: I.C. engines; electric motors; 
power-driven pumps; motor starters; 
electric batteries; wires and cables; two 
and three wheeled motor vehicles, light, 
medium and heavy commercial vehicles, 
jeeps (but excluding saloon cars), trac¬ 
tors and work-trucks; weighing machines, 


rolling bearings, welding electrodes; 
coated abrasives and grinding wheels; 
tools; tool tips; wire ropes; graphite 
electrodes; and tyres and tubes (including 
flaps). 

The benefit of the scheme will accrue 
only in cases where the production in 
the 12 months to February 28 next year 
will exceed 110 per cent of the output, 
during the 12 months to February 28, 
1982. The duty concession would be 20 
per cent in respect of goods carrying 


Resources Transferred to State and Union Territory 
Governments 

(In crorcs of Rupees) 



1981-82 

Budget 

1981-82 

Revised 

1982-83 

Budget 

1. States'Share of Taxes & Duties 4131 

4274 

Aim 

Union Excise Duties 

3085 

3240 

3659 

Income Tax 

1029 

1017 

1106 

Estate Duty 

13 

16 

14 

Hotel Receipts Tax 

4 

1 


2. Statutory and Other Transfers 

836 

1054 

1183 

Grants 

534 

552 

581 

E oans 

302 

502 

602 

3. Assistance for Development 

1132 

1235 

I29J 

outside Plan -— - - 

Grants 114 123 134 

Loans 

1018 

1112 

1157 

4. Assistance for State and 

Union Territory Plans 

3064 

3168 

3537* 

Grants 

1198 

1280 

1443 

Loans 

1866 

1888 

2094 

5. Assistance for Central & 

Centrally sponsored Plan 

Schemes 

1055 

1032 

1210 

Grants 

922 

922 

1090 

Loans 

133 

110 

120 

6. Total Grants and Loans 

12+3+4+5) 

6087 

6489 

7221 

Grants 

2768 

2877 

3248 

Loans 

3319 

3612 

3973 

7. Less Recovery of Loans and 

Advances 

1177 

1368 

1643 

Net Resources Transferred to 
State and Union Territory 
Governments (1 i 6—7) 

9041 

9395 

10357 


£In addition the receipts accruing to States from the proposed 
amendment to Medicinal and Toilet Preparations (Excise 
Duties) Act are estimated at Rs. 2.25 crores. 

*In addition, in the Budget for 1982-83 Rs 258 crorcs are 
provided for Plan outlay of Union territories without Legis¬ 
lature, Rs 47 crores for Plan schemes of the North Eastern 
Council and Rs 160 crores for the Rural Electrification 
Corporation. Thus, the total provision in the Budget for 
1982-83 for assistance towards State and Union territory 
Plans amounts to Rs 4002 crores. 


, SPEC!At BUDGET NUMBER 
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t>asic excise duty of 20’ per cent ad 
Valorem or less and 10 per cent of the 
duty in other eases. The amount so com¬ 
puted for the whole period would be 
given as credit which may be utilised for 
payment of central excise duty during 
1983-84. As most of the items covered 
tinder the scheme are basic raw materi¬ 
als and important industrial inputs, their 
increased supply from indigenous sources 
Should help boost industrial production 
In general, specially when the power sup¬ 
ply position is expected to be significantly 
better next year and concerted efforts are 
being made to further improve infrastruc¬ 
ture facilities. The scheme implies to 
some extent advance collection of the 
excise payable next year, but this mecha¬ 
nism has been devised for administrative 
convenience. The scheme will also apply 
to small-scale manufacturers who actual¬ 
ly pay excise duty. 

Relief has been granted from excise 
levies in the case of several items, parti¬ 
cularly of interest to the students com¬ 
munity and the disabled. Seme items of 
common use too has been included in 
this category. Excise has been withdrawn 
from pencils; erasors; pens including ball 
point pens and refills; laboratory glass¬ 


ware; enamelware; candles, tooth bru¬ 
shes; spectacles and spectacle frames; 
water filters of capacity not exceeding 
40 litres; hand pumps; helmets: thermos 
flasks and parts; one-day alarm clocks; 
domestic water filters; Braille typewriters 
and invalid carriages. Excise duty on 
specified fruits and vegetable prepara¬ 
tions has been reduced to 10 per cent ad 
valorem from IS per cent ad valorem. 
The duty exemption limit for footwear 
has been increased to Rs 30 per pair from 
Rs 15. Low density polythelene film and 
paper used by the Indian Dairy Corpo¬ 
ration in the manufacture of paper packs 
has been exempted from excise. The con¬ 
cessional duty available for mopeds of 
engine capacity upto 75 cc has been ex¬ 
tended to mopeds of engine capacity 
100 cc. 

Yet another important modification 
made in this sphere is the amending of 
section 4 of the Central Excises & Salt 
Act to make it clear that in computing 
the amount of duty of excise deductable 
from the cum-duty price, the effective 
amount of duty of excise payable on the 
goods under assessment shall alone be 
taken into account. This amendment is 
to be given effect to retrospectively from 


r 'I , v'i * 

October 1, 1975 to obvtote fraetthm 
Some excise rules have been made more 
explicit. 

In sum, the taxation proposals of Mr 
Mukhcrjee have been designed to encou¬ 
rage savings and investment, boost pro¬ 
duction and mitigate pressures on balance 
of payments and the price-line. Some 
modifications in excise and customs duties 
arc bound to exert cost-push inflationary 
influence, but that is likely to be very 
limited. The endeavours to be continu¬ 
ed for containing credit and deficit finan¬ 
cing should have a salutary impact on 
the price-line, especially when produc¬ 
tion is to be encouraged. The proposed 
drawing down of the foreign exchange 
reserves to about Rs 2,000 crores too 
should augment supplies—th rough im- 
poits. While Mr Mukherjee has failed 
to fulfil the expectations of the middle 
income groups and the corporate sector 
tor direct relief to them, they can find 
some consolation in the fact that he has 
been sparing in adding to their woes. 
Some indirect reliefs have been provided 
to the middle income groups as well as to 
coiporate entities which, if availed of, 
can even lighten the tax burden on them 
to some extent. 
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National Debt: Rising Servicing Cost 


Internal Debt 

Internal debt is made up of Joans rais¬ 
ed in the open market, compensation 
and other bonds, and 15-year annuity 
certificates* It also includes borrowings 
of a temporary nature such as treasury 
bills issued to Reserve Bank, State 
Governments, commercial banks and 
other parties, as well as non-negotiable, 
non-interest bearing securities issued to 
international financial institutions like 
the International Monetary Fund, Inter¬ 
national Bank for Reconstruction and 
Development, International Development 
Association, International Fund for Agri¬ 
cultural Development and Asian Deve¬ 
lopment Bank. The public debt out¬ 
standing at the beginning of the first five 
year plan and at the close of second, 
third and fifth Five Year Plans and that 
estimated to be outstanding at the close 
of 1981-82 and J982-83 is given below. 
The amounts outstanding exhibit the 
liability of the Government as repre¬ 
sented by the face value of the outstand¬ 
ing debt. 

Growth of Internal Debt 


(Rs crores) 


1950-51 

2,022.30 

1960-61 

3,978.00 

1965-66 

5,416.64 

1977-78 

19,025.25 

1981-82 

35,726.32 

1982-83 

413,256.52 


The growth of internal debt between 
1950-51 to 1965-66, a period of nearly 15 
years, was fairly steady. The internal 
debt increased during these years by near¬ 
ly 120 per cent. But the next 12 years 
from 1965-66 to 1977-78 witnessed a rapid 
rise, when it increased by more than 300 
per cent over a period of 12 years. Ac¬ 
tual increase during the 12 years was 
nearly Rs 13,500 crores. 

The growth of internal debt continued 


Hordev Singh 

unabated and touched still larger 
figure of Rs 35,706 crores showing a rise 
of more than Rs 16,000 crores over a pe¬ 
riod of four years. The amount out¬ 
standing at the end of March, 1982 has 
been placed at Rs 35,726 crores which 
may rise to Rs 41,325 crores, towards 
the end of March 1983. 

Breakdown Figures 

The explanatory memorandum shows 
that the single largest amount of 
Rs 10,825 crores has been provided for 
industry and minerals followed by deve¬ 
lopment of railways which claimed more 
than Rs 6,700 crores. Defence Services 
(Rs 4,100 crores) water and power deve¬ 
lopment (Rs 2,280 crores) are other larger 
claimants. It may be pointed out that 
all these sector have made progressive 
claims on resources with the only diffe¬ 
rence that the investment on agricultural 
and allied services has tended to be with¬ 
in limits and that for medical public 
health and water supply has been negligi¬ 
ble. It may be stated that family plan¬ 
ning is one area where the Government 
can legitimately spend much larger funds 
to achieve the targets laid down through 
substantial incentives including cash 
incentives to needy poor, because this is 
one area where returns, though invisible, 
are bound to be progressively high. 

The opinion has been expressed that 
internal borrowings which include ftinds 
raised by way of statutory deposits from 
the banks received at lower rates amount 
to disguised taxation because the banks 
gather their deposits by paying high rates 
of interest which range between 7 and 
10 per cent. The Government on the 
other hand has been able to secure these 
funds through statutory deposits at lower 
rates. In other words, the preference 
received by the Government in terms of 
rates of interests amount to securing 
subsidised fluids or in other words dis¬ 
guised taxation. 

The internal debt entailed an interest 
fas* > 


burden of Rs 1,071 crores in 1979-fc0 
and Rs 1,365 crores in 1980-81. For th# 
current year this burden is estimated at 
Rs 1,691 crores. The Finance Minis!#: 
has assured that the outstanding internal 
debt roughly equals investments in capi*; 
tal assets and the Centra! loans to State 
Governments, public sector undertaking^/ 
and the cooperative sector. The Govern* \ 
ment, he added, did not feel any neces* ; 
sity to put a ceiling on internal debt, but 
it had no objection to considering tM / 
issue. The above-mentioned internal} 
debt does not include the mobilisation / 
of small savings, the outstandings in re<■ > 
gard to which at the end of 1980-8f:J- 
aggregated to Rs 7,955 crores. y 

The Government is also liable to re* y 
pay the outstandings against the variootf ,'f 
small savings schemes, provident funds*> <; 
deposits under the special deposit schemed 
and income-tax annuity deposits schemes* i 
depreciation and other interest bearing i 
reserve funds of departments like rail* :: 
ways and posts and telegraphs; and cef- ; 
tain other deposits of income-tax, super*’ 
tax etc, deposits of local funds and civil';; 
deposits. 

External Debt 

v, 

External debt, at the time of launching'; 
of the First Five-Year Plan in 1950-51; 
was negligible at Rs 32.03 crores am# 
during the next decade the increase wasy 
gradual with the figure rising to Rs 760/ 
crores. After that came the period of '/ 
development of the heavy industry and/ 
there was stress on modernisation of 
agriculture involving large loans from . 
the USA, Soviet Union and other ad- . 
vanced countries. The external debt- 
which increase to Rs 2590 crores by / 
1965-66 went up to a large figure of 
nearly 9000 crores in 1977-78. The ex* 
ternal debt is expected to be around 
Rs 13,292 crores towards the end of/ 
March 1983. 

The United States of America has play- 
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ed a distinctive role in Indian economic 
development by offering loans to the 
extent of Rs 4363 crores. It may be ad¬ 
ded that Soviet Union was the next im¬ 
portant country with loans of R$ 1538 
crores. West Germany with Rs 1229 
crores, the UK with Rs 1193 crores and 
Japan with Rs 936 crores are other im¬ 
portant lenders. Large loans have been 
drawn from the World Bank and its 
associate, International Development 
Association, which have offered Rs 1213 
crores and Rs 6985 crores, respectively. 

Even if the repayment terms of these 
loans are fairly attractive, there is no 
doubt that repayment of all these loans 
will involve considerable amount in the 
near future. The* Union Minister for 
Finance, Mr Pranab Mukherjec, at a re¬ 
cent meeting of the Consultative Com¬ 
mittee of Parliament attached to his 
ministry, rightly stress the efficient utili¬ 
sation of external borrowings. 

The servicing of this debt in the com¬ 
ing years is bound to cause concern 
owing to a steady decline in the avail¬ 
ability of assistance from the Internal 
Development Association (IDA), neces¬ 
sitating resort to costlier credit. 

IDA Aid 

The assistance from the IDA is likely 
to go down this yeai to $840 million from 
$1,600 million received annually in recent 
years. Part of this reduction will be 
offset by increased lending by the Inter¬ 
national Bank for Reconstruction and 
Development (IBRD), The overall assis¬ 
tance available from World Bank sources 
this year, however, may aggregate to 
$1,900 million—about $200 million less 
than anticipated. This new mix undoub¬ 
tedly will raise the debt servicing burden. 
Assistance from the IDA does not carry 
interest; only an annual service charge 
of 0.75 per cent is levied. It is repayable 
in 80 semi-annual instalments after a 
moratorium of 10 years. 

The aid from the IBRD, on the other 
hand, carries interest around 11.5 per 
cent per annum and is repayable over 10 
to 30 years, including a grace period of 
three to 10 years. The debt servicing 
burden, thus, will go up not only because 
.of the interest charges on higher borrow¬ 
ings from the IBRD but also due to the 


shorter maturing of this aid. At present, 
the external debt is predominantly of 
long maturity and entails low interest 
burden, averaging to less than two per 
cent. 

Limited Assistance 

The cut in assistance from the IDA, 
official sources of course point out, may 
be limited to the World Bank's fiscal 
year 1982. It has been necessitated by 
the failure of the United States to fuffil 
its commitment in regard to the sixth 
replenishment of IDA resources, which 
has resulted in a shortfaall of $1.6 mil¬ 
lion in these resources. To some extent, 
the cut is being enforced also in view of 
the need for making available some larger 
funds to the sub-Saharan African coun¬ 
tries to which, the World Bank feels, 
other sources of borrowings are not 
available as their creditworthiness is low. 
It is hoped that the reduction in assis¬ 
tance from the IDA this year will be 
made up next year if the committed 
funds under the sixth replenishment are 
fully raised. The IDA-VI, on current 
assessment, remains a three-year pro¬ 
gramme. 

From the longer-term point of view, 
however, the assistance from the IDA is 
bound to go down. The people's Republic 
of China will be sharing assistance out 
of the next (seventh) replenishment of the 
IDA. In the IDA-VI period, it is being 
provided aid only out of the profits being 
transferred by the IBRD to the IDA. 
The change in the mix of assistance from 
the World Bank, thus, would have its full 
impact on us a couple of years hence. 
Th* debt servicing burden then should go 
up substantially. It will increase to some 
extent in the meantime on another count, 
i.e. the drawals out of the SDRs 5 billion 
accommodation secured recently from 
the International Monetary Fund. 

The dimming prospects of aid from the 
IDA and also from the IBRD will neces¬ 
sitate greater resort to commercial bor¬ 
rowings abroad. The interest on these 
funds is even higher than that on the 
assistance from the IBRD. 

Significantly enough, however, the 
Finance Minister has assured that com¬ 
mercial loans would be taken only for 


viable projects which generate 'itffr 
pluses needed to repay them, ' 

Currently, the burden of servicing the 
external debt is not considered high. It 
amounted to 11.23 per cent of our com¬ 
modity export earnings in 1979-80. This 
percentage declined to 10.65 last year. 
The outstanding external debt at the end 
of March last aggregated to Rs 11,316 
crores. The debt servicing liability, 
which in 1979-80 amounted to Rs 721 
crores, fell to Rs 714 crores last year. 
It is estimated to be around Rs 760 cro¬ 
res this year. Projection reveal that the 
repayment and interest burden of the 
existing external debt will go up to Rs 844 
crores next year. It will be of the order 
of Rs 809 crores in 1983-84 and Rs 775 

Growth of External Debt 


(Rs crores) 


1950-51 

1960-61 

1965-66 

1977-78 

1981- 82 

1982- 83 


32.03 

760.96 

2,590.62 

8,984.74 

11,820.46 

13,292.73 


crores in 1984-85. The subsequent two 
years will witness increase in liability to 
Rs 903 crores and Rs 908 crores. These 
calculations do not take into account the 
liability arising out of the recent IMF 
accommodations as well as further Joans 
which may be raised abroad. 

Mr Mukherjee has emphasised rightly 
that the capacity to raise external loans 
and to repay them depends on healthy 
export growth and efficient import substi¬ 
tution. 


r 

NOTICE 

M/s. Macmillan India Ltd*. 
2/10, Ansari Road, Daryaganj, 
New Delhi-110002 have been 
appointed as Speclsl Agent for 
EASTERN ECONOMIST. 

Chief Executive 




EASTERN ECONOMIST 


666 




Budget Reaction» 


Central Budget: An Analysis 

Or H. R. Machlraju 


The budget for 1982-83 anticipates that 
the aggregate receipts would amount 
to Rs 27,134 crores at the current rates 
of taxation as against disbursements of 
Rs 29,219 crores, resulting in an over¬ 
all deficit of Rs 2085 crores. Of the 
receipts, tax revenues show the maximum 
buoyancy (increase of 12.4 per cent in 
1982-83) followed by non-tax revenues 
(8.7 per cent) and capital receipts (5.5 
I per cent). Aggregate disbursements are 
estimated to show an increase of 10 per 
cent in 1982-83. Of the disbursements 
the step up in Central Plan outlay from 
budgetary resources (up from Rs 6,776 
crores in 1981-82 to Rs 7,343 crores in 
1982-83), lump sum provision of Rs 350 
crores for additional dearness allowance 
to Central Government employees and 
step up in subsidies (food subsidy up 
from Rs 650 crores in 1981-82 to Rs 700 
crores in 1982-83 and fertilizer subsidy 
up from Rs 275 crores to Rs 350 crores) 
mainly account for the increase. 

Additional Taxes 

The deficit* in 1982-83 is proposed to 
be partly covered by additional tax 
measures estimated to yield Rs 470 crores 
and receipts from the sale of capital in¬ 
vestment bonds of Rs 250 crores. It may 
be mentioned that as against the Sixth 
Plan target of Rs 12,290 crores of addi¬ 
tional resource mobilisation by Centre, 
Rs 5,140 crores are expected to be con¬ 
tributed by taxation. In the first three 
years of the Sixth Plan the Centre has 
introduced measures estimated to yield 
about Rs 4,000 crores (Rs 199 crores in 

1980-81, Rs 271.11 crores in 1981-82, 
(Rs *300.50 crores in a full year) and 
Rs 470 crores in 1982-83. Rs 487.60 


* Budgetary deficit is measured by (i) net in¬ 
crease/decrease in outstanding treasury bills, 
and (ii) withdrawal from/addition to cash 
balances. 

Note: All references to 1981-82 are to revised 
estimates and 1982-83 to budget esti¬ 
mates, 
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crores in a full year) over the five year 
period and meeting 77.8 per cent of the 
five-year target. 

The budget deficit of Rs 1,365 crores 
estimated for 1982-83 after taking credit 
for additional measures of Rs 720 crores 
is much less as compared to the overall 
deficits of Rs 1,700 crores in 1981-82, 
Rs 1,506 crores in 1978-79, Rs 2,474 
crores in 1979-80 and Rs 2,577 crores in 

1980- 81. 

Matter of Concern 

The budget for the ensuing fiscal year 
follows the pattern set in 1981-82 of re¬ 
ducing the rate at which net public dis¬ 
posable income is diverted to consump¬ 
tion. It has been a matter of consider¬ 
able concern that savings of the public 
sector as a proportion of national income 
have been declining. Even in absolute 
terms they were much lower than in 1976- 
77, in 1977-78, 1979-80 and 1980-81. 
Data in regard to increase in total re¬ 
venue expenditure and revenue at 9.6 
per cent and 19.8 per cent respectively 
in 1981-82 show that the gap between 
increase in the rate of expenditure is 
lower than revenue thereby indicating 
that deterioration has been arrested if not 
reversed. In regard to 1982-83 the in¬ 
crease in revenue of 11.4 per cent at 
current rates of taxation however falls 
short of the increase of 14.3 per cent in 
expenditure. Even after taking credit for 
additional taxation of Rs 470 crores 
leading to an increase in revenue of 14.6 
per cent, the gap between the increase 
in revenue and expenditure is much nar¬ 
rower than in 1981-82. 

Certain provisions in the budget for 
1982-83 may be noted which may be use¬ 
ful for discussion at a later stage. First 
receipts : Receipts under Customs : 
Imports show only an increase of 
11.5 per cent against 21.5 per cent in 

1981- 82. Even the annual average for 
the last four years comes to about 28.5 

667 


per cent. Excise duties are also esti¬ 
mated to show an increase of 11 per cent 
only in 1982-83 as against 15.4 per cent 
last year. Rut if we take the average 
growth for the past four years, the esti¬ 
mate is all right. j 

Expenditure on Central Plan for 1982- j 
83 at Rs 7343 crores shows an increase j 
of 8.4 per cent over 1981-82 provision of 
Rs 6776 crores. The increase in plan 
expenditure of 8.4 per cent falls short of 
the increase in aggregate disbursement 
of 10 per cent in 1982-83. The total ex* ■ 
penditure on Central Plan financed out 
of budgetary resources has amounted to 
Rs 20,428 crores between 1980-81 and 

1982-83. 

Development Expenditure 

Provision for development expenditure j 
on revenue and capital accounts of 
Rs 8,682 crores in 1982*83 shows an in- , 
crease of 7.9 per cent over the previous ; 
year; non-development expenditure of 
Rs 6,490 crores in 1982-83 shows an in- ? 
crease of 24.6 per cent over 1981-82; de¬ 
fence expenditure of Rs 5,100 crores 
shows an increase of 10.9 per cent over : 
the previous year; and central assistance 
(grants and loans) for plan and non-plan ; 
purposes and under the Constitution to■ 
States and Union Territory Governments V 
at Rs 8,948 crores in 1982-83 show a 
nominal increase of2.9 per cent over- 
1981-82. 

The increase in development expendi¬ 
ture provided in the budget for 1982-83* 
is accounted by increase in plan expendi¬ 
ture mainly on energy and transport, 
sectors, 20-Point Programme, step up ip. 
cash compensatory support and market 
development assistance for exports and 
step up in subsidies on fertilizer and food 
by Rs 125 crores. The increase in non-^ 
development expenditure of Rs 1282 
crores is mainly accounted by provision 
of additional dearness allowance of Rs 350 
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jjjferorcs and step up in interest payments 
/by Rs 600 crores. 

Of the development expenditure special 
; mention may be made of subsidies. Food 
and fertilizer subsidies are included 
under development expenditure under 
agriculture and industries respectively. 

. The subsidies together account for 
Rs 1,050 crores in 1982-83 and constitute 
3.6 per cent of aggregate disbursements. 
The reduction of subsidies is actually 
taken as a resource in the Sixth Plan 
document. On the other hand these two 
subsidies account for Rs 2,841 crores 
over the first three years of the Sixth 
Plan. The Sixth Plan took credit for 
Rs 3,250 crores from reduction of sub¬ 
sidies under additional resources mobili¬ 
sation. 

The budget provides under the Central 
Plan for the National Rural Employment 
Programmes Rs 190 crores which would 
be matched by an equal provision by the 
States. The effectiveness of these em- 
, ployment schemes to solve the poverty 
problem has to be assessed. These schemes 


generate income during their currency by 
hiring the rural poor. But what hap¬ 
pens after the grant is exhausted ? How 
many community assets created under 
these schemes endure ? The concept of 
employment and wage is really not rele¬ 
vant for making life meaningful for our 
rural poor. What they need are schemes, 
activities and things-to~do which involve 
them in producing something for the 
market. The concept of ‘grih-udyog' 
which involves the poor on a more or less 
continuous activity is what is called for. 
Identification of production opportu¬ 
nities, organising production, storage, 
marketing and credit are the aspects in¬ 
volved in uplifting poor. We really can¬ 
not afford to fritter any our scarce resour¬ 
ces on digging and filling holes. Further 
such employment schemes add to money 
demand without augmenting output. 
Unless wc integrate poor into productive 
activity and help them to add to the total 
supply of goods and services the twin 
problems of poverty and generation of ex¬ 
cessive monetary demand cannot be solved. 


The provision on defence wmcl bit 
been stepped up by 10.9 percent in 1982* 
83 is necessary in the critical interna¬ 
tional political climate in which we find 
our sub-continent. 

It may be however noted that defence 
expenditure has been more or less 
doubling every four years. While a part 
of this may be accounted for by the need 
for modernisation of the armed forces 
with the latest weaponry and delivery 
systems, the position in regard to obtain¬ 
ing the maximum value for each rupee 
spent on defence is not quite clear. The 
same level of expenditure could be used 
for financing different combinations of 
different wings of the armed forces, 
weaponry and delivery systems. Such 
combinations and alternative deployment 
possibilities if explored (may be, these 
exercises arc probably done), would give 
us maximum efficiency for a given level 
of expenditure on defence. The other 
related question in regard to defence ex¬ 
penditure is the question of fostering an 
unified productive network backed by 





idf, 


Breakthrcugh for the 
metallurgivjd fnuusoy: 

higii performance > 
^ refractories 
for induction-holding 
furnaces * 


induction-holding pudo possible h Carborundum 

Universal's Supt'iduty lefiuctones. , . 

r ...ini 2 l-t/pe inducti-l-hoidHg 
* , 1 . furnaces which produce lev. Iron 

IRIilRl and tit'hiove high productivity could not 
be introduced in India—fsr went of 
Stv i*: | eciel refractor! s 

Carboru ./im Universal ackled thia 
problem 

And they emerged with the answer: 
Superduty. 'vntories. Yhese could withstand 
the awesome, scaring effects of fast-moving 
iron at 1600°C. 24 hours a day and for 
months at a stretch-while protecting indue- i 
■ tion coils at the same time. 


1 .V.7 ?•> ~ 

glvj 

hflkk 


J What sets Carborundum Universal apart 

Not just making India's widest range of 
abrasives, super and electrocast refractories, 
but an awareness that wo provide something 
more: essential services... 

Not the wheel, but the precise dimension. 
Not the belt, but the finish. Not the heating 
element, but the exact firing temperature... 

All this involves technology uf the highest 
order. Creative technology. It's what Carbo¬ 
rundum Universal is all about. 

Carborundum Universal: 26 years of 
« making materials work for man 



CARBORUNDUM UNIVERBAL LTD. 

28. Rajsji Road. Madras - 600 001. r\ 





large R &t> outlays. As it is we have more 
or less parallel production networks for 
civilian and defence production. Their 
integration would constitute a large 
saving for the economy and research 
and development financed, may be from 
the budget, could benefit both the sec¬ 
tors—public as well as private. This 
point deserves consideration in view of 
the escalation in cost of imported tech¬ 
nology and also the nation's inability to 
afford the setting up of parallel pro¬ 
ductive networks. 

Finally, net loans from the Centre to 
States and Union Territories in 1982-83 
are estimated at Rs 3,768 crores as com¬ 
pared to Rs 4,132 crores in 1981-82. If 
we allow interest payment of Rs 1,036 
crores in 1982-83 by the States and 
Union Territory Governments, the net 
payment by Centre would amount only 
to Rs 2,732 crores as against Rs 3,234 
crores in 1981-82. 

The Central Budget lor 1982-83 has 
been presented in the context of an all¬ 
round improvement in the economy, it is 
rare in recent years that an occasion like 
this has presented itself. It is not one 
sector, agriculture, or industry or infras¬ 
tructure doing well but all in unison put¬ 
ting up a good show. Real national in¬ 
come increased by 7.0 per cent in 1980-81 
and estimated to have gone by 4.S per 
cent in 1981-82. Actually, if we take the 
last five years, rise in real national income 
is impressive. T n the current financial 
year there is considerable improvement 
on the price front and the increase in the 
quantity of money is really restrained. 

Respectable Position 

On the price front the rate of increase 
in wholesale prices has come down 
substantially for us to be able to say as a 
nation with pride that we have only a 
single digit inflation which is quite respec¬ 
table in the current international context. 
The growth in money supply (M A ) has 
also been restrained and the data for the 
current year (from April 11, 1981) upto 
January 9,1982 show only an increase of 
5.78 per cent. Finally, the stock market 
and the new issue market have been buo¬ 
yant. The index number of security 
prices for ordinary shares has gone up by 
22.8 per cent (up 11.5 per cent in 1980-81) 


in the current financial year (upto Janu¬ 
ary 16, 1982). New issues in the first 
six months of 1981 amounted to Rs 256.7 
crores as against Rs 156.7 crores in 1980, 
The only bleak feature in an otherwise 
bright economic horizon was the worsen¬ 
ing of our balance of trade position and 
depletion in our foreign exchange reser¬ 
ves. But these problems have been bold¬ 
ly met by the IMF loan and step up in 
indigenous production of oil reducing our 
dependence on imported oil in the very 
near future. 

Returning to the budget, we might say 
that the economic position of the country 
calls for a bold and imaginative budget. 
After all the budget is an instrument to 
transform our resources into economic 
activity and production. To exaggerate 
a little bit the current economic situa¬ 
tion affords an opportunity to keep the 
tryst with destiny Panditji dreamed about. 
But we have on the other hand proposals 
which, while in the right direction, are not 
of a size and magnitude to overcome the 
inertia and to give a momentum to the 
economy. 


Rate of Investment 

Our tasks today are to step up 
considerably the rate of investment in an 
atmosphere of price stability (assuming a 
single digit inflation rate is stable) pro¬ 
mote exports and achieve reasonable 
growth in income. We should have 
attempted to move forward by stepping 
up the rate of savings in the economy 
and by offering fiscal incentives and cash 
subsidies to industries in export sector 
and for import substitution in which wc 
have a comparative advantage internatio¬ 
nally and formulate a comprehensive 
policy in regard to the role of external 
sector in the Indian economy. 

First in regard to savings. Savings in 
the Indian economy after reaching a high 
level of 19.6 per cent of national income 
in 1978-79 have declined to 17,1 percent 
in 1979-80 and further to 17.00 per cent 
in 1980-81. The high rate of course wit¬ 
nessed in three years 1976-77, 1977-78 and 
1978-79 probably reflect the impact of 
remittances of Indians working abroad 
but the decline since then is more on 
account of the impact of inflation on 
savings. The ability of the households has 
been eroded in view of the large increase 


in prices experienced in 1979-80 and 
1980-81. The incentives offered for long ; 
term savings in the budget such as life 
insurance, provident fund contribution, 
cumulative time deposits (10-year$) in 
Post Offices and Unit-Linked Insurance 
by raising the proportion eligible for 
deduction from current income from 
Rs 5,000 to Rs 6,000 and the absolute > 
amount from Rs 30,000 to Rs 40,000 
really does not enlarge savings at a mag* ;|i 
nitude to step up the rate substantially. 4! 

. ■■ v 

Negative Phenomenon ^ 


Savings are a negative phenomenon, ^ 
What is not consumed is saved. The'i 
objective of tux policy should be to 
influence the decision to consume or no$|? 
to consume. The household can be 
suaded to abstain from consumption^ 
only if the rate of return is sufficiently^ 
high, first to offset the rise in prices 
second to reward the act of abstinence.^ 
This level may be reached if the interests 
rate is about 15 per cent or 18 per cental 
This implies that in working out tax coa*i$j 
cessions we should ensure that theittS 
dividual or household would get a returJtfJ 
of that magnitude. Bjj 

The current interest rate policy is not ^ 
really conducive to stepping up the ratqtj 
of savings. We may recall here the 
perience of other developing countries 
in Fast Asia and Latin America wi 

efforts to raise savings rates _^ 

large and dramatic increase in interest*} 
rates met with success. In this connfiQ«| 
tion, one often comes across the argu^ > 
ment in our country that high rates dip; 
interest impose a burden on the Govern*| 
ment as well as the corporate sector.* 
First the current low rate docs not reflect^ 
the scarcity of the capital. The rates 
the unorganised sector which are arouti^ 
25-30 per cent probably reflect bette$| 
scarcity of the capital in the economy.!* 
The present low rates while they facili¬ 
tate the servicing of debt by GovernmegJ^ 
lead to mis-allocation of resources in: 
view of the low cost of capital. They; 
argument that investment estimates 6$ 
the corporate sector would be adversely;., 
affected is not really valid. First interop 
rate is no index of the cost of borrowed 
funds because interest is tax deductible 
as cost while computing profits of thje 
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company* Second, the cheapness and 
low cost of borrowed funds (equity is 
gnore expensive) has been coming in the 
way of enlarging the equity base of the 
corporate sector. The predominance of 
debt in the capital structure of the com¬ 
pany gives rise to inability to face 
vicissitudes in demand for the product 
and leads often to cash insolvency, and 
sickness. 

Finally, the saver in this country who 
prefers among the financial institutions 
available to keep his savings in the 
banking system (78 per cent of financial 
assets in 1980-81) is really taken for a ride. 
Nowhere in the world is the margin bet¬ 
ween the deposit rate offered to the saver 
land the lending rate charged to the borro¬ 
wer so wide. There is a strong case for 
narrowing down this margin and raising 
the rates payable on savings and time 
deposits and reduce the margin which has 
been helping to cushion the inefficiency 
of the banking system. 

The budget proposals for exempting 
long term capital gains where the net 


consideration is invested by tax payer in 
a residential house should give a boost 
to housing especially in the context of 
decontrol of cement. 

The proposal for raising the limit of 
investment in equity shares of new indus¬ 
trial companies and companies engaged 
in providing long term finance for cons¬ 
truction or purchase of houses for resi¬ 
dential purposes from Rs 10,000 to 
Rs 20,000 should be extended to pui- 
chase of shares of existing companies. The 
maximum amount for purchase of shares 
of existing companies may however be 
subjected to the same monetary ceiling 
we have for contributions to financial 
assets such as life insurance and provi¬ 
dent funds. To ensure that the tax payeF 
stays locked in with his investment, es¬ 
pecially in shares of existing companies it 
may be insisted that he should hold such 
shares for five years. This would really 
give a fillip to a wide spectrum of shares 
instead of limiting active trading to a few 
chosen scrips. 

In regard to raising the rales of per¬ 


sonal taxation by 2\ per cent on slabs of 
60,001-70,000and 85,001-1,00,000 one may 
stale that the concessions for stimulating 
savings and investment may more or less 
cancel out the impact as far as progres¬ 
sion is concerned. 

The incentives provided in the budget 
in terms of excise relief for increased 
production of goods in 38 tariff items 
during March 1, 1982 and February 28, 
1983 and allowing 25 per cent of produc¬ 
tion of units in the free trade zones to be 
cleared into domestic tariff area are real¬ 
ly imaginative and are to be welcomed* i 
But in view of delays normally involved i 
in organising productive activity* , it is j 
doubtful whether the excise duty relief for 
increased production for a short period 
of 12 months would have any significant 
impact on industrial production. It may 
be worthwhile to offer it for a 36-month 
period. 

While on the subject of incentives, the . 
question of fostering development of f 
indigenous technology through liberal; 
fiscal incentives may be mentioned. Our 
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competitiveness in the international 
tafcrket depends not only on using 
modern methods but also adopting such 
methods at lowest cost. The present 
practice of importing technology by pay¬ 
ing exorbitant royalty is not contribut¬ 
ing to improving the competitiveness of 
Indian products in (he international 
market. Unless we develop the techno¬ 
logy domestically, our products will not 
be able to compete in the international 
markets. The competitive strength of 
the Japanese exports is derived mainly 
from the indigenous development of 
technology. In the short run one may 
buy technology from abroad but it would 
not impart competitive strength to pro¬ 
duction meant especially for exports. 
This aspect becomes more important in 
view of the liberalisation and opening up 
of our economy. When industries in 
USA such as steel and automobiles can¬ 
not face competition from Japan how 
can we, even in the case of other indus¬ 
tries, face competition. It maybe pointed 
chat weakness of US steel especially was 
due to low R&D rates in that industry. 
The problem can be met only if wc ear¬ 


mark large amounts for R &D and adopt 
suitable fiscal reliefs and cash subsidies 
for investment in productive processes. 

Finally, the role of external sector in 
the Indian economy has to be clarified 
in the context of international inter¬ 
dependence a la Brandt Commission, pro¬ 
tectionist postures of the advanced indus¬ 
trialised countries and shrinking of con¬ 
cessional international assistance. The 
options available to India and the cost 
thereof have to be evaluated. It is no 
longer a simple question of stepping up 
exports or going in for import substitution 
to improve our overall trade position. 

On the other hand, we should have 
a perspective of our exchange budget for 
ensuing financial year and the succeeding 
five-year period. May be these exercises 
in exchange budgeting are done but the 
public are not aware. Such foreign ex¬ 
change budgeting would give us a pers¬ 
pective to our economic relations with 
the rest of the world and enable us to 
understand our inter-dependence on 
other nations and help us to allocate 
foreign exchange to the most efficient 
uses. We have for instance been very 


hesitant about tapping internationfel ^ 
tat markets for project finance. If we J 
really did the exchange budgeting We 
should have taken advantage of large 
amounts of resources available and the 
favourable credit relating India enjoys 
in the international capital markets to 
finance our projects especially in energy, 
chemicals, metals and transport sectors. 

Such borrowing would help us to 
step up boldly our investment and get 
oft' the drawing board a number of large 
projects in industries and sectors where we 
have a large and favourable endowment of 
resources. Again this requires a matching 
effort to raise the level of domestic sav¬ 
ings. In view of the shortfall in domes¬ 
tic saving in the last two years our total ^ 
investment had to be financed by foreign 1 
savings to the extent of 0.5 per cent of 
NNP in 1979-80 and 2.1 per cent of NNP 
in 1980-81. In view of rhe low rate of 
domestic savings (vis-a-vis investment 
requirements) and consequent dearth of 
rupee funds to compliment project funds 
from abroad wc have to adopt bold 
methods and not half-hearted and timid 
ones to raise the level of savings. 
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Damned Lies and Statistics 


Economic Survey being placed before 
the House every year before presentation 
of the Budget is intended to give a 
detailed review of tbe major trends in 
the economic situation of the country 
and forms a basic document to help 
Parliament and the public in analysing 
and understanding the purpose of the 
I Budget proposals. As such, the contents 
of the Survey should be highly authentic 
and accurate. Unfortunately the Economic 
Survey for 1981-82 contains many facts 
and figures which have been arbitrarily 
altered to differ violently with those given 
in the Economic Survey Reports of 
1980-81 and earlier years. 

When a particular statistics is marked 
as ‘provisional’, ‘anticipated’, ‘estimated’ 
or ‘target’, it is understandable that when 
the accounts are finalised and the actuals 
become available, the corrected figures. 


Era Sazhiyavif M P. 

with due attention, are included in the 
next Survey. But it is highly improper on 
the part of the Government to revise 
drastically figures given in final form in 
the past reports,without any indication 
to the reader of such a revision. If, for 
example, the index numbers of an agri¬ 
cultural development for the year 1972-73 
gets suddenly revised in the Economic 
Survey for 1981-82, without any indica¬ 
tion in the footnote, the reader is over¬ 
whelmed by the productive capacity of 
the Government in the field of statistics. 
Below are given a few instances that came 
to my notice on scrutinyof the economic 
Survey of 1981-82 where some indices 
and actuals have been altered arbitrarily, 
without any explanation, from those 
given in the Economic Survey Reports of 
1980-81 and earlier years. 


To state some of the aberrations : 

* 

(1) The percentage of annual changeJ 
of GNP for the year 1977-78 is state*} to % 
be 8.1 in 1979-80 Survey, 8.4 in 1980-8} V 
Survey and 8.6 in 1981-82 Survey. 

'/ X,i 

(2) The annual change in percentage | 
of electricity generated for the yearl977* ^ 
78 has been given as 4 4 in 1979-80 ai*4;$ 
1980-81 Reports and 3.4 in 1981-82^ 
Survey. The same percentage for 

year 1978-79 has varied from 12,1 
1979-80 Survey, to 11.2 in in 1980-81^ 

1 ?v 


Survey and to 12.2 in 1981-82 Survey. 


(3) The average daily loadings 
coal to steel plants during 1980-81 (April 
to December) was stated to be 1450 ill' 
1980-81 Survey, but suddenly improved^! 
to 2222 in 1981-82 Survey. 

(4) The Index Number of agricultur&ifj 



Table 1.1 

I. Selected Economic Indicators 


II. Table 3.3 i 

Average Daily Loading of Coal in Four Wheeled Wagons . j? 


(Percentage change over previous year) 


Period 

As per 1981-82 
Survey 

As per 1980-81 
Survey 

Year 

1981-82 1980-81 

1979-80 


(page 14) 

(page 13) 


Survey Survey 

Survey 

1980-81 (April-Dee.) 

To Steel Plants 



1) Gross National Product at 1970-71 Prices 


2222 

1450 

1974-75 

1.2 1.2 

1.0 

HI. Table 4.1 

IV. 

Table 5.1 




1975- 76 

1976- 77 

1977- 78 

1978- 79 

5) Electricity Generated 
1975-76 

1977- 78 

1978- 79 

8) Imports (in current prices) 

1979- 80 

9) Exports (in current prices) 
1979-80 


9.6 

1.3 

8.6 

5.3 

12.9 

3.4 

12.2 


9.6 

1.5 

8.4 
5.9 

12.8 

4.4 

11.2 


9.7 

1.5 

8.1 


12.8 

4.4 

12.1 


Percentage Change in Monthly 
Index of Industrial production 


Year & 1981-82 1980-81 

Month Survey Survey 

(Page 17) (Page 18) 


Index Numbers of Wholesale 
Prices 

Percent variations : 25.3.78/ 
26.3.77 V 




Commo¬ 

dities 


As per 
1981-82 
Survey 


As per 
1980*81*--! 
Survey-* 


32.4 

29.1 

1980-81 



All Commo- 



July 

2.3 

1.9 

dities 

0.4 

03 ’?■? 



August 

0.7 

1.6 

Fuel, Power 

4.5 

43 

12.8 

12.2 

September 

3.2 

2.5 

Mineral Oils 

1.6 

1.5 & 
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production of AH Commodities for the 
year 1975-76 [has been given as 124 8 in 
the 1981-82 Survey as aguinst 125.3 
maintained in the previous three Reports. 

(5) More hectares of land have been 
brought under high-yielding varieties of 
paddy cultivation and more agricultural 
production achieved for certain years in 
the field of statistics by 1981-82 Survey. 

(6) Statistical Table 4.1 dealing with 
sources of change m money stock has 
undergone dramatic changes. The varia¬ 
tions duiing 1977-78 in M, (Money 
Supply with the Public) is stated to be 
minus 1636 crores in 1981-82 Survey* 
whereas the same is given as plus 2359 
crores in 1980-81 and 1979-80 reports. 


Even after allowing for the delay In 
closure of accounts, one is mystified at 
the upside down changes made without 
proper explanation. 

(7) In the Economic Survey Reports 
for 1979-80 and 1980-81 separate figures 
were compiled to denote “Deficit 
Financing’ 1 with a foot-note: 

“Deficit financing differs conceptually 
from the Budgetary deficit as defined in 
budget documents and is a more appro¬ 
priate measure of the net impact of budget 
operations upon domestic demand”. 

But the particulars of deficit financing 
int roduced in the last two Surveys have 
been omitted in Table 6.1 of the Econo¬ 
mic Survey 1981-82. 


* !t is * obvious that the Government in 
preparation of the Economic Survey for 
1981-82 has adopted towards Parlia¬ 
ment and the public a contemptuous 
attitude; whether this is out of deli¬ 
berate deceptivencss or callous compla¬ 
cency is still to be found out By 
practicing such a skillful art of statis¬ 
tics, the Government may, in the ‘Year 
of Productivity’, succeed in producing 
more in the charts and tables than in the 
fields and factories of the country. Benj¬ 
amin Disraeli once said : “Lies, damned 
lies and Statistics”. The Government of 
the day in India have added a fourth 
dimension “damned statistics”! 


V. Tabu 5.3 
Bchawour of Prices 
(Between 29.3.80 and 17,1.81) 


Commodities 

% age change 

% age share 


1981-82 

Survey 

1980-81 

Survey 

1981-82 

Survey 

1980-81 

Survey 

All Commodities 

14.0 

13.2 

100 

100 

A) Administered prices 

20.6 

31.8 

32.3 

30.6 

(i) Petroleum crude 

18.3 

16.1 

6.2 

5.8 

(ii) Petroleum products 

39.5 

39.6 

19.9 

21.2 

(iii) Fertilizers 

52.9 

52.9 

3.4 

3.6 

B) Sugar, Khandsari etc 

20.8 

20.7 

17.9 

18.9 

C) Seasonal Items 

16.5 

i6.2 

30.5 

31.6 


VH. Tabi r, 7.1 

Sources of Change in Reserve Money 
_ (Rs. Crores) 

Variations during 
1978-79 1979-80 



As per 

As per 

As per 

As per 


1981-82 

1980-81 

1981-82 

1980-81 


Survey 

Survey 

Survey 

Survey 

1) Net RBI credit to 





Government 

1772 

1613 

2989 

2802 

5) Governments’ currency 
liabilities to the public 11 

(-)2 

( )12 

1 

6) Net non-monctary 
liabilities of RBI 

27 

(--) 133 

823 

638 

Reserve Money 

3142 

3129 

2490 

2501 


VUI 

Tabi> 7 ? 




Sources of Change in Money Stock 
Variations During 1979-80 (March 31 to March 31) 

As per 1981-82 As per 1980-81 


VI. Tabu 6.1 

Budgetary Transactions : Deficit Financing 

In “Economic Survey : 1979-80” (Table 5.1) and in 

“Economic Survey : 1980-81” (Table 6.1) figures for deficit 
financing were given, comparatively from 1975-76 onwards, 
with a foot-note : “Deficit Financing differs conceptually front 
the budgetary deficit as defined in Budget documents and is 
a more appropiiate measure of the net impact of budget 
operations upon domestic demand”. But, the particu¬ 
lars of deficit financing which was taken as an appropriate 
measure of the net impact of the budget operations in the 
last two surveys, have been appropriately omitted in Table 
of the Economic Survey : 1981-82. 
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Survey 

Survey 

M 4 (Money supply with the public) 

2709 

2641 

M, 

(15.7) 

(12.0) 

(II) (Aggregate Monetary resources) 

7111 

7137 

(III) Source of change in M s 

(17.7) 

(17.8) 

(1) Net bank credit to 

4084 

3896 

Government (a+b) 

(25.6) 

(25.1) 

(2) Bank credit to Commercial 

5475 

5472 

Sector 

(21.4) 

(21.4) 

(4) Governments’ currency 

(—) 12 

2 

liabilities to the public 

(-2.0) 

(0.2) 

(5) Banking Sectors net 

2393 

2189 

noa-monetary liabilities 

(32.8) 

(31.7) 
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Statistical Table 4.1 
Sources of Grange in Money Stock (M,) 


(Rs crores) 


Variations during (Mar 31 to Mar 31) 


1976-77 

1977-78 

1978-79 

1979-80 

I, M x (Money supply with 





the public 
(a) 81-82 Survey 

2699 

- 1636 

2904 

2709 

(b) 80-81 Survey 

2699 

2359 

3643 

2641 

FI f I. Agprecat? 





(a) 81-82 Survey 

S301 

5125 

7206 

7111 

(b) 80-81 Survey 

3301 

S124 

7198 

7137 

1 (1) Net bank credit to 





Government 
(a) 81-82 Survey 

1175 

1923 

2203 

4084 

(b) 80-81 Survey 

640 

2211 

2046 

3896 

SA ’ Net non-monetary 





liabilities of RBI 
(a) 81-82 Survey 

788 

275 

27 

823 

(b) 80-81 Survey 

252 

564 

--133 

638 


Statishcai Tabu 1 4 

Index Number* of Agricultural 
production 

Groups/Commodity : 

C—All Commodities 


bor 

Year 

As pci 

1981-82 

Survey 

As per 
1980-81 
Survey 

1972-73 

102.2 

102 3 

1975-76 

125.8 

125.3 

1976-77 

116.4 

116.5 

1977-78 

132.'’ 

133.3 

1978-79 

137.8 

137.9 


Staiisiicai Table 1.10 
Progress of Selected physical 
Agricultural Development 
Programmes 

HY VP: Paddy (Million 
Hectares'! 


Year As per 
1981-82 
Survey 

As per 

1980*81 

Survey 

1972-73 

8.17 

8.11 

1973-74 

9.98 

10.00 

1974-75 

11.21 

11.20 

1975-76 

12.44 

12.40 

1976-77 

13.34 

13.30 

1977-78 

16.12 

15.60 


StAnsncAL Tablf 1.10 
Programme : Soil Conservation 
(in Million Hectares) 


Year 

As per 

As per 


1981-82 

1979-80 


Survey 

Survey 

1971-72 

13.80 

1.49 

1972-73 

15.21 

2.17 

1973-74 

17.00 

17.10 



'An apex Indian corporation engaged in international 
trade, MMTC extends its activities to major world * 
markets encompassing 66 countries, involving a wide 
range of exports and imports. Maintaining a steady ■ 
growth over the years, the total turnover in 1980-81 
reached e record level of over US 62300 million.!- 

MMTCmtpbrts Iron ore, manganese ore, chrome] 

1 ore, barytes, beuxite, granite, bentonite, vernnculite, 
dlltimanite etc. In the year 1980-81 it exported 
/16 million tonnes of Iron ore and 1.13 million tonnes 
, of other minerals to serve steel, oil and other 

^/Industries the world over. “ 

Kto meat the demands of essential inputs for industrial 
and agricultural sectors, MMTC imports nearly 
40 items including copper, zinc, lead, stainless steel, 

1 nickle, aluminium, platinum, mercury etc, for - MU' 
industry and urea, potash, sulphur, DAP. phosphates 
etc., for agriculture. 

► • * . 

Established around two decades back, MMTC has 
> since developed a dynamic professionalism and 
established trade relations with reputed business) 
houses the world over. It always welcomes 
associa tion wi th_buyera an d sellers i n any partjgfjtha, 
globe. ~ “ ■ 
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EDUCATION 
IS NOT 
OUR FIELD ... 



but education in the field is! 


Farmers progressing through 
progressive farming. Bumper 
harvests, bumper returns. 
These are the goals of IFFCO ■ 
Asia's largest fertiliser coopera* 
tive. A mass : ve collective 
effort of 30 million Indian 
farmers working through 
27 # 000 cooperatives. 

How do we reach our goals ? 
First, by producing more and 
more fertilisers so vital for 
bigger, better crop yields. 
Second, by showing farmers 
the benefits of balanced 
- fertilisation and advanced 
farm techniques. 



Over 300 IFFCO experts are in ' 
the field throughout India. 

Helping train farmers in modern 
methods of agriculture. Through 
crop seminars, demonstrations, 
farmer meetings, exhibitions, 
melas, radio and other media. 

In addition, IFFCO has set up 57 
Farmer Service Centres and 
adopted 225 villages around the 
country. So that...from the 
snow-blessed hills of Kashmir to 
the ocean-washed shores of 
Kerala, from the rain-drenched 
plains of West Bengal to the sun* 
kissed vaMeys of Maharashtra*** 
our gallant farmers may truly 
enjoy the fruits of their devotion. 



|FFC0 - greater production for the nation, greater prosperity for the farmer 
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Non-Inflationary Mobilisation of Resources 


The budget estimates for 1982-83 provide for an outlay of Rs 31,000 crores for the 
Central Plan , It represents an increase of 27.6 per cent over the Plan outlay of Rs 8,619 
crores in 1981-82 budget estimates . Substantial increase has been envisaged in the 
outlay on crucial sectors of the economy. Petroleum and its refineries gets Rs 2,045 
crores , an increase of 90 per cent over the expenditure in 1981-82. The outlay on power 
sector in the Central Plan is slated to he Rs 929 crores compared to Rs 721 crores in 
1981-82. Coal gets Rs 877 crores against Rs .578 crores in 1981-82, an increase of 52 per cent. 
The energy sector , taken together , thus, gets 62 per cent higher allocation in the budget 
for 1982-83 than in the current year . A provision of Rs 2133 crores has been made for 
irrigation and command areas development. The total expenditure in 1982-83 is placed at 
Rs 29,219 crores. 

Given below is the text of Part A of Finance Minister's budget speech , 


The Economic Survey for 
1981-82, placed before the 
House a few days ago, gives a 
detailed review of the current 
trends in the economy. 1 shall, 
therefore, touch upon only a 
few important aspects of the 
economic situation which have 
influenced the formulation of 
this year’s Budget. 

^ As the House is aware, when 
the present Government came 
into office a little over two years 
ago, the country was fated 
with a serious and deteriorating 
economic situation. Gross Na¬ 
tional Product and declined by 
as much as 4.8 per cent in 1979- 
80, the infrastructure was a 
shambles, and prices had in¬ 
creased at an annual rate of 
23.3 per cent by the end of 
January, 1980. It was against 
this background that, while pre¬ 
senting the regular Budget,, for 
1980-81, my distinguished pre¬ 
decessor had informed . the 
House that an important task 
before the Government was to 
arrest the deterioration in ( the 
l economic situation and to; set 
^ the economy on the path of 
stability and growth. 

1 am glad to say that we have 
gone a long way in achieving 
these objectives. Our Gross 


National Product in real terms 
increased by 7.5 per cent in 

1980- 81, and is expected to 
grow further by 4.5 per cent in 

1981- 82. The infrastructure is 
functioning well. Inflation is be¬ 
ing controlled. Production of 
foodgmins is likely to reach a 
new peak this year. The indus 
trial sector will record a growth 
of 8 per cent. 

The light against inflation has 
been a high priority of the 
Government. Any slackening 
of effort on this front would 
have undermined the very basis 
of our development. Inflation 
hurts all sections of the com¬ 
munity, but it hurts the weaker 
and poorer sections the most. 
Inflation also hurts the deve¬ 
lopment process as investment 
costs gel distorted and financing 
becomes an increasingly severe 
problem. It is, therefore, a 
matter of satisfaction that we 
have succeeded in bringing 
down the rate of inflation sub¬ 
stantially. 

At the end of January, 1982, 
the annual rate of inflation on 
a point-to-point basis was only 
4.9 per cent as against 15.9 
per cent at the end of January, 
1981 and 23.3 per cent at the 
end of January, 1980 when the 


present Government took over. 
The deceleration in the whole¬ 
sale prices has occurred in a 
wide range of commodities, 
and is being gradually reflected 
in the consumer price index. 

However, the price situation 
requires constant vigilance, and 
there can be no room for com¬ 
placency. The international 
price situation continues to be 
uncertain. At home, a drought 
or the failure of a major crop 
may well upset the demand 
and supply balance. We must 
continue our efforts to increase 
the supplies of agricultural and 
industrial commodities and also 
restrain the growth of aggre¬ 
gate demand. At the same 
time, we must ensure that anti¬ 
social elements do not disrupt 
supplies and the distribution 
net-work. 

As 1 mentioned before, food- 
grains production is likely to 
reach a new peak in the current 
year. The kharif foodgrains 
production is estimated at 
around 80 million tonnes as 
against 77.4 million tonnes in 
1980-81, and the prospects of 
rabi crop are good. Sugarcane 
production is likely to increase 
substantially and sugar produc¬ 
tion should reach a record level 


of over 67 lakh tonnes, j 
Groundnut production may bo | 
20 to 25 per cent higher than 
in the last year. Significant in- j 
creases are also expected in | 
cotton and jute. 

The sustained good perfor- j 
mancc in agriculture is testi* 
mony to the hard work of our , 
farmers, agricultural scientists, 
and extension workers. It also 
underscores the basic sound? 
ness of our agricultural strategy, 
which has emphasised creation 
of irrigation potential, greater ; 
fertiliser use, spread of higb* 
yielding varieties of seeds, and 
remunerative price support 
policies. 

Industrial production, which 
had declined by 1.4 percent; 
in 1979-80, recorded an in¬ 
crease of 4 per cent in 1980-81. 
In 1981-82, the growth rate 
will be twice as high. A large 
number of industries such as 
petroleum and petroleum pro¬ 
ducts, fertilisers, steel, cement, 
vanaspati, sugar, newsprint* 
caustic soda, wagons and com¬ 
mercial vehicles, are expected 
to achieve new peak levels of, 
production during the year. 

Improved Performance 

The increase in industrial pro- 
duction has been sustained by 
the concerted action taken by 
the Governmnnt to improve 
the performance of infrastruc¬ 
ture sectors. In the current 
financial year, upto January, 
power generation has increased 
by 11.3 per cent. Coal pro¬ 
duction in the last two years 
has increased by over 17 mil* 
lion tonnes, and the target of 
121 million tonnes for 1981*82 
is likely to be exceeded. Hf 
railways, the previous record 
in freight loading will be sur¬ 
passed and the revenue earning 
traffic is expected to go up to 
165 billion tonne kilometres. 
This has been made possible by 
improvement in operational 
efficiency as evidenced, for 
example, by the significant re* 
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B on in the wagon turn- 
el time during the year 
onetaiy and credit policies 
tg the year continued lo 
hasise the requirements 
eeting the credit needs foi 
er pioduction, particularly 
he priority sectors, while 
aining the growth of aggre¬ 
gate demand In ordei to ics- 
train the growth of liquidity in 
Ihti system, the cash reserve 
ratio was inucased in phases 
from 6 to 8 per cent, and the 
statutory liquidity nitio was 
raised from 34 to 35 per cent. 
[The Bank Rate was increased 
from 9 to 10 per cent and re¬ 
financing rates of the RBI were 
also raised i ven so, the growth 
of bank credit to the commer¬ 
cial sector during the >ear 
1981-82 is likely lo be of the 
order of 19 per cent which 
should be adequate to meet the 
{legitimate credit requirements 
|Df productive sectors 
| Hon’ble Members will be 
happy to note that the opera¬ 
tion of our public sector banks 
has been further oriented to¬ 
wards extending banking faci¬ 
lities to underbanked rural and 


semi-urban areas, and enlarging 
the flow of credit to priority 
sectors particularly the weaker 
sections of society. During 
January-November, 1981, 251 7 
new branches were opened by 
commercial banks of which 
2269 were in rural and semi- 
urban areas. During 1981, 22 
regional rural banks were add¬ 
ed to 85 such banks as at the 
end of 1980. The priority sec¬ 
tors now account for about 
36 per cent of the aggregate 
bank credit as compared to 
about 33 per cent in 1979 The 
target to be achieved by March, 
1985 is 40 per cent The 
differential rate of interest 
scheme has been effectively im¬ 
plemented and the target of 1 
per cent of aggregate credit for 
this scheme is being achieved 
by public sector banks. The 
National Bank for Agricultural 
and Rural Development is ex¬ 
pected to start functioning 
within the next few months. I 
am also pleased to inform the 
House that the Export Import 
Bank of India has been estab¬ 
lished with effect from 1st 
January, 1982. 


I would now like to refer to 
the balance of payments situa¬ 
tion. As the House is aware, 
there has been a substantial 
deterioration in our balance of 
payments since 1979-80 prima¬ 
rily because of sharp increases 
in import prices, particularly 
of oil and oil products. Anti¬ 
cipating these developments, 
the Government made timely 
arrangements to negotiate a 
line of credit for SDR 5 billion 
from the mternationel Mone¬ 
tary Fund under its Extended 
Fund Facility. This was neces¬ 
sary to avoid the disruption of 
our economy for want of 
essential imports and to gain 
time for re-adjustment to the 
new situation This line of 
credit has been accepted m 
order to support an adjustment 
programme drawn fiom out 
strategy of planned develop¬ 
ment, It will help us to imple¬ 
ment our own policies which 
have been sanctioned and ap¬ 
proved by our people and 
Parliament. 

The main elements of the 
Government’s strategy for 
restoring the viability of our 


balance of payments in the 
coming years are: first and 
foremost, an increase in the 
domestic production of petro¬ 
leum and petroleum products, 
fertilisers, steel, edible oils 
and non-ferrous metals. These 
account for nearly 60 per cent 
of our total imports. The 
Government has taken neces¬ 
sary action to step up produc¬ 
tion and investment in these 
and other critical areas. 

We must also intensify our 
efforts at expanding the export 
base and creating conditions 
conducive to larger exports. 
Exports have increased by 15.4 
per cent during the first 8 
months of the financial year, 
which is encouraging. How¬ 
ever, m several areas, particu¬ 
larly in our traditional ex¬ 
ports, such as textile fabrics, 
jute and tea, we are facing 
unfavourable world market 
conditions While sustaining 
exports of these and other 
traditional commodities, much 
greater effort is now needed 
to expand those exports for 
which world markets arc grow¬ 
ing. In recent years, our rc- 
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ceipts frota invisibles, parti* 
cubriy from remittances by 
non-residents of Indian origin, 
have shown a healthy growth. 
This has been a stabilising fac¬ 
tor in our balance of pay¬ 
ments, and we must continue 
to provide adequate facilities 
for growth of receipts from 
this source. 

The past two years have 
been years of crisis manage¬ 
ment and recovery. It is a 
measure of our success that 
the economy is now back on 
the rails. This provides us an 
opportunity to initiate further 
efforts for moving the eco¬ 
nomy forward and to achieve 
the necessary medium term 
adjustment. The objective of 
policy in 1982-83 will be to 
maintain the momentum of 
growth and to make an all-out 
effort to achieve the social and 
economic objectives of the 
Sixth Plan. This would call 
for larger investments, and a 
relentless pursuit of goals of 
higher productivity, efficiency 
and reduction in disparities. 
This is the message of the re¬ 
vised 20-Point Programme. 
The Programme identifies the 
areas of special thrust in which 
there must be no compromise 
on performance. 

Tasks Ahead 

The tasks that lie ahead are 
not easy. Hon’ble Members 
are well aware of the evolving 
geo-political situation in our 
region and the difficult en¬ 
vironment in which we are 
functioning. While we strive 
to resolve the situation in a 
spirit of goodwill, we have to 
take all necessaty steps to 
safeguard the security of the 
nation. This burden, which is 
not of our seeking, will in¬ 
volve saciifices on the part of 
our people. 

In the international econo¬ 
mic sphere, there is a rising 
trend towards protectionism 
which inhibits access to mar¬ 
kets abroad. The environment 
for economic cooperation 
Phas also deteriorated, and the 
flow of concessional resources 
is likely to be less than envisa¬ 
ged earlier. In concert with 
other developing countries, we 
must continue to press for 


reforms in the international 
economic order and to reverse 
these disquieting trends. 
However, prudent management 
of the economy requires that 
due account is taken of the 
present international situation 
in devising our economic 
policy. 

Investment Required 

The investment requirements 
of the economy are large and 
brook no delay. It is essential 
that we now make a determin¬ 
ed effort to mobilise more re¬ 
sources for investment. Main¬ 
tenance of a non-inflationory 
environment requires that 
additiodal resource mobilisa¬ 
tion represents real savings in 
the economy. However, ade¬ 
quate resources for further 
investment in new capacities 
will not be forthcoming un¬ 
less we also take action to uti¬ 
lise the existing capacities fully. 
I am sure that this House will 
share my hope that all sec¬ 
tions of the community would 
do their utmost - to make this 
Year of Productivity a success. 
On its part, the Government 
would endeavour to provide 
due encouragement to promote 
this objective. 

Mobilisation of resources 
in a nou-inflationary way must 
be a multi-pronged effort. It is 
necessary to make appropriate 
adjustments in taxation and to 
ensure better tax collection. 
The pernicious growth of 
black money in the economy 
has been a major source of 
concern to the Government 
and Parliament. Various eco¬ 
nomic offences have seriously 
eroded our development effort. 
In the past, we took a series 
of measures to fight against 
this menace. Unfortunately, 
this thrust was diluted during 
the period when we were out 
of office. I can assure the 
Hon’ble Members that our 
commitment to eradicate all 
economic offences is firm and 
uncompromising. I am taking 
steps to ensure that the provi¬ 
sions of law are applied vigo¬ 
rously and effectively to com¬ 
bat economic offences. 

We must also continue to 
adjust administered prices in 
line with economic costs. Un¬ 
economic pricing policies in 


the public sector and in high 
priority industries result in 
erosion of resources for fur¬ 
ther investment and lead to 
malpractices by unscrupulous 
traders. Price adjustments 
carried out in the last two 
years have amply demonstated 
the important role of appro 
priate pricing policies in en¬ 
suring viable operations, 
generating additional resources 
and reducing the scope for 
generation of black money. 

One of the strengths of our 
economy is the fairly high rate 
of savings. Most of these 
savings occur in the household 
sector. We need to ensure that 
savers have an adequate in¬ 
centive to hold their savings in 
financial instruments. This 
Could play a significant role in 
providing more resources for 
investment. Over the past two 
years, several steps have been 
taken in this direction, This 
thrust should continue 

In order to mobilise private 
savings for public use, the 
Government has decided to 
issue two new savings invest¬ 
ments. The first is a Social 


Security Certificate which taw 
been specially designed for the 
small savers. Under this 
scheme, an individual between 
the age of 18 and 45 can invest; 
up to Rs 5000, which wHI 
triple in 10 years. The certi-, 
ficate will also provide socials 
security to the family. In the 
case of the investor’s demise, 
his nomine ot legal heir 
become immediately entitled; 
to the full maturity value of '^ 
the certificate. The details 
the scheme will be announced ^ 
separately. I trust that this'A 
National Savings Instrument!^ 
will prove particularly attract 1 
tive to large numbers in rudalS| 
areas, and persons of small!' 
means everywhere. 

The second instrument i$Uf§ 
the Capital Investment Bond 
which is designed to attract a 
larger How of private savings 
for public sector investment. 5 
These bonds will have a matu- \ 
rily of 10 years and carry an s 
interest rate of 7 per cent, frrtsjjgj 
of income-tax. They will alsOvj| 
be exempt from wealth tax,:'! 
and upto Rs 10 lakhs in thikJv 
case of their first holder, from ; 
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gift tax. Purchasers will have 
to duly account for these in¬ 
vestments. 

The rate of savings that we • 
have been able to achieve is a 
tribute to the habits of thrift 
and good sense of our people. 

I have no doubt that they will 
take full advantage of the new 
opportunities and incentives 
that are being given to pro¬ 
mote savings. 

Remittances are an important 
source of foreign exchange for 
the country. They are also a 
manifestation of the close 
cultural and family ties that 
exist between the people of 
this country and the people 
of Indian origin abroad. In 
| order to further encourage the 
r flow of funds from this source, 
it has been decided to improve 
the facilities available to non¬ 
residents. 

Any investment, without 
repatriation rights, made by 
non-residents of Indian origin, 
so long as it is not for transac¬ 
tions in commercial property 
and land, will be treated on 
the same footing as investments 


of resident Indian nationals. 
They will be allowed to invest, 
.with repatriation rights, in any 
new or existing company up 
to 40 per cent of the capital 
issued by such company. They 
can now purchase shares of 
companies quoted on the stock 
exchanges subject to specified 
limits. The interest rates on 
new deposits of maturities of 
one year and above held in 
non-resident external accounts 
will carry interest of 2 per 
cent above the rates permis¬ 
sible on local deposits of 
comparable maturities. Gifts 
made in India out of deposits 
in these external accounts will 
be free from gift tax. The 
non-residents can also invest 
in the 12 per cent 6-year 
national savings certificates 
which, for them, will be free 
from wealth, income and gift 
taxes Facilities for investment 
in non-resident external ac¬ 
counts and in Indian com¬ 
panies will be extended to 
companies, partnership firms, 
trusts, societies and other 
corporate bodies owned, to 
the extent of at least 60 per 


cent, by non-residents of 
Indian origin. 

I shall now turn to the 
Revised estimates for 1981-82 
and the Budge); estimates for 
1982-83. 

Revised Estimates for 
1981-82 

I am happy to inform the 
House that there has been an 
all round improvement in 
revenue receipts during 1981-82. 
It is gratifying that despite 
significant tax concessions 
given in 1981-82 Budget, the 
receipts from income-tax are 
likely to be Rs 1,520 crorcs as 
against the Budget estimates 
of Rs 1,444 crores. Similarly, 
the receipts from corporation 
tax are likely to go up from 
Rs 1,690 crores in Budget 
estimates, to Rs 1,962 crores 
in the Revised estimates. This 
increase is due to higher profits 
accruing to Oil and Natural 
Gas Commission and Oil India 
following the increase in the 
prices of crude effected last 
July. The receipts from customs 
duties are also expected to go 


up from the Budget estimates! 
of Rs 3,883 crores to Rs 4,140? 
crores in the Revised estimates.! 

As regards Union excise 
duties, the House will be* 
happy to note that they aref 
expected to go up from Rajs 
7,117 crores to Rs 7,501 crores t 
i.e. Rs 384 crores more. This! 
is clearly indicative of the I 
marked growth in industrial | 
production in the current year. | 
The gross tax revenues art! 
now estimated to be Rs 15,7541 
crores compared with Rs 14,668] 
crores in the Budget estimates. ] 
After deducting the States’ J 
share of various taxes, net tax 1 
revenue of the Centre is esti- l 
mated to be Rs 943 crores 1 
more than the Budget estimate $ 
of Rs 10,637 crores. | 

Non-tax revenues and capital ^ 
receipts are also estimated to; 
show an improvement of Rs 
579 crorcs over the Budget ; 
estimate of Rs 12,759 crores; 
Market borrowings and small; 
savings collections would be : 
higher by Rs 100 cro es and , 
Rs 50 crores, respectively. The" 
receipt from Special Bearer 
Bonds amounted to Rs 875 
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croros, lit $b curx^fityear 
against the Budget estimate 
of R$ 800 crores, In addition 
to these receipts, there would 
be an increase of Rs 200 
crores in the recoveries of 
ways and means advances from 
State Governments, and of 
Rs 117 crores in recoveries of 
technical credits under rupee 
trade agreements. 

On the expenditure side, 
total budget support for the 
Plan is estimated to go up to 
Rs 10,394 crores as against 
Budget estimates of Rs 9,77 \ 
crores. The Central assistance 
for State and Union Territory 
Plans, including the pro¬ 
grammes of Rural Electrifica¬ 
tion Corporation, is being 
stepped up by Rs 15(5 crores. 
A large part of this increase 
is on account of higher ad¬ 
vance Plan assistance to those 
States which have suffered 
from drought. 

Budgetary Support 

In the Central Plan, outlays 
for railways and coal have 
been increased by Rs 157 
crores and Rs 105 crores 
respectively. Considering the 
growing pace of disbursements 
of Agricultural Refinance and 
Development Corporation, 
Industrial Development Bank 
of India and other financial 
institutions, additional plan 
support of Rs 389 crores is 
being provided to them in the 
current year. In view of the 
erosion in the internal re¬ 
sources of the Posts and Tele¬ 
graphs Department, a higher 
budgetary support of Rs 173 
crores is being provided. On 
the other hand, shortfalls are 
anticipated in Plan expendi¬ 
ture in certain other sectors. 
On the whole, the budgetary 
support for the Central Plan 
is estimated to go up by Rs 467 
crores in the Revised estimates. 

The Budget estimates pro¬ 
vided for non-Plan expendi¬ 
ture of Rs 15,100 crores. w This 
expenditure will also be higher 
in the current year due to 
several reasons. The provi¬ 
sion for defence expenditure 
is being increased from Rs 4,200 
crores to Rs 4,600 croref, 
Similarly* the provision for 
non-Plan .. loans to State 
beingincreased 


from Rs 1,296 crores to 
R$ 1,591 crores. This is mainly 
due to larger share of States 
out of collections from national 
small savings, and higher ways 
and means advances which, of 
course, are being recovered 
during the course of the year 
itself. The provision for food 
subsidy is being increased from 
Rs 650 crores to Rs 700 crores, 
subsidy on controlled hand- 
loom cloth from Rs 106 crores 
to Rs 172 crores and the pro¬ 
vision for cash compensatory 
support and market develop¬ 
ment for exports from Rs390 
crores to Rs477 crores. Pro¬ 
vision for technical credits 
under trade agreements has 
also to be increased from Rs 50 
crores to Rs 175 crores. A 
provision of Rs 21 crores has 
been made in the Revised 
estimates for contributing 
India’s share lo the increased 
capital of the International 
Bank for Reconstruction and 
Development. 7 aking these 
and other variations into 
account, non-Plan expenditure 
in the Revised estimates is 
placed at Rs 16,160 crores. 

The total expenditure is 
estimated to be Rs 26,554 
crores in the Revised estimates 
compared with Rs 24,871 
crores in the Budget estimates. 
As against this, the total 
receipts arc now estimated at 
Rs 24,854 crores compared 
with budget estimate of 
Rs 23,332 crores. Thus the 
current year is expected to 
close with a deficit of Rs 1,700 
crores, againse the Budget 
estimate of Rs 1,539 crores. 

Budget Estimates for 
1982-83 

The Budget estimates for 
1982-83 would show that I 
have given the highest priority 
of increasing the Plan outlay. 
The improvement in the eco¬ 
nomic situation in the last 
two years gives us an opportu¬ 
nity to make a major thrust 
towards achieving the goals of 
the Sixth Plan. I am providing 
for an outlay of Rs 11,000 crores 
for the Central Plan in 1982-83. 
In making sectoral allocations, 
1 have tried to emphasise the 
prograoMrites for the uplift of 
the pooT as enumerated in 


our 20-Point Programme as 
well as the investment needs 
of the Infrastructure sectors. 

The next year’s Central Plan 
represents an increase of 27.6 
per cent over the Plan outlay 
of Rs 8,619 crores in the 

1981- 82 Budget estimates. This, 
Hon*bIe Members will no 
doubt appreciate, is a very 
large increase considering, 
particularly, the commitments 
needed for safeguarding 
national security. 

The Central Plan will be 
financed by a budgetary support 
of Rs 7,343 crores and internal 
and extra-budgetary resources 
of Rs 3,657 crores. The inter¬ 
nal and extra-budgetary re¬ 
sources of public sector enter¬ 
prises would thus account for 
33.2 per cent of the Plan 
outlay as against 26.8 per cent 
in the previous year. 

The total of Plan outlays for 

1982- 83 of the States and 
Union Territories, including a 
provisional outlay for West 
Bengal, is placed at Rs 10,137 
crores. This represents an 
increase of 14.4 per cent over 


the outlay of Rs 8,860 crores 
in 1981-82. Central assistance 
for the Plan of the States and 
the Union Territories will be I 
Rs 4,002 crores compared with 
Rs 3,462 crores in Budget 
estimates for 1981-82. Taken 
together, the Plan outlays of :| 
of the Centre, States and the' 
Union Territories for 1982- 
83 will be Rs 21,137 crores, • 
an increase of 21 per cent/ ; 
over Rs 17,479 crores in 

1981- 82. „ / 

In line with the Sixth Pten ^ 
strategy, substantial increases * 
in outlays are envisaged ify] 
crucial sectors of the eco? 1 
no my. In respect of crude J 
petroleum, there has already i 
been a substantial expansion ] 
of output in the current year, * 
With a view to sustaining; 
the tempo of increased prP-,* 
duction, the outlay for this* 
sector, including refineries- 
and petrochemicals, lias been" 
fixed at Rs 2,045 crores fofr 

1982- 83, which rafure^n^s/ 
an increase of 90 j$r cent 
over the current year. The 
outlay for coal is being in- j 
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Sfereased to Rs 877 crores as 
Against Rs 578 crores in 1981- 
82, an increase of 52 per cent. 
In the power sector, the out¬ 
lay in the Central Plan is 
Rs 929 crores compared 
With Rs 721 crores in 1981- 
82. Taken together, the out¬ 
lay for the energy sector is 
62 per cent higher than the 
current year, and constitutes 
34 per cent of the Central 
Plan outlay. 

The new Central power 
projects include installation 
of additional capacity of 
1000 MW each at the Korba 
and Ramagundam super- 
thermal power stations. The 
total outlay for the power 
sector in the State and Cen¬ 
tral Plans taken. together 
is Rs 3,977 crores compared 
with Rs 3,326 crores in 1981- 
82. Additional generating 
capacity of 3500 MW is ex¬ 
pected to be commissioned 
■during 1982-83. 

The revised 20-Point Pro- 
|ramme calls for intensified 
effort in a number of areas, 
Which are vital for the deve¬ 
lopment of the economy and 
for the welfare of our people, 


especially the weaker sections 
of the society. Effective im¬ 
plementation of this pro¬ 
gramme" will be a step for¬ 
ward towards the realisa¬ 
tion of our goal of social jus¬ 
tice. This will call for con¬ 
certed effort at all levels. In 
1982-83, higher outlays have 
been provided for several 
areas emphasised in the 20- 
Point Programme : 

—A provision of Rs 
2,133 crores has been made 
for Irrigation and Com¬ 
mand Area Development in 
the Central and State Plans 
as against a provision of 
Rs 1,830 crores in 1981-82; 

—The outlay for agri¬ 
culture in the Central and 
State Plans has been raised 
to Rs 1,202 crores from 
Rs 1,047 crores in 1981-82, 
including provisions for 
pulses, oilseeds and dry land 
farming; 

—A provision of Rs 190 
crores has been made for the 
Integrated Rural Develop¬ 
ment Programme in the Cen¬ 
tral sector compared with 
Rs 145 crores in 1981-82, 
an increase of 31 per cent. 


This would be matched by 
an equivalent provision by the 
States. Each block will 
receive Rs 8 lakhs com¬ 
pared with Rs 6 lakhs in 
1981-82. With this provi¬ 
sion more than three million 
rural families are expected 
to be assisted in 1982-83. 

—The provision in the 
Central Plan for the Natio¬ 
nal Rural Employment 
Programme is also being in¬ 
creased to Rs 190 crores. 
This amount too is to be 
matched by an equal pro¬ 
vision by the States. This 
programme is expected to 
generate employment of 
about 350 million man-days 
in rural areas besides creating 
durable community assets; 

—Central assistance for 
the Special Component Plans 
for Scheduled Castes has been 
raised to Rs 120 crores from 
Rs 110 crores in 1981-82. 
This will be supplemented 
by a Central investment of 
Rs 13.5 crores in the Sche¬ 
duled Castes Development 
Corporations, with a conti- 
tribution of the same order 
by the States. The Iribal 


Sub-Plan Will alio have 
higher outlay of Rs 95 crores 
in 1982-83. 


—The outlay for the 
Centrally sponsored Acce¬ 
lerated Rural Water Supply 
Programme is being increased 
to Rs 127.5 crores to supple¬ 
ment the State Plan outlay of 
Rs 273 crores. This will cover 
an estimated 45,000 problem 
villages; 

—A provision of Rs 74 
crores is being made for house 
sites for rural landless per¬ 
sons and Rs 29 crores are 
being provided for environ¬ 
mental improvement of slums 
in the State Plans; 

—An outlay of Rs 354 
crores is planned for rural 
electrification. About 25,000 
villages will be electrified and 
4.25 lakh pumpsets energised 
in 1982-83; 

—-A provision of Rs 5 
crores has been made to faci¬ 
litate setting up of 75,000 
biogas plants, compared with 
35,000 in 1981-82. Likewise, 
the Social Forestry Scheme 
is being expanded to cover 
400,000 hectares in 1982-83. 
Apart from providing much 
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eg®#* M wood, these 


afforestation programmes 
would help prevent soil ero¬ 
sion and restore the ecolo¬ 
gical balance; 


-The outlay for family 
planning is being increased 
to Rs 245 crores compared 
withRs 155 crores in 1981-82. 
In view of the crucial role 
which village health guidescan 
play in the family planning 
movement, the Centre has de¬ 
cided to fund the Village 
Health Guide Scheme fully; 


—A provision of Rs 120 
crores has been made in the 
Central Plan for health care. 
This will substantially aug¬ 
ment universal primary 
health care facilities, and 
accelerate national program¬ 
mes for control of leprosy, 
TB and blindness, with 
special emphasis on early 
detection and treatment. 
\ provision of Rs 82 crores 
has been made in the Mini¬ 
mum Needs Programme of 
the States for expanding 
rural health services; 


—Programmes foi wel¬ 
fare of women would have 
in outlay of about Rs 16 
srores in the Central Plan 
vhich would augment the 
State Plan provisions. Spe¬ 
cial importance is being given 
o the programme of funct¬ 
ional literacy for adult wo- 
kien for which a provision 
if Rs 4.6 crores is being made 
is against Rs 3 crores in 
1981-82; 


—The Integrated Child 
development Services Pro- 
jramme is being expanded 
o 1000 projects by the end 
>f the current Plan as against 
he earlier target of 600 pro- 
ects. An additional 320 pro- 
eets are proposed to be taken 
jp in 1982-83; 

—For the Adult Education 
Programme, the Central Plan 
)rovides an outlay of Rs 
14*25 crores in 1982-83. Major 
)att of this expenditure is for 
he Rural Functional Lite- 
acy Project. In 1982-83, it 
a proposed to establish such 
projects in 75 additional dis¬ 
tricts; 

—The outlay for the deve¬ 
lopment of village and small 
industries has been raised to 


* 1 

Rs 340 crores in the Central 
and State Plans as against 
Rs 315 crores in 1981-82. 

The Central assistance of 
development of hill areas has 
been raised to Rs 112 crores 
as against Rs 92 crores in 
1981-82. The Government 
has also recently extended to 
all hill areas the liberalised 
pattern of Central assistance 
comprising 90 per cent grant 
and 10 per cent loan. 

Outlay on Transport 

The Central Plan outlay 
for the transport sector, in¬ 
cluding railways, roads, ports 
and civil aviation is being step¬ 
ped up to Rs 1,757 crores from 
Rs 1,535 crores in 1981-82. 
My colleague, the Minister for 
Railways has already infor¬ 
med the House about the 
Railways Plan for 1982-83. 
In order to remove conges¬ 
tion at ports, an intensive 
modernisation programme, 
including augmentation of 
container handling facilities 
and construction of additional 
berths, is being implemented. 


1985. The work of estab¬ 
lishing transport and raw 
material linkages for the 
Vijayanagar Steel Plant pro¬ 
ject is on hand. The Plan also 
includes an outlay of Rs 140 
crores for the Orissa Alu¬ 
minium Project. 

For the chemicals and ferti¬ 
lisers sector, Rs 507 crores 
have been provided, includ¬ 
ing Rs 210 crores for the 
Thal-Vaishet project and Rs 
120 crores for the Ha/ira pro¬ 
ject. 

The successful launching 
of satellites in 1981 bears tes ti¬ 
mony to the dramatic strides 
made by our country in space 
technology. As part of the 
space programme, the APPLE 
space craft was launched 
in June, 1981. This is being 
utilised for various experi¬ 
ments, such as national tele¬ 
vision and radio hook-up, 
digital communication, inter¬ 
connection of computers and 
subscriber trunk dialling. 
A major objective of the 
Government is to harness 
science and technology to 


bring about social and eco- { 
nomic change. An outlay of \ 
Rs 184 crores has been pro- 1 
vided for the Science and 
Technology sector in the Cen- ! 
tral Plan for 1982-83. j 

The Government attaches j 
special importance to renew- , 
able energy sources. The 1 
Commission for Additional 
Sources of Energy has 1 
initiated several important 
R & D and demonstration 
projects in the areas of solar 
thermal, photovoltaic, wind, 
biomass and integrated ener¬ 
gy systems. The Govern¬ 
ment has exempted the 
manufacture of solar energy 
devices from industrial licens¬ 
ing. 

A notable achievement 
has been the successful expedi¬ 
tion to Antarctica by our scien¬ 
tists. Following the collec- * 
tion of poly-metallic nodules r 
from the sea bed for the first 
time by our ships last year, 
it is proposed to undertake 
a detailed survey in the Indian 
Ocean. An allocation of Rs 
17 crores has been included 4 


A provision of Rs 480 crores 
has been made in the Plan 
for 1982-83 for the various 
programmes of the Depart¬ 
ments of Heavy Industry and 
Industrial Development, in¬ 
cluding Rs 97 crores for the 
Khadi and Village Industries 
Commission. This also in¬ 
cludes Rs 84 crores for the 
three large paper projects at 
Tuli in Nagaland, and at 
Nowgong and Cachar in 
Assam. Hon‘blc Members 
would be happy to know 
that the Nagaland paper 
project will be going into 
production shortly. Work on 
three public sector cement 
projects will be started in 
1982-83. The total installed 
capacity for cement in the 
country is expected to go 
upto 38 million tonnes in 
1982-83 as against 32 million 
tonnes in 1981-82. 

The Plan outlay for steel 
for 1982-83 is Rs 860 crores 
This includes a provision of 
Rs 250 crores for the Visakha- 
patnam Steel Plant* The 
first phase of 1.2 million ton¬ 
nes capacity is expected to 
be completed by the end of 
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* 120 lakhs tonnes of traffic for this year 

* a 46 —crore budget free from any new Levy 
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* 54—crore Development Schemes fully funded 
from Internal resources 
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Since light needs to be harnessed, 
Bqjaj offers a comprehensive range 
— to suit every need. 
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Technology sector for the re* 
Iccntly created Department 
I of Ocean Development. 

* While I have tried to con¬ 
tain non-PIan expenditure 
for the next year, certain in¬ 
creases have been unavoid¬ 
able. Defence expenditure is 
estimated at Rs 5,100 crores 
as against Rs 4,600 crores in 
the Revised estimates for the 
current year* Hon’ble Mem¬ 
bers will, I aim sure, agree with 
me that in view of the uncer¬ 
tain external environment, the 
requirements of national de¬ 
fence should be fully met. 

The provision for non- 
Plan loans to State Govern¬ 
ments including ways and 
(Lmeans advances is estimated 
pat Rs 1,732 erbres as against 
Rs 1,591 crores in 1981-82. 
Due to increase in internal 
and external debt, which is 
utilised for funding develop¬ 
ment programmes, the pro¬ 
vision for interest will go up 
from Rs 3,200 crores in the \ 
Revised estimates to Rs 3,800 | 
crores in 1982-83. The pro- ■ 


■ViiioB f«$ubsidie* on «£ 
count of food, fertilisers, and 
controlled and handloom 
cloth is Rs 1,270 crorc- A 
provision of Rs 500 crores 
has been made for cadi com¬ 
pensatory support and mar¬ 
ket development assistance 
for exports. 

I am also providing a lump 
sum of Rs 350 crores in 
1982-83 for payment of addi¬ 
tional instalments of dear¬ 
ness allowance and pension 
relief to Central Govern¬ 
ment employees. The Govern¬ 
ment hah received representa¬ 
tions from pensioners that they 
should be given some relief 
in view of the rise in prices. 
In the Budget last year, my 
distinguished predecessor had 
announced some benefits to 
pensioners. 1 now propose to 
give further relief especially 
at the lower levels of pen¬ 
sion. The minimum amount 
of pension plus relief will 
be increased to Rs 150 per 
month The minimum amount 
of family pension plus relief 
will also be increased to 


Rs 140 per mouth. These 
measures will benefit about 
7 lakh low paid pensioners, 
and 2 lakh family pensioners. 
I would like to add that about 
85 per cent of the former 
category are retired Defence 
personnel. The House will 
agree with me that those who 
have devoted the best years 
of, their lives to the defence of 
the country are deserving of 
whatever support we can give 
them. 

The total non-PIan ex¬ 
penditure for 1982-83 is esti¬ 
mated at Rs 17,874 crores as 
against Rs 16,160 crores in the 
Revised estimates for 1981-82. 

As regards receipts in 1982- 
83, the gross tax revenues at 
the existing rates of taxation 
are estimated at Rs 17,614 
crores compared with Rs 
15,754 crores in the Revised 
estimates. The States’ share 
of taxes in 1982-83 is esti¬ 
mated at Rs 4,716 crores com¬ 
pared with, Rs 4,274 crores in 
the current, year. The Centre’s 
pet tax revenue will, there- 


ftsfPi-toe Rs 12,898 crores as 
against Rs 11,480 crores in 
the current year. 

The receipts from market 
leans are estimated at Rs 
3,200 crores compared with 
Rs 2,900 crores in 1981-82. 
Snail savings are estimated to 
yield Rs 1,400 crores as 
against Rs 1,300 crores in the 
Revised estimates. External 
assistance net of loan repay¬ 
ments, is estimated at Rs 
1,669 crores as against Rs 
1,381 crores in 1981-82. 

Taking iqto account these 
and other improvements in, 
non-tax revenues and capital 
receipts, as well as the effect 
of changes in fare and freight 
rates of the Railways, and. 
in the Posts and Telegraphs 
tariff to which I shall refer 
a little later, the total receipts 
for 1982-83 are estimated at'. 1 
Rs 27,134 crores. The total ' 
expenditure is placed at Rs, 
29,219 crores. The overall -, 
budgetary gap at the exist¬ 
ing rates oftaxation will thus 
be Rs 2,085 crores. 
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The original spares 
for Ashok Leyland , ARvlJ 
vehicles: 


When you replace parts 
- on your prized Ashok 
Leyiend vehicle, do yew go 
for genuine Athok LeyJend 
spares, Leyparts? Or settle 
for cheeper spares? 

It makes good sense to 
match them to tha originals. 
Because that way, you are 
sure ofcorractly machined, 
precision engineered parts 
that give you good mileage 
for your money 
And that's what Leyparts 
ere-12,000 of them, 
engineered to the same 
excellent standards as the 
Ashok Leyland vehicles. 

What's more, Leyparts 
represent the latest in 
Ashok Leyland s ft & 0. 


making them the most 
advanced designed spares 
going in the country. 

In short, Leyparts are care* 
crafted exclusively for Ashok 
Leyland vehicles-for their 
optimum efficiency and 
ultimate economy 
And Leyparts are available 
with us and other authorised 
dealers throughout the 
country. 

Aehok Leyland Limited 
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Once Ramco 
Forever Ramco 
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Once Ramco goes up it could stay up forever—come sun, 
wind or rain. And once people choose Ramco they stay 
with Ramco forever (ask our customers!). Because Ramco is 
more than just another asbestos cement sheet—it's permanent* 
protection. It requires minimum maintenance.Many people 
insist its quality is the best! And it improves with age I 
Ramco asbestos cement sheets, manufactured on modem lines 
in fully.automatic plants, have greater strength and durability, 
better heat and corrosion resistance That's why Ramco 
is the most sought after asbestos cement sheet. 
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Manufactured by 

Southern Asbestos Cement Ltd., 

739 Anna Salai, Madras-600 002 

Branches at. Bangalore-Cochin-Vijqyawada-Hyderabad-Pune 

Factories at * Arkonam (Tamilnadu).Karur (Karnataka) 


Asbestos cement sheets & 
accessories 
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Incentive to Saving 


The Finance Minister’s budget proposals afford incentives for stimulating savings and invest¬ 
ment . As a parallel measure, the ceiling of the value of investments in specified financial 
assets exempt from wealth tax has been raised from Rs 1,50,000 to Rs 1,65,000. At the 
same time he has raised the rate of income tax on slab 60,001 to 70,000 and from 85,001 to 
1,00,000 by 2.5 per cent. This is more to vouch for his socialist pretensions than as a revenue 
raising measure as the yield from this increase in a full year will be no more than Rs 3.24 
crores . The tax measures now proposed will yield an additional revenue of Rs 470 crores to the 
Centre and Rs 63 crores to the States, yet leave an uncovered deficit of Rs 1,365 crores in 
1982-83. Given below is Part B of the Finance Minister's speech . 


’Before I present my tax pro- payers. There have been many exemption up to Rs 400 per 
posals, 1 would like to indi- representations that the in- month in respect of the 
cate the broad objectives 1 come-tax exemption limit house rent allowance received 
have kept in view. While we should be raised, taking ac- by them. I propose to raise the 
take comfort in our success count of increases in the cost monetary ceiling from Rs 300 
in reducing inflation, it is of living. I cannot accept, to Rs 400 per month also for 
of the utmost importance that as a principle, that income those who are not receiving 
the Budget itself should not limits for exemption from house rent allowance, 
give rise to further inflatio- tax should be fixed with re- The owner of a self-occupied 
nary expectations. Any large ference to cost of living, house is entitled to a deduc- 
uncovered deficit beyond pru- Nevertheless, I believe some tion, from the annual letting 
dent limits is inherently relief to salaried taxpayers value of the house, of an 
inflationary. It also gives within the lowest taxable slab amount equal to one-half 
rise to adverse expectations would be appropriate. At of the annual letting value 
with regard to the behaviour present, salaried taxpayers or Rs 1,800 whichever is less, 
of prices. It is therefore my are entitled to a standard de- I propose to raise the mone- 
mtyor concern to keep the duction equal to 20 per cent tary ceiling of Rs 1,800 to 
budgetary deficit as low as of the salary, subject to a R s 3,600. 
feasible. ceiling of Rs 5,000. I propose The annual letting value of 

Another important ob- ra * se ratc ot deduc- a ne wly constructed house 
jeetive is to avoid measures tlon from 2 V P er to ,. let out on rent is reduced for 
which would place undue P er Without di^urbmg tax purposes by an amount 

burdens on the low income ceiling of Rs 5,000. This U p t0 r s 2,400 in respect of 

and middle income groups. 8 ,v 5 a significant measure eac h residential unit for a 

These groups are the worst relief to those with salaries period of five years. With a 
sufferers in times of inflation. u P to ^ 20,000. The loss ot t0 p rovi< iing a stimulus 

As I have already indi- 'I’oo^s^ Rs 2 -58 for construction of houses, 

cated, providing adequate crores ,n particularly for persons with 

incentives for increasing pro- , Another measure of relief relatively lower incomes, I 
duction and savings in the seems deserved, for those at propose to raise the mone- 
economy is a prime objec- the end of their working tary limit of Rs 2,400 to 
tive of this Budget. Larger lives. I propose to exempt Rs 3,600. 
savings and increases in pro- from income-tax, subject to I propose to liberalise the 
ductivity can significantly certain conditions, the cn- scheme of deduction in 
help moderate inflationary cashment benefit in lieu of respect of long-term savings 
pressures and also generate unavailed earned leave given such as life insurance, provi- 
resources for development, to employees when they re- dent fund contributions, etc. 
The buoyancy in revenue tire. A deduction of 100 per cent 

and the decline in the rate of Taxpayers who are not in will be allowed in respect of 
inflation in the environment receipt of house rent allow- the first Rs 6,000 of the quali- 
of strong agricultural and ance are entitled to a deduc- fying savings, plus 50 per cent 
industrial growth in 1981-82 tion upto Rs 300 per month of the next Rs 6,000 of such 

confirm this. in respect of the house rent savings plus 40 per cent of the 

Sir, coming now to di- paid by them. However, per- balance. The monetary ceil- 
rect tam, my first propo- sons receiving house rent al- ing in respect of the savings 
tall" concerns salaried tax- lowance are entitled to an qualifying for .deduction is also 


being raised from Rs 30,000;':] 
to Rs 40,000. The higher mone^il 
tary cciiing in respect of tbe ;al j 
qualifying savings in the casta/] 
of authors, playwrights, aravf 
tists, musicians, actors, sport«4 : | 
men and athletes is also be*/,/] 
ing raised from Rs 50,000$$ 
to Rs 60,000. These incentive!' ’ 
for larger savings will resujf-"] 
in a revenue loss of Its 26.1t\] 
crores in a full year and 
19.76 crores in 1982-83. 
may be desirable in due counsel 
to provide a wider choice of-2 
eligible modes of savings tta4| 
taxpayers. I therefore priS^fl 
pose to extend the existinjftf 
tax concession in relation tajpi 
investment in notified 
tral Government securities. 


Insurance Premia 

1 find that out of the ncw)| 
life insurance policies issued 
by the Life Insurance Corpo<»\s 
ration of India, nearly IS pe$f 
cent policies lapse before thtal 
end of the following yeat/tf 
Such a high volume of lapse* $ 
shortly after the issue of thta'i) 
policies is a matter of conwi) 
cern. It also implies that tfa# 
very purpose for which tfctaf 
tax concession is allowed in : 
respect of premia on such poUj» 
cies, which is to promote 
long-term savings through'/' 
life insurance, is frustrated*! 
1 propose, therefore to pro*)) 
vide that where a taxpayer | 
discontinues a life insurance); 
policy before premia fqr§ 
two years have been paid, 
no deduction will be allowed.: 
in respect of the premia if' 
any paid under the policy and,)* 
if such deduction has been 3 
allowed, the same shall be); 
withdrawn. 

Under the existing inceifc.' 
tives for stimulating savings,!* 
and investment, income up*! 
to Rs 3,000 from investment:! 
in specified financial asseri^| 
such as Government secuii*! 
ties, units in the Unit Trust") 








Oi India,} bank deposits and 
Share# in Indian companies, 
is exempt from income-tax. 
In addition, income up to 
Rs 2,000 from units in the 
Unit Trust of India is exempt 
from tax. I propose to raise 
the ceiling of Rs 3,000 to 
Rs 4,000 and the separate ceil¬ 
ing in respect of income from 
units, from Rs 2,000 to 
Rs 3,000. This measure will 
result in a revenue loss of 
Rs 12.12 crores in a full year 
and Rs 9.09 crores in 1982-83. 

As a parallel measure, I 
propose to raise the ceiling 
of the value of investments in 
specified financial assets ex¬ 
empt from wealth-tax from 
Rs 150,000 to Rs 165,000. 
In addition, the separate ex¬ 
emption of Rs 25,000 provi¬ 
ded in respect of units m the 
Unit Trust of India is pro¬ 
posed to be raised to Rs 35,000. 
The revenue loss will be 
Rs 1.54 crores in a full year, 
but there will be no loss ,n 
1982-83. 

At present, taxpayers arc 
allowed a deduction, in the 
computation of taxable in¬ 
come, of 50 per cent of am¬ 


ounts invested in equity shares 
of rrw industrial companies 
and companies engaged in 
providing long-term finance 
for construction or purchase 
of houses for residential pur¬ 
poses. The maximum invest¬ 
ment in a year qualifying for 
this deduction is limited to 
Rs 10,000. With a view to 
encouraging larger invest¬ 
ments in such companies, I 
propoes to raise the monetary 
ceiling for investment to 
Rs 20,000. 

While 1 have given some 
relief to those in the lowest 
taxable income range, I con¬ 
sider that there is scope for 
more progression in the tax 
rates for high income. I, ac¬ 
cordingly, propose to modify 
the rates of personal taxation, 
so as to raise the rate of in¬ 
come-tax on the slab of 
Rs 60,001 to Rs 70,000, from 
50 per cent to 52.5 per cent, 
and on the slab of Rs 85,001 
to Rs 100,000, from 55 
percent to 57.5 percent. This 
would yield Rs 3.24 crores in 
a full year and Rs 2.43 crores 
in 1982-83. 

deduction of tax at source 


from dividends, interest on 
securities And other interest 
causes considerable incon¬ 
venience, and even hard¬ 
ship, to a large number of 
small investors whose tax¬ 
able income is below the ex¬ 
emption limit. For the con¬ 
venience of such persons, I 
propose to provide that in¬ 
come-tax shall not be deduc¬ 
ted at source if the recipient 
furnishes a declaration to the 
payer of such income to the 
effect that his estimated total 
income of the relevant year 
will be below the exemption 
limit. 

I aI$o propose to provide 
that tax will not be deducted 
at source from interest paid 
on such securities of the 
Central Government or a 
State Government as may 
be notified by the Central 
Government in this behalf. 

The tests of “residence’’ 
in India laid down for taxa¬ 
tion purposes result in hard¬ 
ship to Indian citizens earn¬ 
ing income in foreign coun¬ 
tries who come to India for 
short spells. An individual is 
regarded as resident in India 


in a year if he stays here y, j 
that year for 30 days onlin ' 
and also maintains a dwell- i 
ing house there for 182 days ' 
or more. As this test causes 
hardship to persons work¬ 
ing outside India, who come 
home even on relatively short 
visits, 1 propose to delete this 
test of residence. 

Under another test, per¬ 
sons who have been in India 
for 365 days or more in the 
four years preceding the rele¬ 
vant year, become resident 
in that year by being in India 
for 60 days or more in that 
year. In the case of Indian 
citizens who are employed 
abroad and who come to 
India on leave or vacation, $ 
the period is 90 days. I pro¬ 
pose to extend this benefit 
also to the self-employed and 
those in other occupations, 
irrespective of their avocation 
abroad or the nature of their 
visit to India. 

Indian citizens who go 
abroad for purposes of em¬ 
ployment are now chargeable 
to tax in India on their foreign 
income, if they have stayed 
in India for more than 60 
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days that year. 1 prtijjdteto 
liberalise the provision so that 
an Indian citizen who leaves 
jndia in any year for purposes 
of employment shall not be 
treated as resident unless he 
has been in India for 182 days 
or more in that year. 

I will now come to some 
proposalsregardingforeign ex¬ 
change earnings. I propose 
to provide some tax relief to 
importers whose export turn¬ 
over for any year exceeds 
that of the immediately pre¬ 
ceding year by more than 10 
per cent. The tax relief, to be 
calculated at a specified per¬ 
centage of such excess turn¬ 
over, would be limited to 10 
per cent of the income-tax 
otherwise payable on export 
[profits. The rate at which the 
tax relief will be calculated 
and the goods qualifying for 
the purposes of this conces¬ 
sion will be notified by the 
Central Government. 

With a view to strengthen¬ 
ing the competitiveness of 
our construction contractors 
who have undertaken pro- 
lects outside India, 1 pro¬ 
pose to exempt 25 per cent 
:>f the profits derived by them 
fa)m such foreign contracts, 
>ubject to certain conditions. 

Concession to Banks 

With a view to augmenting 
the capital base of Indian 
i>anks engaged in banking ope- 
ations in foreign countries, 
[ propose to provide that those 
>anks which are approved in 
his behalf by the Central 
3overnment would be en- 
itled to a deduction upto 40 
>er cent of their income car- 
ied to a special reserve ac¬ 
count. 

Interest-tax levied under 
he Interest-tax Act forms an 
ntegral part of our credit 
K>licy. However, taking note 
>f the escalation in costs of 
ndustriai projects, I propose 
o exempt scheduled banks 
rom payment of interest- 
ax on the interest received by 
hem on loans sanctioned in 
oreign currency for import of 
apital plant and machinery. 
Vith a view to improving 
he competitiveness of export 
f capital plant and machi¬ 
nery, I propose to exempt 
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interest paid on credit sanc¬ 
tioned by schedule banks for 
export of capital plant and 
machinery on deferred pay¬ 
ment terms outside India, 

Investment allowance at 
the higher rate of 35 per cent 
is granted in respect of machi¬ 
nery and plant installed for 
the manufacture of articles 
made with know-how deve¬ 
loped in Government labo¬ 
ratories, public sector com¬ 
panies, recognised institu¬ 
tions and universities. This 
concession is available in 
relation to machinery and 
plant installed up to March 
31, 1982. I propose to extend 
this tax concession for a 
further period of five years. 

Drug Company Dividend 

Dividends received by a 
domestic company from an 
Indian company engaged 
exclusively or almost exclu¬ 
sively in the manufacture of 
specified articles are comple¬ 
tely exempt from income-tax. 
Having regard to the impor¬ 
tance of basic drugs, synthe¬ 
tic rubber and rubber che¬ 
micals (including carbon 
black), I propose to extend 
the benefit of this tax con¬ 
cession to dividends received 
from companies engaged in 
the manufacture of these arti¬ 
cles as well. 

At present, scheduled com¬ 
mercial banks are allowed a 
deduction in respect of pro¬ 
visions made by them for 
bad and doubtful debts relat¬ 
ing to advances made by their 
rural branches. The deduc¬ 
tion is limited to 1.5 per cent 
of the aggregate average ad¬ 
vances made by the rural bran¬ 
ches. In order to promote 
rural banking and to assist 
non-sched uled commercia 1 
banks operating in the rural 
sector, I propose to extend 
the benefit of this tax con¬ 
cession to them also. 

Energy saving and protec¬ 
tion of the environment are 
high priority areas. I there¬ 
fore propose to allow depre¬ 
ciation at 30 per cent on de¬ 
vices and systems for energy 
saving, or for minimising en¬ 
vironmental pollution or for 
conservation of natural resour¬ 
ces. The list of the qualifying 


items will be notified in due 
course. 

At present, taxpayers are 
entitled to 100 per cent deduc¬ 
tion in respect of donations 
made to approved institutions 
engaged in carrying out prog¬ 
rammes of rural develop¬ 
ment. I propose to extend this 
concession to donations made 
to approved institutions for 
use in programmes of con¬ 
servation of natural resources. 

Hon’bJe Members will 
be happy to hear that I pro¬ 
pose to place donations made 
to the National Children’s 
Fund at par with donations 
made to other funds of natio¬ 
nal importance such as the 
National Defence Fund, the 
Jawaharlal Nehru Memorial 
Fund, and the Prime Minis¬ 
ter’s National Relief Fund. 

I consider that some ratio¬ 
nalisation of the taxation in 
respect of capital gains is de¬ 
sirable. In the case of non¬ 
corporate taxpyayers, long¬ 
term capital gains up to 
R$ 5,000 are deducted in full. 
Of the balance amount, a 
deduction of 25 per cent is 


allowed where the gains re* 
late to lands and buildings 
and of 40 per cent where the 
gains relate to other assets. ; 
I propose to modify these pro- V 
visions so as to relate the ; 
deduction to the period for ; | 
which the capital asset has 'i 
been held by the taxpayer, f 
and allow a larger deduction | 
in cases where the asset has 
been held for a longer period. | 
The aggregate deduction in j 
respect of capital gains rclat- A 
ing to gold, bullion or jewel- 1 
lery will, however, be rest- i 
tricted to Rs 50,000 only. | 

There is an acute shortagec/i'! 
of housing, and house build- ’if 
ing activity has to be given' 
impetus. With a view to pro- ^1 
viding an incentive to tax- : i| 
payers who do not own a | 
residential house, I propose t| 
to exempt from tax long-term is 
capital gains arising from the J 
transfer of other assets where, | 
the net consideration is in- j 
vested by the taxpayer in a vj 
residential house. J,] 

At present, capital gains v| 
arising from the transfer of 'll 
a house used for personal A 
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LOAN AT LOW RATES OF INTEREST 


The Repatriates Cooperative Finance and Development 
Bank Ltd., is a unit set up by the Govt, of India and 
the four southern State Governments to rehabilitate 
repatriates from Sri Lanka, Burma, etc. 

The Bank will advance Rs. 15,000 per repatriate to be 
employed by the industries repayable over a period 
of 5 years at an interest rate of 8%, over a period 
of 8 years at an interest rate of 8.3/4% and over a 
period of 10 years at an interest rate of 9.1/4%, 
the moratorium period being 1 year, 18 months and 
2 years respectively. 

Apply to 

The Managing Director 

Repatriates Cooperativa Finance 
A Development Rank Ltd. 

Ill Sanfhome High Road, Madras: 600028. 
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residence by the taxpayer are 
exempt from income-lax to 
the extent that such gains are 
utilised by the taxpayer for 
constructing or purchasing a 
house for purposes of perso¬ 
nal residence wit!)in a speci¬ 
fied period. These conditions 
often lead to hardship, 1 there¬ 
fore propose to remove these 
restrictive conditions. 


Trust Investments 

Charitable and religious 
trusts are required to conform 
to the investment pattern 
laid down in the Income-tax 
Act. Any trust which has not 
changed over to this pattern 
of investment will forfeit ex¬ 
emption from tax from the 
assessment year 1982-83. These 
trusts have been given ade¬ 
quate notice to change their 
investment pattern and, or¬ 
dinarily, i would not have 
proposed any modification in 
these provisions. However, 

1 find that the whold gamut 
of the provisions relating to 
charitable and religious trusts 
is under consideration by the 
Economic Administration Re¬ 
forms Commission. As the 
Government would like to 
carefully consider the recom¬ 
mendations of the Com¬ 
mission in this matter, I pro¬ 
pose to amend the relevant 
provisions so that such trusts 
do not forfeit exemption from 
income-tax for the assess¬ 
ment year 1982-83. 

My distinguished prede¬ 
cessor had made an announ¬ 
cement in the Lok Sabha on 
the March 31, 1981 that 

the provisions of the Income- 
tax Act relating to the in¬ 
vestment pattern of trust 
funds would be modified, so 
as to permit charitable and 
religious trusts or institu¬ 
tions to invest the trust funds 
in immovable properties as 
well. 1 am proposing an 
amendment of the relevant pro¬ 
visions of the Income-tax Act 
to fulfil the assurance given 
by him. 

While the levy of wealth- 
tax on agricultural property 
was discontinued by the 
Finance (No. 2) Act, 1980, 
owners of tea, coffee, rubber 
and cardamom plantations 
continue to be chargeable 


to wealth-tax. Our expe¬ 
rience is that the valuation 
of agricultural land; form*- 
ing part of such plantations 
leads to administrative diffi¬ 
culties, complaints of harass¬ 
ment and litigation. The yield 
from this levy is also 
insignificant. 1, therefore, 
propose to discontinue the 
levy of wealth-tax on such 
plantations as well. 

The value of tools and 
instruments necessary to en¬ 
able the taxpayer to curry on 
his profession or vocation is 
exempt from wealth-tax up to 
an aggregate amount of Rs 
20,000, which appears inade¬ 
quate. I propose to raise it 
to Rs 50,000. I also propose 
to raise, from the present 
Rs 30,000 to Rs 75,000, the 
ceiling of the value of con¬ 
veyances, including motor 
cars, for the purpose of ex¬ 
emption from wealth-tax. 

Gift Tax 

Stamp duty paid on an ins¬ 
trument relating to the gift 
of any property is allowed as 
a deduction from the gift- 
tax payable by the taxpayer 
in cases where the amount of 
gift-tax exceeds Rs J,000. 
I propose to allow the bene¬ 
fit of this deduction even 
where the gift-tax payable 
does not exceed Rs 1,000. 

The Hotel-receipts Tax Act, 
1980 provides for the levy 
of tax on the gross receipts 
of luxury hotels. As the levy 
of this tax may adversely 
affect the flow of foreign 
tourists into India, I propose 
to discontinue this levy in 
relation to the chargeable re¬ 
ceipts of such hotels accruing 
or arising or received by them 
after February 27, 1982. The 
revenue loss would be about 
Rs 6 crorcs. 

The other proposals in the 
field of direct taxes are of 
relatively minor importance. 
1 would, therefore, not like 
to take up the time of the 
House by referring to them 
here. 

Hon'hie Members would 
have noted that in the direct 
tax proposals l have set out, 
I have endeavoured to pre¬ 
serve stability in the tax sys¬ 
tem, while providing subs- 
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Industrial Finance Corporation of India 

(The first Development Bank established in 1948 soon 
after Independence) 

♦Provides direct financial assistance in the form of rupee 
& foreign currency Joans, underwriting and/or direct 
subscription to shares/debentures as also guarantees for 
deferred payments and foreign loans to all eligible me¬ 
dium and large-sized industrial projects set up or pro¬ 
posed lo be set up in the country in the corporate and/ 
or co-operative sectors. 

♦Helps in development and growth of small scale and 
ancillary units, through its specially devised Promotional 
Schemes as also provides much needed guidance to 
new, medium ami small scale entrepreneurs in project 
planning and implementation etc., through its specialized 
agencies like Technical Consultancy Organisations (TCOs) 
set up for the purpose. 

SPECIAL FEATURES OF ASSISTANCE 

* Encouragement to new entrepreneurs and/or tech¬ 
nocrats. 

♦Concessional finance for new projects in notified 
industrially less developed disiricts/areas. 

♦Special consideration for schemes of modernisation 
of existing units. 

HIGHLIGHTS OF OPERATIONS 

(unto the 3ist Dec. 1981J 


♦Projects assisted 
♦Projects assisted in notified 
less developed districts/areas 
♦Projects assisted in the co¬ 
operative sector 
♦Projects promoted by new 
Entreprcncurs/Technocrats 

SPECIALIZED AGENCIES SET UP 

♦Technical Consultancy Organisations (TCOs) established 
in Himachal Pradesh, Rajasthan & Madhya Pradesh. 

♦Risk Capital Foundation (RCF) established at New Delhi 
to help new Entrepreneurs in raising promoters’ equity. 
♦Management Development Institute (MDI) alongwith 
Development Banking Centre (DBC) sponsored to provide 
training in modem management techniques and develop¬ 
ment of managerial skills in different sectors of industry. 

Entrepreneurial Guidance Available at AU Offices of IFCI. 
Industrial Finance Corporation of India 

Bank of Baroda Building, 16, Sansad Marg, 

NEW DELHI-110001 

4 -# 4-444 44 - 4-4 4+44 4 4 444 ++♦ *+ + 444+4 ++++++++♦+++ 4-4 


Total 

Total 

Number 

Amount 

1493 

Rs. 1394.79 crores 

584 

Rs. 588.35 crores 

202 

Rs. 195.30 crores 

205 

Rs. 105.91 crores 
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tantiAl incentives for savings. 

1 have also rationalised the 
capital gains tax and provi¬ 
ded some concessions where 
necessary. 

Mr Speaker, Sir, I now turn 
to the area of indirect taxes. 
Taking customs duties first, 
my principal proposal is 
with regard to auxiliary du¬ 
ties of customs. This levy, 
which has been imposed on 
an annual basis since the 
1973 Budget, is proposed to 
be continued during 1982-83. 
The balance of payments posi¬ 
tion has been under pressure 
in recent times and will con¬ 
tinue to be so for some time 
to come. However, a libera¬ 
lised regime of imports has 
•been a feature of our eco- 
rnomic policies This will be 
continued in order that invest¬ 
ment and production, parti¬ 
cularly in essential and prio¬ 
rity sectors, arc not hamper¬ 
ed or slowed down. There 
is no strong reason, however, 
why those who have access 
to imports in a difficult situa¬ 
tion should grudge to pay 
a little more. I accordingly 
propose to increase the rates 
, of auxiliary duties by 5 per- 
. centage points on all cate- 
, goriest of imports, with some 
i exceptions. 

^ Exemption Granted 

J I am excluding from the 
^proposed increase in auxi- 
[ liary duty essential items 
like crude petroleum, bulk 
petroleum products, such 
as kerosene and high speed 
diesel oil, and some other 
items on which import duty 
rates have been adjusted in 
the recent past on price parity 
considerations. Fuller details 
of these proposals are avail¬ 
able in the Budget papers. 

My proposals relating to 
auxiliary duties of customs 
are expected to yield an 
additional revenue of Rs 
290 crores. 


In the light of the present 
market conditions, and the 
need for encouraging a few 
selected industries, it is neces¬ 
sary to effect certain chan¬ 
ges in the basic customs 
duties. I propose to raise the 
basic customs duty on cork 
and cork articles from 40 



per cent to 60 per cent ad 
valorem; on certain cate¬ 
gories of dyestuffs, from 60 
per cent to 100 per cent ad 
valorem; and on certain other 
categories of dyestuffs, pig¬ 
ments and colours and paints 
and varnishes, from 100 per 
cent to 150 per cent ad valo¬ 
rem. 


Duty on Steel Items 

I also propose to in¬ 
crease the basic customs duty 
on certain items of iron and 
steel, such as melting scrap 
or stainless steel and heat- 
resisting steel, and certain 
categories of alloy steel ex¬ 
cluding stainless steel and 
heat resisting steel from the 
existing levies to 60 per cent 
ad valorem. The effective rate 
of basic customs duty on cop¬ 
per pipes and tubes blanks 
and hollow bars of prescribed 
specifications will be increased 
from 40 per cent to 60 per 
cent ad valorem. The basic 
customs duty on polyester- 
chips is being increased from 
100 per cent to 140 per cent. 
These proposals arc likely 
to result in additional re¬ 
venue of Rs 42 crores. 

ft may be recalled that in 
the last Budget, an effective 
customs duty of 15 per cent 
ad valorem was imposed on 
imported newsprint on which 
there continues to be large 
foreign exchange outgo. The 
Government has received 
representations against this 
levy. I propose to convert the 
ad valorem levy to a specific 
total levy of Rs 825 per met¬ 
ric tonne so as to obviale 
automatic increase in its 
incidence on account of 
rising international prices. 
There will be no revenue loss. 

The indigenous zinc and 
lead industries are facing diffi¬ 
culties owing to escalation of 
input costs, particularly of 
imported concentrates. Tn 
order to enable them to in¬ 
crease their capacity utilisa¬ 
tion, I propose to reduce the 
total customs duty incidence 
on imported zinc concen¬ 
trates from 50 per cent to 
15 per cent ad valorem and 
that on lead concentrates 
from 50 per cent to 5 per cent 
ad valorem. Simultaneously, I 
propose to increase the cus¬ 


toms duty on imported zinc 
metal from 50 per cent ad 
valorem to 60 per cent ad 
valorem. In order partly to 
offset the revenue loss, 1 pro¬ 
pose to increase excise duties 
on indigenously produced 
zinc metal, zinc scrap and 
zinc pioducts by Rs 715 
per metric tonne and that 
on lead metal and scrap by 
Rs 374 per metric tonne. The 
excise duty on zinc pipes and 
tubes will go up from 38.5 
per cent to 49.5 per cent ad 
valorem. These measures, 
taken together, would result 
in an overall Joss of about 
Rs 41 lakhs. 

With a view to improving 
the competitive position of 
Indian chromite ore in the 
context of falling prices in the 
export market, I propose lo 
convert the existing specific 
rates of export duty appli¬ 
cable to different grades of 
the ore and concentrates to 
an ad valorem duty of 10 
per cent. The revenue sacri¬ 
fice is of the order of Rs 1 
or ore. 

I also propose to fully ex¬ 
empt two fertilizers-Calcium 


Ammonium Nitrate and Am¬ 
monium Sulphate from cus¬ 
toms duties. The import 
duty on internal combustion 
engines and non-interchange- 
able parts of such engines for 
manufacture of power tillers 
is also proposed to be re¬ 
duced from 125 per cent to 
50 per cent, 

T propose to fully exempt 
10 more bulk drugs imported 
for manufacture of life-saving 
drugs and medicines. De¬ 
tails are being notified. 

During the past few years, 
the Government has been 
using the fiscal mechanism 
for accelerating the growth 
of the clecTonics indus¬ 
try. As a further step in this 
strategy, I propose to raise 
the basic customs duty on 
electronic items such as com¬ 
puters, calculating machines, 
accounting machines, cash 
registers and certain elec¬ 
tronic sub-assemblies from 
the existing levels of 40, 50 
and 60 per cent to 100 per 
cent ad valorem. On the other 
hand, I propose to extend the 
scope of the present import 
duty concessions to cover 45 


ANIL 

in the Service of Nation 
offers 


The products which are cheeked 
and rc-checkcd at every stage 
for quality of their manufacture 
in ANIL's Plants- -one of the 
finest in India 


Maize Starch, Chemical 
Starches, Dcxtrins 
British Gum, Maize 
Gluten, Maize Oil, Maize 
Oil Cake, Corn Steep 
Liquor, Sulphuric Acid 

Activated Carbon 
Industrial Enzymes 

Sorbitol, Liquid Glucose 
Dextrose Monohydrate 
Dextrose Anhydrous 
Hydrol 

Calcium Gluconate 

Superphosphate and 
Mixed Fertilisers 
Alumina Ferric 


l THE ANIL STARCH PRODUCTS LTD., 

i P.B. NO. 10009, ANIL ROAD, 
AHMEDABAD-380 025. 

Telex No. 544 Tel.Nos. 373122, 373222 Gram:‘NILA’ 

L 



MARCH 19,1982 


693 




Nineteen years ago, we set about identifying 
areas of cooperation, creating suitable' frame-work* 
for skills and finance... 


today, with 10 crore members, 
the cooperative sector benefits more 
than half of the nation’s population 


The value of operations of all 
types of cooperatives is in excess 
of Rs. 16000 crore. These figures, 
however, cannot indicate the 
tremendous social gains that have 
accrued to the poorer sections 
of the community. 

With increased marketing of 
farm-produce, cooperatives are 
trying to ensure a remunerative i 
price to the producer, eliminating 
the middlemen, who comer the 
bulk of profits for themselves. 
The supply of agricultural inputs ] 
and other essential consumer 
commodities by village coopera* j 
fives at fair prices at the: 
door-steps of the farmers is a 
boon to them. { 

NCDC has played a pivotal role 
In uplifting the weaker sections 
during the last few years, particu¬ 
larly the fishermen, handloom 
weavers and tribals. The Corpo- j 
ration has been speeding up its 
* programmes to provide financial 
and technical assistance to the . 
farmers, in diverse fields, from 
agro-processing to distribution 1 
of fertilisers, from marketing of 
, agricultural crops to promoting 
1 giants like IFFCO, NAFED and 
1 NHEC. Already in operation are 


plans to set up a rural growth With an outlay of Rs. 80 crore 

centre in every village. At this 6lated for this year and more to 

centre "under one roof" the come, we are well on our way to 

farmers would be able to secure f reaching our goals, 
all their farm requirements, buy ( - 
essential consumer items, avail 
of credit facilities and also sell i 
their agricultural produce. j i 

NCDC has, so far, invested/ 

Rs 425 crore in cooperatives. ‘ 




Our goal of promoting 
cooperatives is a growing 
national investment. 

NATIONAL COOPERATIVE 
DEVELOPMENT CORPORATION 

A STATUTORY CORPORATION 

Head Office : 4, Siri Institutional Area. 
(Behind Hauz Khas). New Delhi-110016.' 

Regional Offices: Bangalore a Calcutta • Chandigarh, 

• Gauhati • Jaipur • Lucknow • Poona 
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% M' capital equip¬ 

ment and 13 new items of 
raw materials and compo¬ 
nents used by the electronics 
industry. The customs duties 
leviable on these items are 
proposed to be reduced from 
the respective existing rates 
to 35 per cent ad valorem in 
the case of machinery and 
instruments and to 55 per 
cent ad valorem in the case 
of raw materials and compo¬ 
nents. The net revenue gain 
from these proposals is Rs 13 
crores. 

Representations have been 
received that it is not always 
possible for units in the Free 
Trade Zones to export their 
entire production, and that 
a provision should be made lo 
allow a proportion of the 
goods manufactured in these 
zones to be cleared into the 
domestic tarifT area. Jt has 
been decided, subject to cer¬ 
tain conditions, to allow such 
removals upto 25 per cent of 
the production of a unit for 
sale or use within the country 
on payment of appropriate 
duties. Provision is being made 
in the Finance Bill to amend 


the Customs and Central 
Excire Acts for the purpose. 

On the Central excise side, 
the levy of special duties of 
excise is proposed to be con¬ 
tinued at the existing rates 
during the year 1982-83. The 
existing exemptions frem the 
special duty are also proposed 
to be continued. 

As I said earlier, my basic 
approach has been that addi¬ 
tions to revenue from Cen¬ 
tral excise duties should es¬ 
sentially come from increased 
production. I am also avoid¬ 
ing recourse to measures 
which could affect retail pri¬ 
ces over a wide spectrum of 
goods. I have accordingly 
selected only a very few items 
for increased taxation. In 
selecting these items. 1 
have kept in view the demand 
and supply situation which 
has resulted in undue profits 
to trading channels, the 
scope for subjecting certain 
articles of elite consump¬ 
tion to a higher rate of tax, 
and the need to restructure 
the excise and customs duties 
applicable to certain basic in¬ 
dustries. 


The Government has 
decided to introduce a scheme 
of ‘levy' and ‘free’ sale of 
cement, and a dual pricing 
policy based on this concept. 
Details of the new .scheme 
are being notified by the 
Government separately. There 
has been no increase in the 
low level of basic excise duty 
on cement since January, 
1977, even though thereafter 
the price of cement has in¬ 
creased very substantially. 
1 propose to increase the 
total excise duty on ordinary 
Portland cement, portland 
pozzolana cement, blast fur¬ 
nace slag cement and mason¬ 
ry cement, from Rs 71.50 
to Rs 135 per metric tonne. 
The more expensive special 
varieties of cement will be 
subject to higher rates of duty. 
The effective total excise duty 
on cement produced in mini 
cement plants is proposed to 
be fixed at Ps 100 per tonne. 
I also propose to impose a 
basic customs duty of 10 per 
cent ad valorem on imported 
cement, together with full 
countervailing duty. No 
auxiliary duty would be levi¬ 


able on imported cement? 
These proposals will give adaM 
ticiial revenue of Rs 158,73 
crores on the Central excise 
side and Rs 39.60 crores Mi 
the customs side. The 
of the proposed increase i® 
excise duty per bag bl 
cement of 50 kilograms would] 
work out to Rs 3.175. /» 

Tn the recent past, certah 
expensive electronic gootf 
favoured by the affluent 
being produced in increa$ip| 
quantities. These are nbV 
subjected to a very low 
dencc of duty at 8 per 
ad va'orcm under Item 68, & 
the Central Excise Tartlj 
I now propose to carve 
new entries in the exci^ 
tariff, and subject video Qdfcj 
settc recorders and reprodtiS 
cers, television cameras and. 
video cameras and 
goods lo a basic excise dnf$ 
of 25 per cent ad valores$ 
Blank and recorded video and 
audio tapes of the spool 
and cassette types, as al$o 
video discs, are also pro& 
posed to be subject to a basic 
duty of 25 per cent ad valip^ 
rem. Recordings which 
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MALCO 

has now added Aluminium Extrusions to its 
range of quality Aluminium products. 

For your needs of Extrusions, EC and CG Ingots, 
Billets, Alloys, EC Rods, Bus Bars, Calcined 
Alumina and Carbon Electrode Paste 

Please send your enquiries to : 

THE MADRAS ALUMINIUM COMPANY LTD., 

Regd. Office 6 Factory : 

METTUR DAM - 636 402. SALEM DISTRICT. 

Telephone : 361 to 370 (10 lines) Telex : 0450/243-MACO-IN 
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lot for commercial purpose# 
Jill be exemnt. I also pro¬ 
pose to levy basic duty at a 
higher rate of 40 per cent on 
Electronic machines for games 
pf skill or chance, including 
bose used for television garner 
ftnd video games. These pro- 
osals would yield revenue of 
3.83 crores. 

Toilet preparations notcon- 
ining alcohol are liable 
fjto Central excise duty at the 
sic rate of 100 per cent 
;d valorem whereas those con¬ 
fining alcohol attract duty 
ndcr the Medicinal and 
oilet Preparations (Excise 
uty) Act at only *0 per cent 
d valorem or Rs 13.20 per 
jtre of pure alcohol content, 
^whichever is higher. Some mis- 
fuse because of these ‘ diffe¬ 
rential rates has come to 
^notice. 1 therefore, propose to 
[raise the alternative ad valo¬ 
rem rate to J00 per cent ad 
fvalorem so as to place both 
^Categories of toilet prepara¬ 
tions more or less at par. 
[The revenue yield from this 
measure is expected to be 


Rs 2.3 crores and would ac¬ 
crue mostly to the States. 

Man-Made Fibres 

Hon’ble Members* may re¬ 
call that the Textile Policy 
Statement of March, 1981 en¬ 
visaged a review of fiscal levies 
on man-made fibres and yarn. 
While cotton will continue to 
enjoy the predominant posi¬ 
tion in textiles, it is neces¬ 
sary to encourage increased 
consumption of blends of cot¬ 
ton and man-made fibres 
and yarns, if we are to achieve 
the Plan target or even a 
modest increase in ihe per 
capita availability of cloth. 
For some time past, blended 
fabrics containing polyester 
fibre in proportions too small 
to imparl the requisite dur¬ 
ability and easy-carc proper¬ 
ties to the fabrics are flooding 
the market with stampings 
thereon which would mis¬ 
lead the public. From the 
point of view of belter uti¬ 
lisation of polyester fibre, 
?t is necessary to encourage 
blends of desirable propor¬ 
tions and discourage blends 


NEW ENTREPRENEURS ! 

Set up new units of your own. 
GSFC has a Scheme for you 

Perhaps you have limited financial resources to 
set up your own unit. The New Entrepreneurs Scheme 
offered by GSFC solves your problems. 

Salient features of the Scheme t 

* Loan upto 90% of the fixed-assets 

* Loan upto Rs. 3 lakhs for a project 

* Concessional rate of interest 

* Moratorium of Ll/2 years for interest payment. 

Are you a qualified technician? A craftsman ? 

A person with practical experience in industry ? 

Yes, You arc. 

Here is an opportunity to build your own Industry.. 
for further details write to : 

GUJARAT STATE FINANCIAL 
CORPORATION 

g §J Children’s Hospital Building, 

\ y Rasala Road, Mithakhali, 

AHMEDABAD 380 006. 

EASTERN ECONOMIST 




which do not really serve the 
intended purpose. I therefore 
propose to make certain chan¬ 
ges in the fiscal levies appli¬ 
cable to man-made fibres 
and yarns. 1 propose to in¬ 
crease the duty on blended 
cotton yarn and cellulosic 
spun yarns containing up to 
one-sixth by weight of polyes¬ 
ter fibre from the existing 
average total incidence of 
Rs 1.63 per kilogram to Rs 7.5 
per kilogram. The total inci¬ 
dence on such blended yarns 
containing more than one- 
sixth but less than 50 per cent 
of polyester fibre, which seem 
to be desirable blends in Indian 
conditions, is proposed to 
be reduced from Rs 22.50 per 
kilogram to Rs 11.25 per kilo¬ 
gram. 

Blended Fabrics 

Similarly, the incidence 
on blends containing 50 per 
cent or more but less than 70 
per cent of polyester fibre is 
being reduced from Rs 30 
per kilogram to Rs 22.50 
per kilogram. There will be 
no change with regard to 
blends containing 70 per cent 
or more of polyester fibre. 

It is proposed to increase 
the total incidence of Central 
excise duty on acrylic fibre 
from Rs 12.50 to Rs 17.50 
per kilogram and simulta¬ 
neously to reduce the counter¬ 
vailing duty on imported fibre 
from Rs 37.50 to Rs 30 per 
kilogram. 

Turning to viscose staple 
fibre, the excise duty is being 
raised from Rs 3.125 per kilo¬ 
gram to Rs 4 per kilogram and 
the duty on polynosic and 
high wet modulus fibres is 
being reduced from Rs 5 
to Rs 4 per kilogram. 

Acetate filament yarn which 
is used in the decentralised 
sector is not produced in 
adequate quantities in the 
country. Jt is proposed to 
reduce the customs duty on 
it from 125 per cent to 20 
per cent ad valorem so as to 
facilitate imports of this yarn. 

I do not propose to change 
the excise or basic customs 
duty rates applicable to other 
fibres such as acetate fibre 
an<f polyester fibre and other 
filament yarns such as vis¬ 
cose, nylon and polyester fila¬ 
ment yarn. 


These proposals Would re¬ 
sult in a net Joss of Rs 13 
crores on the Central excise 
side and a gain of Rs 12.94 
crores on the customs side. 

At present, there is no basic 
excise duty leviable on man¬ 
made fabrics, the incidence 
of such duties having been 
shifted to the fibre and yam 
stages. These fabrics attract 
only additional excise duties 
in lieu of sales tax. While the 
present rate structure is pro¬ 
gressive on fabrics having ex¬ 
factory price up to Rs 10 per 
square metre, it is not so in 
respect of the higher priced 
fabrics since the duty appli¬ 
cable to them is a uniform 5£ 
per cent ad valorem. There are 
very high-priced fabrics in 
This range, catering to affluent 
consumption, and these fab¬ 
rics can well bear a mode¬ 
rate increase in duties. I 
therefore propose to intro¬ 
duce further progression in the 
rate structure in such a way 
thal fabrics having ex-factory 
prices of more than Rs 20 per 
square metre would attract 
duty at 1\ per cent ad valo¬ 
rem. The additional revenue 
from this proposal is estima- 
ed at Rs 35 crores, which 
will go to the States. The 
proposal would also be a 
step towards fulfilment of the 
Centre's commitment to the 
States to increase the overall 
incidence of additional excise 
duties in lieu of sales tax, as 
a percentage of the value of 
clearances. I am sure that 
Parliament and the States 
would whole-heartedly wel¬ 
come this step. 

The overall effect of the 
duty changes on blended 
fabrics containing cotton, cel- 
Julosics and polyester would 
be a decrease in the price 
of desirable blends and an in¬ 
crease in the price the other 
less desirable blends. 

I have included in the 
Finance Bill some provisions 
designed to achieve simplifica¬ 
tion and greater clarity in the 
tariff nomenclature and there¬ 
by minimise the scope for 
classification disputes. These 
measures are not designed as 
revenue raising exercises, but 
because of the changes in 
classifications, some revenue 
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ill accrue. The propolis 
over, among others, major 
petroleum products, artificial 
lid synthetic resins and pLs- 
jlfc materials. 

I also propose to rationa¬ 
le and restructure the tariff 
fating to paper and paper 
Mtrds, the primary objec¬ 
tive being to exempt smto.ll 
ale paper c mverters 
from payment of excise duty 
id to release them from ex¬ 
cise control. In order to re¬ 
coup the consequent loss in 
venue, I propose to raise 
he basic excise duty on indus¬ 
trial varieties of paper and 
iper boards by a small 
rgin of 2\ per cent ad 
Valorem. However, certain 
inverted papers of high 
jfldue-addcd categories are 
toposed to be subject to basic 
“cise duty at 32£ per cent ad 
lorem. Similarly, specified 
Seles made of paper and 
aper board are proposed to 
brought within the pur- 
tlle tari ^ * tem bl,t cffcc ’ 
lively restricting the levy 
ftJb printed cartons and prin¬ 
ted boxes. 

In recent years, the scheme 


of input excise duty relief has 
been extended to cover certain 
specified industrial products. 
I propose to further extend 
input duty relief in respect 
of synthetic rubber, carbon 
black and rubber processing 
chemicals going into the pro¬ 
duction of tyres. To make up 
for the revenue loss, I propose 
to raise the duty leviable on 
tyres from a total of 60.5 per 
cent to 66 per cent ad valorem. 
While tyres for tractors and 
scooters will also enjoy the 
benefits of the input duty 
relief, 1 do not propose 
to increase the final duty 
rates on them. As this is 
intended to be a balancing 
exercise, no credit for addi¬ 
tional revenue is being taken. 

As the House is aware, the 
administered price of alu¬ 
minium metal is revised perio¬ 
dically, keeping in view esca¬ 
lations in input costs. In 
order to contain the incidence 
of excise duty, it is proposed 
to levy duty at specific rates. 
The rates would be Rs 3,085 
on electrolytic grade ingots, 
Rs 3,125 on billets Rs 3,330 
on wire rods produced by 


primary producer* 

Rs 3,280 on wire bars. There 
would be no change in the 
rates of countervailing duties. 
The proposal will give some 
relief to the finances of State 
Electricity Boards. 

As an anti-avoidance mea¬ 
sure, I propose to add to the 
present ad valorem levy on 
flat glass, a specific levy at 
the rate of Rs 5.50 per milli¬ 
metre thickness per square 
metre. Effective rates of duty 
are being prescribed at lower 
levels for different categories 
of flat glass. 

The Government has re¬ 
ceived a large number of re¬ 
presentations alleging mal¬ 
practices in the biri industry, 
on account of the present 
differential rates of excise duty 
applicable to branded and 
unbranded biris. Many State 
Governments and Associa¬ 
tions have urged that this 
distinction should be done 
away with. A suggestion to 
the same effect has also been 
made in a recent meeting of 
Labour Ministers. Taking 
note of these points, I pro¬ 
pose to do away with the 


duty i 

to subject both branded and 
unbranded biris to a uniform 
composite duty rate of Rs 3.60 
per thousand. Simultaneously, 
the existing quantum of un- 
branded biris eligible for 
duty free clearance is also be¬ 
ing reduced from 30 lakhs 
to 20 lakhs in a financial year. 
This would still leave self- 
employed family units, petty 
shop-keepers etc. out of the 
tax net. 

The general scheme of 
excise duty concession appli¬ 
cable to small manufacturers 
of 72 specified groups of 
commodities is being exten¬ 
ded to manufacturers of as¬ 
bestos fibre and yarn. Some 
misuse of the scheme with a 
view to avoiding excise duty 
on popular brands of aerated 
waters has come to notice. 1 
therefore propose to take 
aerated waters out of the 
scope of the general scheme 
and devise a new scheme for 
it. Essenlially, small manu¬ 
facturers who sell their pro¬ 
ducts under their own brand 
or trade names would conti¬ 
nue to enjoy the benefits avail- 




“Keeping up the Maritime Tradition of Tamil Nadu” 

POOMPUHAR SHIPPING CORPORATION LIMITED 

(An Undertaking of the Government of Tamil Nadu) 

Modernisation of Indian Coastal Shipping is our aim 
and we are proud to be the principal carriers of 
coal on the Indian Coast already. 

During 1981-82 we carried over 6 lakh tonnes of 
Bulk coal for the Power Houses of Tamil Nadu . 



Regd. Office : 
'Kuralagam', IV Floor 
Madrae-600 001. 


Phone : 20263 (3 lines) 
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ablet^itf entile prefeitf kmmi. 
However, manufacturers who 
produce and bottle aerated 
waters under brand or trade 
names is pursuance of agree¬ 
ments with the owners of 
such brand or trade names 
would not be eligible for the 
concession. This also is pure¬ 
ly an anti-avoidance measure. 

The general scheme refer¬ 
red to earlier seems to have 
been similarly exploited by 
certain small manufacturers 
of synthetic organic dyestuffs. 
Under the present scheme, 
clearances up to Rs 7£ lakhs 
are fully exempt and an addi¬ 
tional Rs 7i lakhs are subject 
to duty at 3/4ths of the duty 
rate applicable to the orga- 
Inised sector. In view of the 
'relatively high rate of duty on 
dyestuffs and the fact that 
techniques of production of 
some dyestuffs are compara¬ 
tively simple, it appears there 
has been a proliferation of 
small units with consequent 
deleterious effects on the qua¬ 
lity, and also on the industry 
as a whole and on exports. 

Duty on Dyestuffs 

l, therefore, propose to dele¬ 
te dyestuffs from the purview 
of the general scheme. Under 
a new scheme which is being 
announced in respect of dye¬ 
stuffs, very small manufactu¬ 
rers whose clearances do not 
exceed Rs 1 lakh per annum 
will be fully exempt from ex¬ 
cise duty. In the case of other 
small manufacturers, clearan¬ 
ces upto Rs 15 lakhs of dye¬ 
stuffs will be subject to 50 per 
cent of the duty applicable 
to the organised sector. All 
manufacturers will be brought 
under excise control. The 
monetary content of the pre¬ 
sent scheme of relief is, by 
and large, maintained under 
the new scheme. 

At present, certain specified 
consumer electronic goods 
manufactured in the small 
sector attract duty rate lower 
than the normal rates. To res¬ 
trict this duty concession to 
genuine small manufacturers, 
it is proposed to restrict the 
scheme of duty exemption 
to manufacturers with total 
annual turnover not exceed¬ 
ing Rs 2 crores. 


With regard to the match 
industry, 1 do not propose to 
disturb the existing duty struc¬ 
ture. Small manufacturers 
whose clearances have not 
exceeded 150 million matches 
in the preceding financial 
year would continue to be eli¬ 
gible for the concessional rate 
of duty of Rs 1.60 per gross 
boxes on clearances upto 120 
million matches in the finan¬ 
cial year. The concession will 
not be available if the mat¬ 
ches are marketed under the 
labels of manufacturers who 
pay duty at Rs 4.50 or Rs 7.20. 

Match Industry 

As Hon’ble Members are 
aware, the Government has 
been using the excise duly 
mechanism as a powerful in¬ 
centive for the growth of the 
cottage sector of the match 
industry. A number of manu¬ 
facturers in the middle sector 
have, however, challenged in 
courts of law, the excise con¬ 
cession scheme for the cottage 
sector and obtained judge¬ 
ments in their favour. This 
may result in refund of subs¬ 
tantial amounts of duty to the 
middle sector units. As the 
element of duty at the higher 
rate would have already been 
passed on to the millions of 
consumers, any refund of such 
duties would only result in 
unjust enrichment. A pro¬ 
vision has been made in the 
Finance Bill to obviate this 
contingency. 

There have been some dis¬ 
putes in the recent past re¬ 
garding the determination of 
assessable values of excisable 
goods from a given cum-duty 
price, resulting in considerable 
litigation. This has result¬ 
ed in locking up substantial 
amounts of revenue. It is 
proposed to suitably amend 
Section 4 of the Central Ex¬ 
cises and Salt Act to make it 
clear that in computing the 
amount of duty of excise 
deductible from the cum-duty 
price, the effective amount of 
duty of excise payable on 
goods under assessment shall 
alone be taken into account. 
This amendment is being 
given effect to, retrospectively 
from October 1, 1975. 

It has been the long-stand¬ 



ing practice to charge excise 
duty on goods used for cap¬ 
tive consumption within the 
factory where they arc pro¬ 
duced. Some doubt had, how¬ 
ever, been cast on this posi¬ 
tion as a result of judgements 
Of some High Courts, which 
interpreted certain provisions 
of the Central Excise Rules 
to hold that duty could 
not be collected on such 
goods as they had not been 
‘removed* from the factory. 
A number of manufacturers 
have also obtained stay 
orders from courts based 
on the same grounds. The 
matter has been taken up in 
appeal. Nevertheless, in order 
to place the position beyond 
doubt, the relevant Central 
Excise Rules have been suit¬ 
ably amerded. A provision 
has also been included in the 
Finance Bill so that these 
amendments will have retros¬ 
pective effect and the collec¬ 
tions of duty made in accor¬ 
dance with the existing prac¬ 
tice will also be validated. 

As the House is aware, 
1982 has been designated by 


the Prime Minister a& the f 
“Productivity Year". With I 
the improvement in infra- J 
structural facilities, it is hoped | 
that industrial productioji;| 
would register further growth.?! 
in the current year. The fiscal J 
mechanism could be jw»r^| 
ciously deployed in furthering -j 
this objective. With this in * 
view, I propose to formulate 
a scheme of excise duty con- 
cession for increased produce 
tion of goods during the pc* ' ! 
riod of 12 months commencing 
on March J, 1982 and ending" 
on February 28, 1983. Th&| 
scheme would cover it ? 
tariff items including some 
basic raw materials, other iut* 
portant industrial inputs and**! 
certain finished productt*V^3 
Some of the items are caustfg^ 
soda, fertilisers, synthetic fC-fels 
sins, steel ingots and steel;? 
products, internal combu$- 
tion engines, wires and cab*'t| 
les, two and three-wheeled| 
motor vehicles, light and r |f 
heavy commercial vehicle^;* 
tractors, railway wagons, ma#*? 
made fibres and filament yarn* ? 
tyres and writing and prix)t^|| 
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Telegram : “MYACETATE” Telex : 236 Phone: 76911-3 

THE MYSORE ACETATE AND 
CHEMICALS COMPANY LIMITED 

'MysugiirBldg.’, J.C.W. Read, 

BANGALORE 560 002. 

Mycel Acetate Products—the Pioneers in Plastics 

1 ) Cellulose Acetate Moulding Granules: A tough, weather- 
resistant, non-toxic, non-irritable to skin, dimensionally stable 
and dyeable plastic materia). Used in Injection moulded 
household, electrical and industrial articles. 

2) Cellulose Triacetate : A non-inflammable safety film base. 
Used by M/s. Hindustan Photo Films Mfg. Co. Ltd., 
OOTACAMUND for the manufacture of photographic, cine 
and X-ray films and sheets of 0.04 mm to 0.4 mm thickness. 
Also used for electrical insulation purposes. 

3) Cellulose Secondary Acetate: Used in rayon and plastic 
industries and also for cigarette two and lacquer manufacture. 

4) Acetic Anhydride : A clear, colorless liquid, free from suspend¬ 
ed matter more, than 98% pure. Widely used as a base for, 
manufacture of aspirin, dyes, perfumery etc. 

5) Dimethyl Phthaiate : Used in plastics as plasticizer, agarbathi, 
perfume industries. Insect repellent formulations etc. 

6) Diethyl Phthaiate : Used in plastics as plasticizer, agarbathi 
and perfume industries. 

7) Ethyl Acetate : Used as an industrial solvent in the paint and 
lacquer industries and in the manufacture of drugs, cosmetics 
and favouring essences. 

8) Bleached Cotton Linter Pulp : For special applications in 
paper and explosive industries. 

9) Unbleached Cotton Linter Pulp : Used as raw material for the 
manufacture of Blasting soluble Nitrocellulose (BSNC— 
EXPLOSIVES), for insulation board. 

for further details please write to us 
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GORDON W00DR0FFE LIMITED 

AIR FREIGHT DIVISION 

36, RAJAJI SALAI, MADRAS - 600 001. 


TELEX : MS 420 & 330 


PHONE : 20534 


GRAMS : “WOODROFFE” 


IATA APPROVED AGENTS 
CONSOLIDATION AND BREAK BULK AGENTS 

AND 

INDIAN AIRLINES CARGO AGENTS 

AT MADRAS, DELHI, BANGALORE A HYDERABAD 


ALSO OFFERING 
SERVICES FROM. 


ATTENTION ; 

‘ ■** 

IMPORTERS/- 

EXPORTERS 


BOMBAY, DELHI, CALCUTTA, BANGALORE, 
SECUNDERABAD, COIMBATORE, COCHIN, 
KAKINADA, V1SAKHAPATNAM & TUTICORIN. 

TAKE ADVANTAGE OF CONSOLIDATION SERVICES 
OFFERED BY US FOR AIR IMPORTS AND EXPORTS 
FROM AND TO THE U K., WESTERN EUROPE AND 
THE U S A. IN ASSOCIATION WITH A CLOSE 
NETWORK OF AIR CARGO AGENTS IN THE 
WESTERN WORLD. WE OFFER A QUICK, EFFICIENT 
AND TOTAL SERVICE WHICH INCLUDE PROGRESS 
CHASING, CONTACT WITH SUPPLIERS, COLLECTION: 
AND FORWARDING OF CARGO. v 
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I ing paper. A fall list may be 
round in the Budget papers. 

F The benefits of the scheme 
would accrue only in cares 
where the production in the 
12 months period referred to 
above exceeds 110 per cent 
of the production during the 
base period, namely, the 12 
months ending on February 
28, 1982. The duty con¬ 
cession would be l/5th of the 
| total amount of dqtypaid on 
the excess production com¬ 
puted, as explained earlier, in 
respect of goods carrying basic 
excise duty of 20 per cent ad 
valorem or less and l/10th 
of the duty in other cases. The 
amount so computed for the 
%whole period would be given 
jlis a credit which may be uti¬ 
lised for payment of Central 
excise duty during the finan¬ 
cial year 1983-84. 

The scheme will apply also 
to small-scale manufacturers, 
who actually pay duty. It is 
proposed to ensure that 
those small-scale units 
which are eligible for the 
benefits of the relevant excise 
duty concession schemes and 


are within the respective cut¬ 
off points during the year 1981- 
82, would continue ter be eli¬ 
gible to the said benefits in 
1983-84, even if they‘produce 
and clear goods in excess of 
the eligibility limits in the 
Productivity Year. 

I anrsure that industry will 
rise to the occasion and res¬ 
pond to this generous 
gesture of the Govern¬ 
ment and achieve new peaks 
of production. Since the 
Government would also be 
a beneficiary of the higher 
production in the shape of 
increased collection of excise 
duties, 1 do not propose to 
take any amount as revenue 
loss on account of the pro¬ 
posed concession. 

I have already referred to 
the need to minimise the im¬ 
pact of my proposals on the 
middle and poorer sections of 
society, i propose to go fur¬ 
ther and give some concessions 
on articles of special inte¬ 
rest to those sections. 1 pro¬ 
pose to partially or fully ex¬ 
empt from excise duties seve¬ 
ral articles of common con- 


swfiption Sdtae of thetase pro- 1 
ducts are of interest to the 
student community, some are 
of general utility, yet others 
of interest to the disabled and 
one in the interest of horti¬ 
culture. 1 propose to fully ex¬ 
empt from excise duty, pen¬ 
cils^ erasers, pens including 
ball point pfens and refills, . 
laboratory glassSvate, enamel- 
ware, thermos flasks and parts, 
water coolers, candles, tooth 
brushes, spectacles and spec¬ 
tacle frames, one-day alarm 
clocks, domestic water fil¬ 
ters, handpumps, Braille 
typewriters, invalid carriages 
and helmets. FuiKber, i pro¬ 
pose to reduce the basic ex¬ 
cise duty on specified fruit and 
vegetable preparations from 
15 per cent to 10 per cent ad 
valorem. I also propose to 
increase the present "Value 
limits of Rs 15 per pair of 
footwear for eligibility to fall 
duty exemption, to Rs 30 
per pair. 'Lac is also being 
exempted. In order to reduce 
the. packaging costs involved 
in the sale of milk in lamina¬ 
ted paper packs, i propose 


* V*8, * ' i ' ,‘IL ‘ i y j 

to cxirapt from excise* .duty ■< 
tow density polyethylene film s 
and paper to be used by “the 
Indian Dairy Corporation:; *; 
for the manufacture of such 
paper packs. This measure 
should enable larger market* V. 
mg of milk in paper packs 
which have a longer shelf life^ ? 
and also help in the fuller > 
utilisation of surplus milk prfr.^i 
duced in flush seasons. ' v ; 

At present, mopeds of 
engine capacity upto 75 CC ; 
bear a reduced rate of excise J. 
duty of 10 per cent ad valo¬ 
rem. This fuel-saving perso* i 
realised conveyance is becotn* , 
ing increasingly popular pa rtf*;, 
cularly in urban and semi* ; 
urban areas. 1 propose 
tend the concession to mopeds 
of engine capacity upto 106S 
cc which are expected to fid \ 
more fuel-efficient. v 
1 had referred earlier to cer*v 
tain adjustments of excise 1 
and customs dutiesconseq&ent ; ! 
on a review of the fiscal levins * 
on man-made fibres and> 
yam. The production of 
blended cloth in the hapd// 
loom sector is at present/; 


INDIAN COFFEE 


Indian Coffee, distinctive and delicious, gets special aroma from the rich soil climate and culture 
of India. 

b ‘ *' « ^ * 

^ Nurtured on the shaded slopes of the Western Ghats, .with its spure extending Eastwards, 
Indian coffee is grow under geological conditions ideal for the growth of the finest coffee. 

Coffee in India covers 1,96,228 hectares and accounts for 95,297 estates. Of this 93,215 arc small 
holdings below 10 hectares and 2082 are above 10 hectares. These estates employ 2,54,795 daily 
workers. ** f 

India's production of excellent coffee is about 1,30 lakh tonnes. 

Careful picking of the coffee fruits scientific processing curing done to set standards, and quality 
assessment leads to export of only the best 1NDIAN<X>FFEE. 1 , - 

Coffee exports during £0-81 realised foreign exchange worth 202 crores of rupees. 

Current efforts are aimed at increased production in traditional areas and bringing non-tradi- 
tional areas under coffee, thus ensuring adequate supplies Increasing trends in exports and inter¬ 

national consumption of the future. 
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^tound 12 million metfes* In 
fordcr to enable the hand loom 
Rector to register faster growth, 
]l propose to fully exempt from 
Excise duties polyester blen¬ 
ded fabrics woven on hand- 
< looms from processing stage 
^duties, if they are processed 
*in factories set up by State 
fHandloom Develepment Cor¬ 
porations or Apex Co-opera- 
ytive Societies approved in this 
''behalf by the Central Govern¬ 
ment. This concession involves 
a revenue loss of Rs 4 crores. 
I also propose to exempt 
' metallised man-made filament 
/yarn from the whole of the 
excise duty considering its use 
1 in saris and the like. The 
value of this concession is 
, about Rs l crore. 

Revenue Loss 

These excise duty conces¬ 
sions I have just referred to 
■ entail a total revenue sacri- 
* fee of Rs 13.77 crores in a 
full year. 

Y Where the charges arc to 
' be made by notifications cl-, 
\fective from February 28, 
1982, copies thereof will be 
laid on the table of the House 
in due course. 


My proposals will yield a 
net sum of about Rs 196.18 
^crores from excise duties and 
Rs 391.35 crores from cus¬ 
toms duties. The yield from 
^duties under the Medicinal 
;;and Toilet Preparations 
^(Excise Duties) Act will be 
|Rs 2.30 crores in a full year. 
Taking all the proposals to- 

! sther, the net accrual to the 
entral exchequer in a full 
: year will be Rs 487.60 crores 
and that to the States will 
* be Rs 102.23 crores. 


J 1 now have something to 
say on behalf of my Hon’ble 
[ colleague, the Minister of 
Communications. As the House 
is aware, postal services have 
been extended over the years 
throughout the country. There 
are over 140,000 post offices, 
t The service is highly employ¬ 
ment intensive, with more than 
5.6 lakh employees including 
extra-departmental staff. Sala¬ 
ries and wages therefore cons- 
; tHute a major part of the 
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operating expenses of the Pos¬ 
tal Department. The postal 
services are presently under- 
priced and the rates arc in¬ 
adequate even to meet the 
direct cost of several services. 
The grant of additional ins¬ 
talments of dearness allow¬ 
ance, and increases in other 
operating expenses, add signi¬ 
ficantly to these costs. A 
revision of tariffs for some 
postal services has therefore 
become unavoidable. Accor¬ 
dingly, it is proposed to raise 
the rate for printed post cards 
from 20 paise to 25 paise, 
letter cards from 25 paise to 
35 paise and envelopes of the 
lowest weight slab from 35 
paise to 50 paise. There will 
be no increase in the rate of 
the ordinary post card which 
is generally used by the com¬ 
mon man, even though this 
service involves an annual loss 
of about Rs 20 crores. The 
tariff for book-post articles 
is also proposed to be raised 
from 25 paise to 30 paise. 
The postage for a registered 


States during 1982-83. Be¬ 
sides; the States will get an 
additional revenue of over 
Rs 2 crores from the increase 
in the duty on medicinal and 
toilet preparations. 1 am tak¬ 
ing credit for Rs 250 crores as 
receipts from the Capital In¬ 
vestment Bonds which 1 re¬ 
ferred to earlier. This would 
leave an uncovered deficit 
of Rs 1,365 crores in 1982-83, 
which is substantially lower 
than the estimated deficit for 
the current year. 

Mr Speaker, Sir, I have set 
forth a framework of policies 
with a view to encouraging 
higher savings, investment 
and production in the eco¬ 
nomy. Plan outlays arc being 
stepped up substantially, parti¬ 
cularly for sectors empha¬ 
sized in the 20-Point Pto- 
gramme. Adequate provision 
has been made for national 
security. Despite these com¬ 
mitments, the budgetary defi¬ 


cit has beencbhtaitifcdwithin 
reasonable limits. To achieve 
this, a measure of resource 
mobilisation was inescapable. 
1 have, however, taken care to 
see that resources are raised 
without building new infla¬ 
tionary pressures. In parti¬ 
cular, I have tried to avoid 
placing burdens on the low 
and middle income groups. 
The Budget constitutes a 
challenge to all those who 
are associated with the imple¬ 
mentation of our development 
plan. It is an invitation to 
farmers, industry and labour 
for higher productivity; to the 
trading community for ensur¬ 
ing healthy marketing and 
distribution: and, indeed, to 
all our people, soldiers and 
civilians, to march forward 
shoulder to shoulder in the 
twin tasks of national deve¬ 
lopment and defence. 

Sir, 1 now commend the 
Budget to the House. 


newspaper has remained at 
the very low level of 2 paise 
for many years now. It is pro¬ 
posed to fix it at 5 paise for 
a single newspaper, with suit¬ 
able adjustments for higher 
weight slabs. Even after this 
revision, the newspaper ser¬ 
vice will be subsidised to the 
extent of Rs 7 crores a year. 

The Notification 

A memorandum showing 
the proposed tariffs is being 
circulated along with the Bud¬ 
get documents. The changes 
would take effect from a date 
to be notified after the 
Finance Bill is passed by Par¬ 
liament. The revisions pro¬ 
posed are estimated to yield 
an additional revenue of 
Rs 35.33 crores in a full year 
and about Rs 26 crores in 
1982-83. 

1 had mentioned that the 
budgetary deficit at the exis¬ 
ting rates of taxation would 
be Rs 2,085 crores. The tax 
measures proposed now,taken 
together with the reliefs and 
concessions, are estimated to 
yield net additional revenue 
of Rs 470 crores to the Cen- 


Publications From The 

United Nations 


Economic and Social Survey of Asia and 
the pacific 1980 

1981 US S 11.00 

World Economic Survey 1980-81 

1981 US S 8.00 

Economic Survey of Europe in 1979 

1980 US $ 17.00 

The present Good Offices Committee 

Conversion Rate Is Rs. 9.60 to a US dollar 


Oxford Book l Stationery Co. 


Sceadia Howe 
New Delhi-1 



17, Park Street 
Calcutta-16 


tre and Rs 63 crores to the 
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Finance Bill, 1982: 
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| Budget [Document jj 
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Proposals Explained 


Direct 

Thf provisions in the 
Finance Bill, 1982 in the 
sphere of direct taxes relate 
to the following matters : 

(i) Prescribing the rates 
of income-tax (including sur¬ 
charge thereon) on incomes 
liable to tax for the assess¬ 
ment year 1982-83; the 
rates on which income-tax will 
be deductible at source dur¬ 
ing the financial year 1982- 
83 from interest (including 
interest on securities), divi¬ 
dends, salaries, insurance 
commission, winnings from 
lotteries and crossworrd puz¬ 
zles, winnings from horse 
races and other categories 
of income liable to such 
deduction under the Income- 
tax Act, rates for computa¬ 
tion of “advance tax’' and 
charging of income-tax on 
current incomes in certain cas¬ 
es for the financial year 1982- 
83. 

(ii) Amendment of the In¬ 
come-tax Act, 1961 with 
a view to providing for exemp¬ 
tion of interest on Capital 
Investment Bonds; providing 
tax concessions for promoting 
savings and investment; pro¬ 
viding relief to salaried tax¬ 
payers; encouraging larger 
foreign exchange remittances 
into India; relaxation of the 
‘test of residence’ in India 
to relieve hardship to Indian 
citizens working abroad; pro¬ 
viding incentives for encour¬ 
aging house building acti¬ 
vity; providing tax incentives 
for increased exports and tax 
relief to Indian contractors 
undertaking building con¬ 
tracts outside India; conti¬ 
nuing existing tax conces¬ 
sion for promoting scientific 
and technological self-reli¬ 
ance; promoting inter-cor¬ 
porate investment in certain 
industries; providing tax con¬ 
cession for donations for pro- 


Taxes 

grammes for conservation of 
natural resources; providing 
for deduction in respect of 
specified percentage of total 
income carried to special 
reserve account in the case 
of approved Indian banks; 
liberalising the provisions 
relating to capital gains and 
modifying the provisions re¬ 
lating to deduction of tax 
at source and providing for a 
few other matters. 

(iii.) Amendment of the 
Wealth-tax Act, 1957 with a 
view to abolising the levy of 
wealth-tax on agricultural 
property comprised in spe¬ 
cified plantations; providing 
for exemption of the value of 
Capital Investment Bonds; 
raising the exemption limit 
for wealth-tax in respect of 
conveyances and tools and 
instruments used by professio¬ 
nals; providing exemption in 
respect of notified savings 
certificates in the case of non¬ 
resident Indians and foreig¬ 
ners of Indian origin; and 
providing for a few other 
matters. 

(iv) Amendment of the 
Gift-tax Act, 1958 with a view 
to providing for exemption 
upto a specified monetary 
limit in respect of gifts of 
Capital Investment Bonds; 
providing for exemption 
for gifts made by non-resi¬ 
dent Indians and foreign 
nationals of Indian origin out 
of moneys in the Non-resident 
(External) Accounts and out 
of foreign funds to relatives 
in India and providing for a 
few other matters. 

(v) Amendment of the 
Interest-tax Act, 1974 with a 
view to providing for exemp¬ 
tion of interest on credit for 
export of capital plant and 
machinery and all interest on 
loans in foreign currency 



for import of capital plant 
and machinery. 

(tv) Amendment of the 
Hotel-Receipts Tax Act, 
1980 with a view to disconti¬ 
nuing the levy of hotel-receipts 
tax and providing for exemp¬ 
tion of payments made by dip¬ 
lomatic personnel. 

(vii) Amendment of the 
Deposit Insurance and Cre¬ 
dit Guarantee Corporation 
Act, 1962 so as to extend 
its period of exemption from 
income-tax by five years. 

(viii.) Amendment of the 
Unit Trust of India Act, 
1963 so as to raise the ex¬ 
emption limit for income- 
tax in respect of the income 
from units as also the exemp¬ 


tion from welath-tax in refrj 
pect of the value of such! 
units. ' v j 

2. Subject to certain except 
tions* which have 
indicated while dealing wi$*| 
the relevant provisions* 

Bill follows the principal 
(adopted since 1967) that 
changes in the rates of 
as also in the other pte¬ 
rions of the tax laws, should 
ordinarily be made operating 
prospectively in relation td 
current incomes and not'.iii 
relation to incomes of thf 
past year. The substance 
the main provisions in "tlj^ 
Bill relating to direct taxhfj 
is explained in the followtDi| 
paragraphs. 

•K 


Income-Tax 


I. Ratos of Income-tax in 
respoct of incomes lia¬ 
ble to tax for the assess¬ 
ment year 1982-83. 

3. In respect of incomes of 
all categories of taxpayers 
(corporate as well as noncor¬ 
porate) liable to tax for the 
assessment year 1982-83, the 
rate of income-tax (including 
surcharge thereon) have been 
specified in Part I of the 
First Schedule to the Bill. 
These rates are the same as 
those laid down in Part 111 
of the First Schedule to the 
Finance Act, 1981 for the 
purposes of computation of 
“advance tax”, deduction of 
tax at source from “Salaries” 
and retirement annuities pay¬ 
able to partners of registered 
firms engaged in specified 
professions and computation 
of tax payable in certain cases 
during the financial year 
1981-82. 

II. Ratos for deduction of 
tax at source during the 
financial year 1982-83 


from incomes othi 
than “Salaries” stM 
retirement annuities. | 

4. The rates for deduction 
of income-tax at source (Urif 
ing the financial year 198$-$ 
from incomes, other 
“Salaries” and retirement ggf 
nuities payable to partners p 
registered firms engaged ‘8 
specified professions, hav 
been specified in Part II & 
the First Schedule to the Bill 
These rates apply to incosey 
by way of interest on secUtj 
ties, other categories of intf^ 
est, dividends,insurance cotd 
mission, winnings from lotb| 
ries and crossword puzzle* 
income by way of winniiiijj 
from horse races and othiSj 
categories of non-salary n| 
come of non-residents. T& 
rates for deduction of tax j 
source laid down in the Bill! 
respect of the categories © 
income which are already $8 
able to such deduction, an 
the same as those prescribed* 
fo this purpose in Part II of A 
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| First Schedule to the Finance 
[Act, 981. 

t 5. In ease of interest on 
•{other securities fact being 
| interest on a tax-free security) 
or dividends payable to resi¬ 
dent taxpayers (other than 
companies) during the finan¬ 
cial year 1981-82, income- 
tax will be deductible at the 
fate of 22 per cent made up 
| of basic income-mx of 20 per 
,:cent and surcharge of ? per 
> cent as hitherto. The rates for 
| deduction of tax at source 
j laid down in the Bill in rcs- 
j pect of the categories of in¬ 
come which are liable to such 
£ deduction in the case of do- 
i mestic companies and fore¬ 
ign companies are the same 
as those prescribed for this 
i purpose in Part II of the First 
-Schedule to the Finance Act, 
1981. 

't 

III. Rates for deduction of 
tax at source from 
'’Salaries", computa¬ 
tion of “advance tax" 
and changing of income 
tax in special cases 

y. 

' V 1 


during tha financial year 

1982-83. 

6. The rate of deduction of 
tax at source from “Salaries’’ 
in the case of individuals 
during the financial year 1982- 
83, and also for computation 
of “advance tax” payable 
during that year in the case of 
a!* categories of taxpayers 
have been specified in Part 111 
of the First Schedule to the 
Bill. These rates are also 
applicable for deduction of tax 
at source during the financial 
year 1982-83 from retirement 
annuities payable to partners 
of registered firms engaged in 
certain professions (such as. 
Chartered Accountants, Soli¬ 
citors, Lawyers, etc.> and 
for charging income-tax dur¬ 
ing the financial year 1982-83 
on current incomes in cases 
where accelerated assess¬ 
ments have to be made, for 
example, provisional assess¬ 
ment of shipping profits aris¬ 
ing in India to non-residents, 
assessments of persons leav¬ 
ing India for good during 


the financial year 1982-83, 
assessments of persons who 
are likely to transfer property 
to avoid tax. These rates dif¬ 
fer from the rates specified 
in Part I of the First Schedule 
for the assessment of incomes 
liable to tax for the assess¬ 
ment year 1982-83 as ex¬ 
plained in the following para¬ 
graphs. 

Individuals, Hindu undivided 
families, unregistered firms, 
etc. 

7. Modification in the rales 
of income-tax .—The exemp¬ 
tion limit for income-tex in 
the case of individuals, Hindu 
undivided families (other than 
those with one or more mem¬ 
bers having separate income 
exceeding the exemption limit), 
unregistered firms, associa¬ 
tions of persons, etc., is Rs 
15,000. At present, the rates 
of income-tax applicable to 
these categories of non-cor¬ 
porate taxpayers are Rs 
15,001 to Rs 25,00, 30 per 
cent; Rs 25001 to Rs 30,00, 


34 per cent; fe$ 30,001 to 
Rs 50,00tf, 40 per cent; Jts 
50,001 to Rs 70,000, 50 per 
cent; Rs 70,001 to Rs 1 lakh, 
55 per cent; and on income 4 ; 
exceeding Rs 1 lakh, 60 per 
cent. It is proposed to modify 
the rates applicable in the 
slabs of incomes exceeding 
Rs 50,000. The proposed rates 
of income-tax applicable tp 
the new income slabs arej^-s 
50,001 to Rs 60,000, 50 per 
cent, as at present; Rs 60,001 
to Rs 70,000, 52.5 per cent, as 
against 50 per cent at pre- 
cent; Rs 70,001 to Rs 85,000, 
55 per cent; Rs 85.001 to Rs 1 
lakh, 57.5 per cent asaganst 55 
per cent at persent. There is no 
change in the maximum mar¬ 
ginal rate of income-tax of 
60 per cent applicable to 
total incomes exceeding Rs 1 
lakh. 

The rate of surcharge in the 
case of all categories of tax¬ 
payers has been retained at 
10 per cent of income-tax. 

The Table below shows at 
selected levels of income of 
an individual, the compara- 


The decision. 

is unanimous. 
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tive o$ tax (ificlud- 
ing surcharge) at— 

(a) the rates applicable dur¬ 
ing the financial year 1981- 
82 for the purposes of com¬ 
putation of “advance tax” 
and deduction of tax at source 
at source from “Salaries” 
(which are being made appli¬ 
cable to incomes assessable 
for the assessment year 1982- 
83); 

(b) the rates proposed in 
the Bill for computation of 
“advance tax” and deduction 
of tax at source from “Sala¬ 
ries” during the financial year 
1982-83:- 

{ 8. The rate schedule in the 
case of Hindu undivided 
families having one or more 
members with independent in¬ 
come exceeding the exemp¬ 
tion limit remains unchanged. 

Cooperative societies, regis¬ 
tered firms, local authorities 
and companies 

, 9. In the case of coopera¬ 
tive societies, registered lirms, 
local authorities and com¬ 
panies, the rates of income- 
tax as also surcharge thereon, 
have respectively been speci¬ 
fied in Paragraph B, Para¬ 
graph C, Paragraph D and 
Paragraph E of Part 111 of 
the First Schedule to the 
Bill. These rates are the same 
as those specified in the cor¬ 
responding Paragraphs of 
^ Part i of the First Schedule. 

IV. Partially integrated 
taxation of non-agricul- 
tural incoma with in* 
come derived from 
agriculture* 

10, As in the past, the 
Finance Bill provides that 
in the case *of individuals, 
Hindu undivided families, 
unregistered firms or other 
associations of persons or. 
bodies of individuals and 
artificial juridical persons, 
the net agricultural income 
will be taken into account for 
computation of “advance tax” 
and charging of income-tax 
on ce^tajp incdft.es in cases 
wheje accelerated ^assessments 
are required to *b£ made dur¬ 
ing the financial year 1982- 
83. These provisions are the 
same as in the earlier years. 

S Clause 2 qpd fhe £irst. Schfe- 

&*/'**'\ - 


Measures far providing in¬ 
centives for savingsjtnd invest¬ 
ment 

Exemption from income-tax 
in respect of interest on new 
Capital Investment Bonds 

11. Under the existing pro¬ 
visions, income from jnte- 
rest on notified Government 
securities qualifies for exemp¬ 
tion from income-tax to the 
extent of the maximum am¬ 
ount of the permitted invest¬ 
ment therein. Under this pro¬ 
vision, interest on 7-Year 
National Savings Certificates 
(II Issue & III Issue) carry¬ 
ing interest of 6.5 per cent 
(compound) and 6 per cent 
respectively qualifies for ex¬ 
emption from income-tax up- 
to a maximum permitted in¬ 
vestment in these certificates 
of Rs 75,000 for an individual 
and upto a maximum amount 
of Rs 150,000 in joint names. 
Interest on other Govern¬ 
ment securities and savings 
certificates qualifies for cxem- 
tion from income-tax upto 
Rs 3,000, along with income 
from other specified finan¬ 
cial assets. 

12. With a view to providing 
a stimulus for increased sav¬ 
ings by taxpayers, it is pro¬ 
posed to issue a new series of 
Bonds, known as, the Capital 
Investment Bonds. The 
Capital Investment Bonds 
will have a maturity period of 
10 years and will carry simple 
interest at the rate of 7 per 
cent per annum payable an¬ 
nually. It is proposed to ex¬ 
empt the interest on the Capi¬ 
tal Investment Bonds from 
Income-tax without any ceil¬ 
ing limit. Accordingly, the 
interest on the Capital In¬ 
vestment Bonds will not be 
includible in computing the 
total income of the taxpayer. 

13. The proposed amendment 
will take effect from April 1, 
1983 and will accordingly, 
apply in relation to the as¬ 
sessment year 1983-84 and- 
subsequent years. 

[Clause 4(d)] 

.Deduction in respect of 
income from specified finan¬ 
cial assets. 

M. Under the existing pro¬ 
vision^ of the Income-tax Act, 
income derived by a taxpayer 
being an individual, a Hindu 




individed family, or an 
association of persons or a 
body of individuals consisting 
only of husband and wife 
governed by the system of 
community of property in 
force in the Union territories 
of Dadr$ and Nagar Haveli 
and Goa, Daman and Diu 
From investments in specified 
categories of financial assets 
is exempt upto an aggregate 
amount of Rs 3,000 which is 
deducted from the gross total 
income. In addition, under a 
separate provision contained 
in the Unit Trust of India 
Act, 1963, a further deduc¬ 
tion of Rs 2,000 is allowed in 
respect of income received 
on Units. The investments 
covered by this provision are: 
(i) Govermcnt securities; (ii) 
notified debentures; (iii) de¬ 
posits under notified schemes 
of the Central Government; 
(iv) shares in Indian compa¬ 
nies; (v) units in Ihc Unit 
Trust of India; (vi) deposits 
with banking companies, co¬ 
operative banks, land mort¬ 
gage banks and land deve¬ 
lopment banks; (vii) deposits 
with approved financial 
corporatiqns engaged in pro¬ 
viding long-term finance for 
industrial development in 
India or with a public com¬ 
pany registered in India with 
the main object of providing 
long-term finance for cons¬ 
truction or purchase of houses 
in India for residential pur¬ 
poses; (viii) deposits with 
any authority constituted in 
India by or under any law 
enacted either for satisfying 
the need for housing accom¬ 
modation or for planning, 
development or improvement 
of cities, towns and villages, 
or for both; (ix) deposits with 
a cooperative society; and 
(x) shares in any cooperative 
society. 

15. With aview to stimulat¬ 
ing larger savings and invest¬ 
ment in the specified assets, it 
is proposed to raise the afore¬ 
said monetary ceiling of 
Rs 3,000 to Rs 4,000. 

16. This amendment will 
take effect from April 1, 1983 
and will, accordingly, apply 
in relation to the assessment 
year 1983-84 and subsequent 
years. 

[Clause 19] 
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deduction in respect of long-! 
term savings in spefkied; 
media 

17. Under the existing pro- 1 
visions of the income-tax Act, 1 
lax relief is allowed in res-i 
pect of long-term savings! 
effected by certain categories! 
of taxpayers out of their in-! 
come chaigeablc to tax. Ini 
the case of an individual! 
long-term savings through] 
life insurance or deferred a*H 
nuity policies (without cash; 
option) on the life of the indi-j 
vidual, his spouse or child;! 
certain provident funds and! 
superannuation funds; Unit*! 
linked Insurance Plan and 
10-Year and 15-Year Cumu¬ 
lative Time Deposit Accounts 
qualify for tax relief. In the 
case of Hindu undivided famt* 
lies, long-term savings ef¬ 
fected through insurance 
policies on the life of any 
member of the family qualify 
for tax relief. In the case of 
a taxpayer being an associa* 
lion of persons or a body of 
individuals, consisting only 
of husband and wife governed 
by the system of community 
of property in force in the 
Union Territories of Dadfa 
and Nagar Haveli and Goa* 
Daman and Diu, long-term 
savings through life insurance 
or deferred annuity policies 
(without cash option) on the 
life of any member of such 
association or body or on the 
life of any child of either 
member, as also through th$ 
public provident fund. Unit- 
linked insurance Plan, J0- 
Year and 15-Year Cumul*- 
tive Time Deposit Accounts 
qualify for tax relief. 

18, The tax relief, in all 
cases, is allowed by deduct-* 
ing, in the computation of the 
taxable income of the tax- 
payer, the whole of the first 
Rs 5,000' of the qualifying 
savings plus 50 per cent, of 
the next Rs 5,000 plus 40 
per cent of the balance of 
such savings. Long-term sav¬ 
ings qualify for the tax relief 
only to the extent that 
savings do not exceed the ceijj 
ing limits laid down in this 
behalf: In the case of indivi¬ 
duals, Hindu undivided fami^ 
lies and specified associations 
of persons, the ceiling limit 
applicable is 30 per cent of 
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■ftfi j p Free Trade Zone 
FA 111= invited you 

A veritable paradise for export oriented industries, 
it is also the only multi-product zone in the country. 

Do you know that a number of investors from all 
corners of the world as well as multi-nationals and 
renowned Industrial Houses of India have been 
attracted by it ? Why ? 


KAFTZ offers an alluring 
package of incentives and 
industrial infrastructures like: 

Duty free import of all requirements 
without licence formality. 

Loans at very liberal terms. 

Cash subsidy @ 15% of all investments 
in fixed assets. 

Incentives for export oriented industries. 
Fully developed plots and sheds at 
reasonable rates. 

Assured power supply—No power cuts. 
Housing for industrial workers being 
taken up by the Government of Gujarat. 


Please visit Kandla 
and see it 
all for yourself 


To make your export venture 
profitable KAFTZ also offers: 

Income tax concessions to the extent 
of 20% of the profits for 10 years. 


Foreign exchange facility including 
blanket sanction for business visits 
abroad. 

■No Central Excise on finished products 
or specified raw materials. 

No import duties on goods imported for 
export processing including packaging. 
Import of raw-materials from domestic 
tariff area without levies. 

Sale of products in the Indian domestic 
market against valid licences. 

Transport subsidy equal to 2% of the 
f.o.b. value on exports. Purchases from 
Gujarat State are exempt from 
SalesTax. 

Central Sales Tax paid in other States is 
reimbursed in full. 

No Municipal or Octroi levies. 

Goods banned in the rest Of the country 
can be imported with a few exceptions. 
Manufactures can be exported without 
restrictions on payment of duty. ^ 
Scrap can be disposed of in the 
domestic tariff area after 
payment of duty. jmrjP ,4 









the tifbss tot&t inutile ftp 
Rs 30,000, whichever is less. 
A higher ceiling limit is laid 
down in the case of authors, 
playwrights, artists, ‘ musi¬ 
cians, actors, sportsmen and 
athletes. The ceiling limit in 
their cases is 40 per cent 
of the professional income of 
the author, playright, artist, 
musician, actor, sportsman 
and athlete plus 30 per cent 
of the remaining part of 
the “gross total income" or 
Rs 50,000, whichever is less. 

19. With a view to providing 
further incentive for effecting 
long-term savings, it is pro¬ 
posed to make the following 
modifications in the relevant 
provisions: 

fi) The quantum of deduc¬ 
tion in respect of long-term 
savings is being increased to 
allow deduction of the whole 
of the first Rs 6,000 of the 
qualifying savings as against 
Rs 5,000 at present. The se¬ 
cond slab of deduction will be 
from Rs 6 001 to Rs 12,000 
as against the existing slab 
of Rs 5 001 to Rs 10,000 and 
the quantum of deduction in 


respect of the revised slab will 
be, as at present, 50 per cent. 
The qualifying savings in ex¬ 
cess of Rs 12,000 will qualify 
for deduction at 40 per cent 
as at present. 

(ii) The monetary limit of 
the savings qualifying for the 
deduction is being increased 
to Rs 40,000 as against the 
existing limit of Rs 30,000 in 
the case of the generality of 
taxpayers. In the case of 
authors, playwrights, artists, 
musicians, actors, sportsmen 
and athletes, the monetary limit 
is being increased to Rs 60,000 
as against the existing limit 
of Rs 50,000. The Income-tax 
Rules are being amended to 
secure this objective. 

(iii) Apart from life insu¬ 
rance, certain provident funds 
and superannuation funds, 
Unit-linked Insurance Plan 
and Cumulative Time Depo¬ 
sits, it is proposed to provide 
an additional savings medi¬ 
um. The Central Government 
will be empowered to notify 
in the official gazette certain 
Government securities, the 
subscription to which will alsc 


qualify for deduction at the 
specified rates along with 
other long-term savings. The 
investments in such notified 
securities will qualify for the 
deduction in the case of the 
categories of taxpayers who 
are at present entitled to the 
tax concession under this pro¬ 
vision. 

.21. Under the existing provi¬ 
sions, payments of life insu¬ 
rance premia qualify fol¬ 
ded uction irrespective of the 
time for which the policy is 
maintained. It is observed 
that a large number of policies 
are terminated in a year or 
two of commencement after 
deduction of premia is allow¬ 
ed in respect of these poli¬ 
cies. With a view to discourag¬ 
ing this trend, it is proposed 
to provide that where a tax¬ 
payer discontinues a policy 
of life insurance before pre¬ 
miums for two years have 
been paid, no deduction will 
be allowed in respect of any 
premium paid in the year in 
which the policy is termina¬ 
ted. Further, the amount of 
deduction allowed in respect 


of the premium paid in the j 
year preceding that year will \ 
be deemed to be the income { 
of the taxpayer of the year in ; 
which the policy is termina-: 
ted. | 

21. The changes indicated in \ 
the preceding paragraphs will j 
take effect from April 
1<>83 and will, accordingly,! 
upply in relation to the as* [ 
sessment year 1983-84 andti 
subsequent years. 

(Clause 13) 

Deduction in respect of invest¬ 
ment in equity shares of Hew 
industrial companies and public 
housing finance companies. 

22. Under the exist ingprovi? 
sions, individuals, Hindu un* 
divided families and asso^ 
ciaiions of persons or bodies 
of individuals consisting only 
of husband and wife govern¬ 
ed by the system of com* 
niunily of property in fotpc 
in the Union Territories oi 
Dadra, Nagar Have I i anc 
Goa, Daman and Diu whe 
acquire any equity shares 
forming part of an eligibly 
issue of capital of new indtf# 


* 
S 
% 
§ 
% 
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SAKTHI SUGARS LIMITED 

PACE SETTER FOR R0RAL PROSPERITY 


Relentless efforts are taken to harvest sunlight energy which is available in plenty through sugarcane 
crop and to convert them into other useful products, viz. sugar and alcohol for the economic well-being 
of the millions. 

Creative measures taken to educate the farmers to adopt innovative technology for cultivation of 
sugarcane have resulted in improvement of yield to 45 tonnes from 28 tonnes enabling the farmers 
to earn an additional income of about Rs. 3,000 per acre. 

Distribution of rupees ten crores and above as sugarcane price annually to about ten thousand sugarcane 
farmers, a bulk of whom are marginal and small farmers, generates rural employment for over twenty 
thousand families in the agricultural sector while stimulating additional employment for abont twenty 
thousand families in the tertiary sector. 


Registered Office : 

73-A, Race Course Road, 
Coimbatore 641 018. 
Phone : 25551 - 5 
Telex : 0855*333 


Factory : 

Sakthinagar 638 315 

Periyar District 

Phone : 41, 42, 43 & 44 
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mahindra 

now brings you 
the Peugeot XDP 4.90- 
a diesel engine 
of advanced design 


tflahlndns meets the challenge of 
the oil crisis, with a superb new, 
lightweight high performance 
diesel engme-the PEUGEOT XDP 
4.90 with greater fuel efficiency 

This world famous engine is now 
being assembled at the 
Mahindra plant 

The PEUGEOT XDP4 90 
will be fitted initially on the 
VYlwhindra NC 665 DP Mini Truck, 

Pick-up Van and Ambulance 



By far the most vital factor is the 
greater fuel efficiency of this lightweight,' 
nigh performance engine 


Engine Specifications . 


No of Cylinders 
Bore mm 
Stroke mm 
Bore Stroke ratio 
Displacement cc 
Compression Ratio 
RPM (max) 

Max B H P 
Max Torque Kg m 


Weight Kg 


4 
90 
83 
1 08 
2112 
22 4 1 
4500 
75 
133 

«r 2000^p^m. 



The Mahindra IMC 665 DP 
Mini Truck fitted with 
Peugeot XDP 4 90 diesel engine 


mm# 
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' trial companies bt public 
I housing finance companies 
I are entitled to a deduction, in 
' the computation of their tax¬ 
able income, of an amount 
equal to 50 per cent 9 f the 
cost of such shares, subject to 
a maximum amount of in- 
vestmen of Rs 10,000. With 
a view to stimulating invest¬ 
ment in equtity shares of 
such companies, it is pro¬ 
posed to raise the maximum 
amount of investment quali¬ 
fying for deduction under 
this provision from Rs 10,000 
to Rs 20,000. 

The proposed amendment 
will take effect from April 1, 
1983 and will, accordingly, 
apply in relation to the as¬ 
sessment year 1983-84 and 
subsequent years. 

[Clause 14] 

Raising of the standard deduc¬ 
tion admissible in the case of 
salaried taxpayers. 

23. Under the existing pro¬ 
visions of the Income-tax 
Act, salaried taxpayers are 
entitled to a standard deduc¬ 
tion in the computation of 
the taxable salary. The stan¬ 
dard deduction is allowed in 
an amount equal to 20 per 
cent of the salary subject to 
a ceiling limit of Rs 5,000. 
With a view to providing re- 
^ lief to taxpayers having salary 
income below Rs 25,000, 
the Bill proposes to raise the 
rate of standard deduction to 
25 per cent, of thes alary, 
subject to the existing ceiling 
limit of Rs 5,000. 

24. The proposed amendment 
will take effect from April 1, 
1983 and will accordingly, ap¬ 
ply in relation to the assess¬ 
ment year 1983-84 and sub¬ 
sequent years. 


[Clause 6] 

Exemption of amount receiv¬ 
ed by way of encashment of 
unutilised earned leave by 
retiring employees. 

25, Under the existing pro¬ 
visions of the Income-tax Act, 
any amount received on retire¬ 
ment from service by way 
of cash equivalent of unuti¬ 
lised earned leave is charge¬ 
able to income-tax under the 
hq&4 “Salaries”. With a view 


to avoiding hardship to retir¬ 
ing employees, it is proposed 
to exempt such payments 
from income-tax in the case 
of employees of the Central 
Government ora State Govern¬ 
ment. In the case of other em¬ 
ployees. the exemption will be 
determined with reference lo 
the leave to his credit at the 
time of retirement, subject to 
a maximum of six months 
leave. The exemption will be 
limited to the amout payable 
for such unutilised leave on 
the basis of the “average 
salary” of the employee or 
Rs 25,500, whichever is less. 
For this purpose, the entitle¬ 
ment to leave shall not ex¬ 
ceed 30 days for every year of 
service and “average salary” 
shall be determined on the 
basis of the salary drawn for 
the ten immediately preced¬ 
ing months. In relation to 
non-Government employees, 
the Central Government is 
being empowered, by noti¬ 
fication in the Official Gazette 
to raise the aforesaid mone¬ 
tary ceiling, keeping in view 
the maximum amount which 
will qualify for exemption in 
the case of Government ser¬ 
vants. 

26. Where the cash equiva¬ 
lent of unutilised earned leave 
is received by an employee 
from two or more employers 
in the same year, the maxi¬ 
mum amount exempt from 
tax will not exceed Rs 25,500. 
In cases where an employee 
who has received any 
cash equivalent of unutilised 
earned leave in any earlier 
year from his former em¬ 
ployer or employers receives 
cash equivalent of unuti¬ 
lised earrned leave from his 
present employer in a later 
year, the ceiling limit speci¬ 
fied above will be reduced 
by the amount of cash equi¬ 
valent of unutilised earned 
leave which has been exemp¬ 
ted in any earlier year or 
years. 

27. This amendment will 
take' effect from 1st April, 
1982 and will accordingly 
apply in relation to the assess¬ 
ment year 1982-83 and sub¬ 
sequent years. 

[Clause 4(c)] 


of non-residents from speci¬ 
fied savings certificates 

28. With a view to encou¬ 
raging the flow of foreign 
exchange remittances into 
India, the Bill seeks to pro 
Vide exemption from in¬ 
come-tax in the case of non¬ 
resident Indian citizens and 
foreign nationals of Indian 
origin, in respect of income 
by way of interest on speci¬ 
fied savings certificates subs¬ 
cribed to in foreign currency 
in accordance with the For¬ 
eign Exchange Regulation 
Act, 1973 and any rules made 
thereunder. The exemption 
will be available only to the 
original subscriber of the 
savings certificates. 

29. This amendment will 
take effect from 1st April, 1983 
and will, accordingly, apply 
in relation to the assessment 
year 1983-84 and subsequent 
years. 

[Clausc4 (b)] 

Exemption from income-tax 
of interest accruing on credit 
balances in a Non-resident 
(External) Account. 

30. Under the existing pro- 
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visions of t he Income-tax Act,; 
in the case of a non-resident,' 
any income from interest 
on moneys standing to his; 
credit in a Non-resident <Bx-; 
ternal) Account in any bank! 
in India in accordance witfr 
the Foreign Exchange Regu-j 
lation Act, and the rules made; 
thereunder is not included i#j 
computing his total income.) 
At present, the benefit pti 
this exemption is available! 
to a “non-resident” as define# 
in the Income-tax Act. How¬ 
ever. under the Forcigj^ 
Exchange Regulation Act, 
“person resident outbid* 
India” can open a N0$£ 
resident (External) Account 
However, if he does 
satisfy the test of being 
non-resident under t||P* 
Income-tax Act, he does 
qualify for this exemption* 

31. With a view to removi* 
this anomaly, it is pro' 
to provide that excmptioj 
from income-tax in resp 
of interest on Non-reskL™, 
(External) Accounts shallIg 
available in the case of | 
“person resident outs|dj 
India* 1 as defined in sectj<j| 
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2(q) of the Foreign Exchange 
Regulation Act. 

32. This amendment will 
take elTect from 1st April, 1982 
and will accordingly apply 
in relation to the assessment 
year 1982-83 and subsequent 
years. 

[Clause 4(a)] 

Relaxation of tests of “resi¬ 
dence” in India. 

33. Under the existing pro- 
| visions, an individual is said 
| to be “resident” in India in 
| any year, if— 

| (a) he is in India in that 

if year for a period or periods 
$ amounting in all to 182 days 
If or more; or 

% (b) he maintains or causes 

\ to be maintained for him a 
f dwelling place in India for a 
i| period or periods amount- 
? ing in all to 182 days or more 
I in that year and has been in 
§ India for 30 days or more 


I in that year; or 
| (c) having within the 

$ four years preceding that 
fyyear been in India for a 
A period or periods amounting 
J in all to 365 days or more, 

| is in India for a period or 
periods amounting in all to 
60 days or more in that year. 
| 34. In the case of an Indian 

$ citizen who is rendering scr- 
S vice outside India, and who 
Sis on leave or vacation in 
p India, the period of 30 days 
Band 60 days referred to in 
j§;(b) and (c) above is taken as 
% 90 days. 

•ft 35. With a view to avoiding 
hardship in the case of Indian 
citizens who are employed or 
^engaged in other avocations 
outside India, the Bill seeks 
$ to make the following modi- 
> fications in the tests of “resi¬ 
dence” in India; 

I (i) It is proposed to omit 
if.the provision relating to 
51 maintenance of dwelling 
p place coupled with stay in 
India of 30 days or more, 
preferred to in (b) above; 

(ii) In the case of Indian 
:citizens who come on a visit 

Jbto India* the period of “60 
IP days or more” referred to in 
^(c) above is proposed to 
■ be raised to “90 days or 
! more”; 

(iii) It is proposed to pr-o 
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vide that where an indivi¬ 
dual who is a citizen of India 
leaves India in any year for 
the purposes of employment 
outside India, he will not be 
treated as resident in India in 
that year unless he has been 
in India in that year for 182 
days or more. The effect of 
this amendment will be that 
the “test” of residence in (c) 
above will stand modified to 
this extent in such cases. 

36. The proposed amend¬ 
ments will take effect from 
1st April, 1983 and will, ac¬ 
cordingly, apply in relation 
to the assessment year 1983- 
84 and subsequent years. 

[Clause 3] 

Modification of the provi¬ 
sions relating to exemption 
of capital gains on transfei 
of self-occupied house pro¬ 
perty on investment in other 
house property for sclf-occupa- 
tion. 

37. Under the existing pro¬ 
visions, capital gains arising 
on the transfer of a house 
property which in the two 
years immediately preceding 
the dale of its transfer was 
used by the taxpayer or a 
parent of his for self-residence 
is exempted from income-tax 
if the taxpayer, within a pe¬ 
riod of one year before or 
after that date, purchases or 
within a period of two years 
after the date of such trans¬ 
fer constructs a house pro¬ 
perty for the purpose of his 
own residence. The exemption 
of capital gains is restricted 
to the amount of such capital 
gain utilised for the purchase 
or construction of the new 
house property. Where the 
amount of capital gain is 
greater than the cost of the 
house property so purchased 
or constructed, the balance 
amount of the capital gain if 
charged to tax. If, however, 
the amount of capital gain is 
equal to or less than the cost 
of the house property pur¬ 
chased or constructed, the 
capital gain is completely 
exempted from income-tax. If 
such house property purchased 
or constructed is transferred 
within a period of three years 
of its purchase or construc¬ 
tion, the capital gain on the 
property so transferred is cal¬ 


culated by reducing the cost 
of its acquisition by the 
amount of the capital gain 
exempted from income-tax. 

38. The conditions of self¬ 
occupation of the property by 
the taxpayer or his parent be¬ 
fore its transfer and the pur¬ 
chase or construction of the 
new property to be used for 
the residence of the taxpayer 
for the purpose of exemption 
of capital gains created hard¬ 
ship for taxpayers. This was 
mainly due to the fact of em¬ 
ployment or business of the 
taxpayer at a place different 
from the place where such 
property was situated. 

39. It is proposed to make 
the following modifications 
in this provision : 

(i) The conditions of resi¬ 
dence by the taxpayer or his 
parent in the property which 
was transferred, as also resi¬ 
dence by the taxpayer in the 
new property purchased or 
constructed by him are being 
removed. 

(ii) The period for construc¬ 
tion of a new peoperty is pro¬ 
posed to be raised from two 
years to three years since 
taxpayers sometimes expe¬ 
rience difficulty in comply¬ 
ing with existing time limit 
of two years for the construc¬ 
tion of a house property. 

(iii) It is proposed to clarify 
that this exemption will be 
allowed only in the case of 
individual taxpayers. 

(iv) It is also being provi¬ 
ded that this exemption will 
apply only ir relation to long¬ 
term capital gains, that is 
gains arising from the trans¬ 
fer of a house property which 
had been held by the taxpayer 
for a period exceeding 36 
months. 

40. This amendment will 
take elTect from April I, 1983 
and will, accordingly, apply 
in relation to the assessment 
year 1983-84 and subse¬ 
quent years. 

[Clause 11 and 23(a) & (b).] 

Exemption from tax on 
capital gains in certain cases 
on investment of the conside¬ 
ration in residential house. 

41. Under the existing pro¬ 
visions of the Income-tax 
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Act, any profits and gains 
arising from the transfer of a 
long-term capital asset are 
charged to tax on a concessio¬ 
nal basis. For this purpose, 
a capital asset which is held 
by a taxpayer for a period of 
more than 36 months is trea¬ 
ted as a ‘long-term’ capital 
asset. 

42. With a view to encourag¬ 
ing house construction., it is 
proposed to provide that where 
any capital gain arises from 
the transfer of any “long¬ 
term, capital avsset” (other than 
any building or land appur¬ 
tenant thereto, the income 
from which is chargeable 
under the head “Income from 
House Property”) and the tax \ 
payer purchases within a ' 
year before or after the date 
on which the transfer look 
place or constructs within a 
period of 3 years after the dale 
of transfer a residential house, 
the capital gain arising from 
the transfer will be treated in 
a concessional manner as 
under : 

(i) If the cost of the house 
that has been purchased or 
constructed is not less than 
the net consideration in 
respect of the capital asset 
transferred, the entire capital 
gain arising from the trans¬ 
fer will be exempt from tax. 

(ii) If the cost of the newly 
acquired house is Jess than 
the net consideration in res¬ 
pect of the asset transferred, 
the exemption from long-term 
capitikl* gain will be gran¬ 
ted broportionatcly on the 
basis of investment of net 
consideration either for pur¬ 
chase or construction of the 
residential house. 

This concession will not 
be available in a case where 
the assessee owns on the date 
of the transfer of the original 
asset any residential house, 
or purchases, within the pe¬ 
riod of one year after such 
date, or constructs, within the 
period ;, of three years after 
such date, any other residen¬ 
tial house. Where the assessee 
purchases or constructs any 
other residential house with¬ 
in the period aforesaid, the 
exemption under the pro¬ 
posed provision, if allowed, 
shall stand forfeited. *Net 
consideration’ in respect of 

. r.v:.- 
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the transfer of a capital asset 
means the full value of the 
consideration received or ac¬ 
cruing as a result of the trans¬ 
fer of the capital asset after 
deduction of any expenditure 
incurred wholly and exclu¬ 
sively in connection with 
the transfer. 

43. It a taxpayer transfers 
the newsly acquired residential 
house within three years of 
its purchase or construction, 
then the amount of capital 
gain arising from the trans¬ 
fer of the original asset which 
was not charged to tax shall 
be deemed to be the income 
of the year in which the new 
asset is transferred and such 
| income shall be charged to tax 
under the head “Capital gains'” 
relating to long-term capital 
assets. 

The proposed provision 
will become effective from 
April 1, 1983 and will accord¬ 
ingly, apply in relation to the 
assessment year 1983-84 and 
subsequent years. 

[Clauses 12, 23(c) and 32(»] 

Liberalisation of the “tax 


holiday” for newly construc¬ 
ted residential .units and rais¬ 
ing of the nponetary limit of 
deduction in respect of self- 
occupied house property. 

44. At present, income from 
a newsly constructed house 
property is charged to tax on 
a concessional basis. In rela¬ 
tion to a building, the erec¬ 
tion of which is completed 
after March 31, 1978, which 
is let out on rent, the annual 
letting value of the house 
property is reduced by an 
amount upto Rs 2,400 for a 
period of five initial assess¬ 
ment years. With a view to 
encouraging the construc¬ 
tion of houses, particularly 
for persons with relatively 
lower incomes, it is proposed 
to raise the deduction in 
relation to buildings, the erec¬ 
tion of which is completed 
after March 31, 1982 from 
Rs 2,400 to Rs 3,600 for 
live initial assessment years. 

45. The existing provisions 
of the Income-tax Act provide 
for concessional treatment in 
respect of income from self- 
occupied house property. The 


annual value of the self-occu¬ 
pied house is first determined 
in the same manner as if the 
property had ' been let out 
aftd then it is reduced bv one- 
half of the amount so deter¬ 
mined, or Rs 1,800, which¬ 
ever is less. Where, hoW'ever, 
the sum so arrived at exceeds 
10 per cent of the taxpayer's 
total income as computed 
without including the income 
from such property and with¬ 
out making any deduction 
under Chapter VIA of the 
Income-tax Act, the excess 
is disregarded. Where more 
than one house is in the 
occupation of the owner, this 
deduction is available only 
ip respect cf one house which 
may be specified by the tax¬ 
payer. 

46. With a view tc provid¬ 
ing some relief in cases where 
the annual letting value of 
the house docs not exceed 10 
per cent of the other income 
of the taxpayer, the Kill pro¬ 
poses to raise the monetary 
limit of Rs 1,800 to Rs 3,600. 

47. The proposed amend¬ 
ments will take effect from 


April J, 1983 and will, ac-j 
Cordinglv, apply in relation to | 
the assessment year 1983-84| 
and subsequent years. 

[Clause 7] \ 
> 

Deduction in respect of pro- j 
fits and gains from projects j 
outside India—- | 

48 With a view to cncour- j 
agingcontractorsto undertake) 
construction and engineering 
contracts outside India, it i$ 
proposed to provide a tax 
relief on the profits derived 
by them from foreign conr 
tracts. For this purpose, it is 
proposed to insert a new Sec¬ 
tion 80HHB in the Income* 
tax Acl to provide that where 
an Indian company ora non¬ 
corporate taxpayer resident in 
India derives any profits and 
gains from the business of 
execution of a project under 
a contract entered into by> 
him with the Government of a 
foreign State or any statutory 
or other public authority 
or agency in a foreign State 
or with a foreign enterprise* 
he will be entitled to a deduc* 
tion in the computation Of 
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deserve a better todqy 



Children of today are the nation's 
most valuable asset, in whose 
hands the future of India lies. 
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cent, of such profits and gains, 
Subject to certain conditions, 
phis concession will also be 
available where the assessee 
undertakes the execution of 
any work in connection with 
any foreign project under¬ 
taken by any other person. 

49. The benefit of this con¬ 
cession will be available in res¬ 
pect of projects for the cons¬ 
truction of any building road, 
dam, bridge or other ptruc- 
lure outside India, the assem¬ 
bly or installation of any 
machinery or plant outside 
Jndia; and the execution of 
such other work outside India 
of whatever nature as may 
toe prescribed by the Board, 
jthe taxpayer will not be eli¬ 
gible for this concession un¬ 
less the consideration for the 
execution of such project or 
work is payable in foreign 
currency. 


50. The deduction under the 
new provision will be admis¬ 
sible subject to the fulfilment 
of the following conditions, 
namely: 

(i) The taxpayer will have 
to maintain separate accounts 
in respect of the profits and 
gains derived from the busi¬ 
ness of the execution of the 
project or work forming part 
of the project. Where the tax¬ 
payer is a non-corporate tax¬ 
payer, other than a coopera¬ 
tive society, the accounts rela¬ 
ting to such project or work 
should be audited by a Char¬ 
tered Accountant The tax¬ 
payer will be required to 
furnish, along with his return 
of income, the report of such 
audit in a form to be pre¬ 
scribed for this purpose which 
will be signed and verified by 
a Chartered Accountant; 

(ii) The taxpayer will be 
required to debit to the profit 
and loss account of the accoun¬ 
ting year in respect of which 
the deduction under ibis pro¬ 
vision is to be allowed and 
credit to a “Foreign Projects 
Reserve Account’' a sum 
equal to 25 per cent of the 

Iprofits and grains from such 
{project or work. The reserve 
will be requited to be utilised 
by the taxpayer during a pe¬ 
riod of five immediately suc¬ 
ceeding assessment years for 



tU purpose of his business 
and not for distribution by 
way of dividends or profits; 

(iii) The taxpayer will be 
required to remit into India 
in foreign exchange an am¬ 
ount equal to 25 per cent of 
such profits and gains within a 
period of six months from the 
end of the relevant accounting 
year. 

51. Where, however, the 
amout credited by ihctaxpayer 
to the Foreign Projects Re¬ 
serve Account or the amount 
actually remitted into India 
by him or either of these 
amounts is less than 25 per 
cent of such profits and gains, 
the deduction under this pro¬ 
vision wall be restricted to the 
amount so credited to the 
Foreign Projects Reserve 
Account, or the amount ac¬ 
tually brought by him into 
India, whichever is less. 

52. If, at any time, before 
the expiry of five years from 
the end of the relevant account 
ing year, the taxpayer utilises 
the amount credited to the 
Foreign Projects Reserve Ac¬ 
count for the purpose of dis¬ 
tribution by way of dividends 
or by way of profits or for 
any other non-business pur¬ 
pose, the deduction which 
has been originally allowed 
to him under this provision 
will be deemed to have been 
wrongly allowed. For this 
purpose, the Income-tax Offi¬ 
cer will be competent to re¬ 
compute the total income of 
the taxpayer for the relevant 
assessment year and with¬ 
draw the tax benefit granted 
to the taxpayer within a pe¬ 
riod of 4 years from the end 
of the accounting year in 
which the Foreign Projects 
Reserve Account is utilised 
by him for any non-business 
purpose. 

53. This amendment will 
take effect from April 1, 1983, 
and will, accordingly, apply 
in relation to the assessment 
year 1983-84 and subsequent 
years. 

[Clauses 18 and 32(ii) & (iii)] 

Tax relief in relation to in¬ 
cremental addition to the 
export turnovers 

54. With a view to encoura¬ 
ging larger exports of ccrtaifti 


goods, it is proposed to pro¬ 
vide tax relief to Indian 
companies and non-corpo¬ 
rate taxpayers resident in 
India whose export turnover 
for a year exceeds the export 
turnover for the immediately 
preceding year by more than 
10 per cent, thereof. The tax 
relief will be calculated at a 
specified rate with reference to 
such excess turnover. For this 
purpose, “export turnover" 
will mean the sale proceeds 
of specified goods or mer¬ 
chandise exported outside 
India but will not include 
freight or insurance attri¬ 
butable to the transport of 
the goods or merchandise 
beyond the customs station 
as defined in the Customs 
Act, 1962. 

55. The benefit of this tax 
concession will be available 
in relation to the assessment 
year 1983-84 and four imme¬ 
diately succeeding assess¬ 
ment years. 

56. The goods or merchan¬ 
dise in relation to which the 
tax concession will be provid¬ 
ed and the rate at which the 
amount of deduction is to be 
calculated will be notified by 
the Central Government in 
the Official Gazette. In 
specifying the goods or 
merchandise, as also the 
destination of their export, 
and the rate at which the 
deduction will be calculated, 
the Central Government will 
have regard to the following 
factors, namely : 

(a) the cost of manufacture 
or production of such goods 
or merchandise and the 
prices of similar goods of 
merchandise in the foreign 
market; 

(b) the need to develop 
foreign markets for such 
goods or merchandise; 

(c) the need to earn foreign 
exchange; and 

(d) any other relevant fac¬ 
tors. 

57. The maximum amount 
of deduction to which the tax¬ 
payer will be entitled under 
this provision will not ex¬ 
ceed 10 per cent of the am¬ 
ount of income-tax other¬ 
wise payable by the tax¬ 
payer on the profits and gains 


froin the exports of such ! 
goods or merchandise out- \ 
side India. Where the total 
income of the taxpayer in- ; 
elude? other income besides ; 
such profits and gains, the ' 
income-tax payable on such ■'! 
profits and gains shall be 
calculated proportionately. ! 
Further, the amount of pro- i 
fils and gains derived from J 
the export of any goods or -j 
merchandise outside India will " j 
be computed in accordance 
w'ith the rules to be prescribed, | 
by the Central Board of ^ 
Direct Taxes. . 

58. This amendment will; ^ 
trke effect from June 1, 1982 
and will, accordingly, apply. 

in relation to the assessment 
year 1983-84 and subsequent 
years. \ri 

[Clause 22) 

Extension of time fixed for | 
availing of higher rate of; ^ 
investment allowance. . % 

' yi 

59. Under the existing prfr.\<i 

visions of the Income-tax Act,'-^j 
investment allowance is gran^j 
ted at the higher rate of 35 
per cent in respect of machi- ^ 
nery and plant installed afteir ^ 
June 30, 1977, but be*^ 
fore April 1, 1982 for the'-$i 
manufacture or production of 
any article or thing which is g 
manufactured or produced/?^ 
by using any technology o| ?| 
other know-how developed;^ 
in, or invented by, a labo- 0 
ratory owned or financed by^ 
the Government or a labo* V; 
ratory owned by a public 
sector company or a recog- 
nised institution or univefl* i 
sity. The proposed amend- 
ment extends this concession y| 
in relation to machinery and 
plant installed upto March ? 
31, 1987 for the manu»^ 
facture or production of such',;* 
articles or things. ;$ 

60. The proposed amend* J 

ment will take effect from, ? 
April 1, 1983 and will, accord*|| 
ingly, apply in relation to the / 
assess-ment year 1983-84 and ^ 
subsequent years. "'Jj 

[Clause 8] t J; 

Inclusion of synthetic rubber 
and rubber chemicals finclud- > 
ing carbon black) and basic 
drugs industries for purposes 
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of concession under section 
80M. - 

61. Under Section 80M of 
the Income-tax Act, full de¬ 
duction is granted in respect 
of income by way of divi¬ 
dends received by a domes¬ 
tic T; company from an Indian 
company formed and regis¬ 
tered under the Companies 
Act, 1956 after 28th February, 
1975 and engaged exclusively 
or almost exclusively in the 
manufacture or production of 
specified articles or things. 

62. With a view to encoura¬ 
ging larger inter-corporte in¬ 
vest ment in the manufacture 
of synthetic rubber and rub¬ 
ber and rubber chemicals 
(including carbon black) and 
basic drugs, the Bill seeks to 
amend Section SOM of the 
Income-tax Act to provide 
that dividends declared by 
Indian companies manufac¬ 
turing synthetic rubber and 
rubber chemicals (including 
carbon balck) and basic 
drugs would also qualify for 
full exemption the hands of 
domestic companies. 

63. This amendment will 


take effect from April 1, 1983 
and will, accordingly, apply 
in relation to the assessment 
year 1983-84 and subsequent 
years. 

[Clause 20] 

Deduction in respect of pay¬ 
ments to associations and 
institutions carrying out pro¬ 
grammes of conservation of 
natural resources and environ¬ 
mental protection. 

64. With a view to encourag¬ 
ing liberal donations to asso¬ 
ciations or institutions engag¬ 
ed in programmes of conserva¬ 
tion of natural resources, the 
Bill seeks to provide that 
paid by a taxpayer carrying 
on business or profession to 
any association or institution, 
which has as its object the 
undertaking of programmes 
of conservation of natural 
resources to be used for such 
programmes will be allow¬ 
ed a deduction in the com¬ 
putation of taxable profits. 
The deduction under this 
provision will not be allowed 
unless the association or ins¬ 
titution, as also the prog¬ 


ramme of con&matioil of 
natural resource for which 
such sums are; paid have 
been approved by the “pres¬ 
cribed authority” to be noti¬ 
fied by the Central feoard of 
Direct Taxes. The prescribed 
authority will not approve an 
association or institution for 
this purpose for more than 
three years at a time. In 
the case of taxpayers who 
do not have income under 
the head “Profits and gains 
of business or profession”, 
similar deduction will be 
allowed under a separate 
provision in respect of con¬ 
tributions made to approved 
associations or institutions to 
undertake approved prog¬ 
rammes of oconscrvation of 
natural resources in the com¬ 
putation of taxable income. 

65. These amendments willi 
take effect from April 1, I $83 
and Will, accordingly, apply 
in relation to the assessment 
year 1983-84 and subsequent 
years. 

[Clauses 9 and 17] 

Deduction in respect of pro¬ 


visions tinrie for bad and 
doubtful debts relating to 
rural brandies Of nun-sche¬ 
duled commercial banks. 

66. Under the existing provi¬ 
sions of the Income-tax Act 
a mere provision for bad and 
doubtful debts is not allowed 
as deduction in computing 
the taxable profits of a busi¬ 
ness cr profession!. In order 
to qualify for deduction, the 
taxpayer has to establish that 
the debt had become “bad’ 
during the accounting year 
Further, the debt must be 
written off in the books of 
account of the taxpayer. 

67. By an amendment made 
by the Finance Act, 1979, a 
deduction is allowed in the 
case of alls chedufcd commer-)? 
cial banks in respect of pro¬ 
visions made by them for 
bad and doubtful debts relat¬ 
ing to advances made by their 
rural branches. The deduc¬ 
tion is limited to 1.5 per cent 
of the aggiegate average ad¬ 
vances made by their rural 
branches. For this purpose, a 
branch situated in a place with 
a population not exceeding 


l 

f A VEHICLE IS JUDGED BY THE COMPANY IT KEEPS 


TVS has been keeping vehicles in shape 
for over 60 years 

It’s the quality of its service that has earned TVS a place in the 
hearts of hundreds of satisfied customers—many of whom have been 
with TVS for decades. 


T. V. SUNDRAM IYENGAR & SONS UNITED 

MADURAI AND BRANCHES 
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branch. The aggregate ave- 
I rage advances for this deduc¬ 
tion are computed in the man¬ 
ner prescribed in the Income- 
tax Rules. 

68. As non-scheduled com¬ 
mercial banks are also enga¬ 
ged in providing rural credit 
and promoting rural banking, 
it is proposed to extend the 
provision relating to deduc¬ 
tion in respect of provision 
made by scheduled commer¬ 
cial banks for bad and doubt¬ 
ful debts relating to advances 
made by their rural branches 
to non-scheduled commercial 
banks as well. 

69. The proposed provision 
will take effect from April 1, 
1983 and will accordingly, 
apply in relation to the as- 

f sessment year 1983-84 and 
subsequent years. 

[Clause 10(a)] 

Modification of the provi¬ 
sions relating to investment 
pattern of charitable or reli¬ 
gious trusts and institutions. 

70. Under the existing pro¬ 
visions of the Income-tax Act, 
charitable or religious trusts 
and institutions are required 
to invest their funds in certain 
forms and modes. Any trust 
or institution which does not 
conform to the prescribed pat¬ 
tern of investment will forfeit 

L exemption from income-tax 
i? from the assessment year 
1982-83. 


‘ direction to form part 
If the corpus, in the form of 
Cash; 

(d) funds other than those 
represented by the corpus re¬ 
ferred to in (a), (b) and (c) 
above. 

72. Funds of the type men¬ 
tioned at (a) and (b) in para 
71 above have been grouped 
into one category and clause 
(b) of Section 13(5) provides 
that they may be invested or 
deposited in any form or 
mode except in equity shares 
of a company which is nei¬ 
ther a Government com¬ 
pany nor a statutory corpo¬ 
ration. In other words, in 
respect of these funds there 
is no restriction regarding 
their investment except that 
they should not be in the 
form of equity shares of a 
company which is neither a 
Government company nor a 
statutory corporation. 

73. The funds of the typem 
entioned at fc) in para 71 
abovefall in another category 
and clause (a) of section 13(5) 
provides the following forms 
and modes for their deposit 
or investment :— 

(a) investment in Govern¬ 
ment savings certifica¬ 
tes; 

(b) deposit in any Post 
Office Savings Bank 
Account; 

(c) deposit in any account 
with any scheduled 


71. At present, the funds of 
chariatable or religious trusts 
or institutions have been divi¬ 
ded into the following four 
types : 

(a) funds represented by 
corpus (including original cor¬ 
pus) of any charitable or reli¬ 
gious' trust or institution 
existing immediately before 
June!, 1973; 

(b) funds represented by 
corpus coming into existence 
on or after June 1, 1973 
and being either the original 
corpus or contributions with a 
specific direction to form part 
of the corpus, but not in the 
form of cash; 

(c) funds represented by 
corpus coming into existence 
on or after June 1, 1973 and 
being either original corpus or 
contributions made with spe- 


bank; 

(d) investment in units 
of the Unit Trust of 
India; 

(e) investment in any 
Central Government or 
State Government secu¬ 
rities; 

(f) investment in deben¬ 
tures of any corpo¬ 
rate body, the principal 
whereof and the inte¬ 
rest whereon are guar¬ 
anteed by the Central 
or a State Government; 
and 

(g) investment or deposit 
in any Government 
company. 

74. The funds of the type 
mentioned at (d) in para 71 
above fall in the third cate¬ 
gory and Clause (c) of Sec¬ 
tion 13(5) provides that they 


ate not invested or deposited 
in conformity with the invest-* 
ment pattern laid down m 
Section 13(5) of the Income-tax 
Act at any time during any! 
previous year commencing on? 
or after April 1, 1981, the 
trust will lose exemption froift] 
income -tax for the assess*-] 
ment year 1982-83 onwards, i 
The proposed amendment! 
seeks to secure that exemption] 
from tax in such cases is not ] 
denied for the assessment ye$r; 
1982-83. . 

78. The aendment will take 
effect from April 1, 1982^ 

Modification of the provision^ 
relating to deduction in respect ; 
of long-term capital gains 
the case of non-corporate tax^ 
payers: 

79. Under the existing 
provisions in the ca$i|: 
of a non-corporate tafl$ 
payer, longterm capita^ 
gains arc exempted from 10 
come-tax upto Rs 5,000. Where; 
the long-term capital gains ex*i 
ceed Rs 5,000 a deduction is* 
given of Rs 5,000 plus 23| 



can be invested or deposited 
only in any of the four forms 
and mode* mentioned at (a) 
to (d) of paragraph 73 above. 

75. Investment in “immov¬ 
able property’* as not one of 
the specified forms of invest¬ 
ment of trust funds referred to 
in paragraphs 73 and 74. With 
a view to enlarging the speci¬ 
fied forms of investment, the 
Bill seeks to provide that in¬ 
vestment in immovable pro¬ 
perty will also constitute an 
approved form or mode of 
investment of funds by all 
categories of charitableor reli¬ 
gious trusts or institutions. 

76. The proposed amend¬ 
ment will take effect from 
April 1, 1982. 

(Clause 5(b)) 

Extension of time limit for 
religious or charitable trusts 
and institutions for comp¬ 
liance with specified investment 
pattern: 

77. Under the existing pro¬ 
visions of the Income-tax Act, 
if funds of a charitable or 
religious trust or institution 
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Economic prosperity is the harbour light 
that beckons us. We iry to reach it by 
developing technological expertise and 
manufacturing skill in every field of 
engineering. 

We design, manufacture and instal plant 
and equipment for every major national 
project covering vital human needs like 
food, chemicals, petrochemicals, fertiliser, 
cement, steel, paper, nuclear, power... 

We have even extended the limits of our 
capabilities to cover space technology in 
order to support the nation's plans to 
establish effective satellite communication 
systems. Right now, we are embarking on 
a totally different activity—cement 
manufacture.* 


Our efforts keep us moving towards a 
definite harbour --economic prosperity 
through technological development. 

All 10,000 of us in the L&TGroup are 
prompted by the same sense of direction. 
And our capabilities Sre enriched by the 
experience and know-how of our 
collaborators—world renowned manufac¬ 
turers in every field of engineering. 



LARSEN &TOUBRO LIMITED 

where technology moves with time 
P.O. Box 278, Bombay 400 038 


1 When a man does not know what harbour 
he is making for, no wind is right —Seneca 





per cent of the long-term 
capital gains relating to build- 
ings or lands or any rights in 
buildings or lands as re¬ 
duced by Rs 5,000. The de¬ 
duction in respect of other 
long-term capital gains is 
given in an amount equal to 
Rs 5,000 plus 40 per cent of 
the long-term capital gainsi 
exceeding Rs 5,000. 

! 80. It is proposed to modify 

the provisions relating to de¬ 
duction in respect of long¬ 
term capital gains in the case 
of non-corporate taxpayers 
in the following manner, 
namely ; 

( i) In respect of long-term 
capital gains relating to all 
jtapttal assets, a deduction 
fof first Rs 5,000 will be given 
as at present. Thereafter, the 
deduction will be based on 
the number of years for which 
the relevant long-term capi¬ 
tal asset has been held by the 
taxpayer. For this purpose, a 
two-fold classification has 
been made as at present and 
the rate of deduction is pro¬ 
vided as under : 


(ii) Where the long-term 
capital gains relate to gold, 
bullion or jewellery, the maxi¬ 
mum deduction admissible 
will be restricted to Rs 50,000; 

(iii) Where the taxpayer has 
long-term capital gains relat¬ 
ing to buildings or lands or 
rights in buildings or land as 
also to other capital assets, the 
initial deduction of Rs 5,000 
will be given Jjfirst in repect of 



long-term capital Vgains relat¬ 
ing to buildings or lands and 
if the amount of such capital 
gains is less than Rs 5,000 
the balance will be adjusted 
against long-term capital 
gains relating to gold, bul¬ 
lion or jewellery and the 
balance, if any, against the 
long-term capital gains relat- 
ingto any other capital assets. 

81* This amendment will 
take effect from April 1, 1983 
and will, accordingly, apply 
in relation to the assessment 
year 1983-84 and subsequent 
years. 

[Clauses 21 and 31] 

Deduction in respect of pro¬ 
fits transferred to special re¬ 
serves in the case of scheduled 
banks having operations ab¬ 
road. 

82. Under the existing provi¬ 
sions, approved financial cor¬ 
porations engaged in provid¬ 
ing long-term finance for 
i ndustriai or agricultural deve¬ 
lopment in India and approv¬ 
ed public housing finance 
companiss sre entitled to a 
deduction, in the computa¬ 


25% 

40% 

28% 

45% 

33% 

50% 


tion of the taxable profits, 
in respect of the amount 
transferred by them out of 
such profits to a special re¬ 
serve account, upto 40 per 
cent of their taxable income. 
In view of the important role 
being played by scheduled 
commercial banks in expand¬ 
ing the banking operations 
outside India, it is proposed 
to provide a similar tax con* 


■ 4 "M 1 ■. 


cession to scheduled banks, 
other than foreign banks, 
which are engaged in bank¬ 
ing operations outside India. 
The deduction will be gran¬ 
ted upto 40 per cent of their 
total income computed be¬ 
fore making any deduction 
under Chapter VlA carried 
by them to such reserve ac¬ 
count. However, this conces¬ 
sion will be available only 
where such scheduled bank 
is approved by the Central 
Government for the purposes 
of this clause, taking into 
account its capital structure, 
the extend of its operations 
outside India, its need for 
resources for operations out¬ 
side India and other relevant 
factors. 

83. The proposed amendment 
will take effect from 1st April, 
1983 and will, accordingly, 
apply in relation to assess¬ 
ment year 1983-84 and sub¬ 
sequent years. 

[Clause 10fb)] 

Relaxation of provisions re¬ 
lating to deduction of tax 
on payment of interest on 
securities, dividends and inte¬ 
rest other than interest on 
securities. 

84. Under the provisions of 
the Income-tax Act, income- 
tax is deductible at source on 
payment of any income char¬ 
geable under the head “Inte¬ 
rest on securities”. The In¬ 
come-tax Act also provides 
for deduction of income-tax 
at source on income by way 
of dividends paid by an 
Indian company or a company 
which has made the prescribed 
arrangements for the declara¬ 
tion and payment of dividendt* 
within India. The Income-tax 
Act also provides that any 
person who is responsible for 
paying to a resident any in¬ 
come by way of interest other 
than interest chargeable 
under the head “Interest on 
Securities” shall at the time 
of credit of such income to 
the account of the payee or 
at the time of payment deduct 
income-tax thereon. 

85. The requirement of de¬ 
duction at source from such 
incomes is dispensed with in 
certain circumstances, sub- 
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jeet to the fulfilment of the | 
conditions laid down in the 
law in this behalf. With a view i 
to enabling persons with in- j 
come below the taxable limit ; 
to receive these categories of j 
income without deduction of * 
tax at source, the Bill seeks 
to insert a new section to j 
provide that a person who is \ 
resident in India, may receive ] 
the same without deduction ! 
of income-tax, on his fur- i 
nishing a declaration in writ- : 
mg fin duplicate) in the pres- ? 
cribed form and verified in j 
the prescribed manner, to j 
the person responsible for j 
making the payment. The I 
declaration will have to be j 
to the effect that the estimated 
total income of the declarant ' 
of the previous year in which 
such interest on securities, 1 
dividends or interest other t 
than interest on securities was ! 
received, will be less than the 
minimum liable to income-tax- * 
On receipt of this declaration, s 
the person responsible for 
making the payment will be 
required to deliver or cause to : 
be delivered to the Commis¬ 
sioner of Income-tax exer¬ 
cising jurisdiction over him, 
one copy of the declaration on 
or before the 7th day of the 
month following the month 
in which the declaration is 
furnished, it is also proposed 
to provide that in a case : 
where the person responsible , 
for making payment, fails to , 
deliver or cause to be deli- 1 
vered the said declaration to 
the Commissioner of Income- 
tax in due time, a penalty of 
up to ten rupees will be levi- s 
able for every day for which 
the default continues. The Bill 
also provides that income- 
tax will not be deducted at 
source from interest paid on .X 
such securities of the Central ' 
Government or any State 
Government, to such class 
of persons, and subject to 
such conditions, as the Cen-' 
tral Government may, by 
notification in the Official 
Gazette, specify in this behalf* 

86. The amendment will 
take effect from 1st JunT, ; 
1982 

[Clauses 24, 26 and 29J \ 

Raising of monetary limit 
for payments to contractors 

MARCH 19, 1982 ^ 


Period of holding of Rate of deduction in Rate of deduction 
the capital assets respect of long-term of long-term capi- 
capital gains relating tal gains relating 
to buildings or lands to other capital 
or any rights therein assets. 


Not less than 3 years 
f but not exceeding 
5 years 

Not less than 5 years 
but not exceeding 
10 years 

Not less than 10 years 
but not exceeding 
15 years 

Not less than 15 years 
but not exceeding 
20 years 
Over 20 years 


37% 55% 

40% 60% 





! Without deduction ojf tux it 
source. 

87. Under the existing pro¬ 
visions, income-tax is deduc¬ 
tible at source from income 
comprised in payments made 
$ by the Central Government 
|| or any State Government, 
&local authorities, statutory 
corporations and companies 
gf to contractors engaged for 
carrying out any work or for 
>| supplying labour for carry- 
% ing out such work. Income- 
tax is deductible at the rate 
| of two per cent on such pay- 
meets. Similarly, income¬ 
-tax is deductible from pay- 
i jnents made by contractors, 
;■}■ other than individuals or 
J Hindu undivided families, to 
I! sub-contractors at the rate of 
'} one per cent, of the payment. 
\l No deduction is, however, 
required to be made if the 
■f - consideration for the contract 
; ? or the sub-contract docs not 
exceed Rs 5,000. This limit 
H was fixed in 1972. In view of 
the increase in cost of matc- 
;v rials and labour, the Bill pro- 
;| ; poses to enhance the monetary 
limit for making payments to 
contractrs without deduction 
\\ of tax at source from 
5,000 to Rs 10,000. 

\ If 

88. The proposed amend- 
? ment will take effect from 
June 1, 982. 

' S [Clause 25] 

| ft 

* Donations to National Child- 
; \ ren*s Fund to be put on par 
with donations to other funds 
vfof national character. 

:’,y 89. Under the existing pro- 

| visions, a taxpayer is entitled 
to a deduction, in the com* 
Imputation of his taxable in¬ 
s' Come, of an amount equal 
!juto 50 per cent of the dona- 
; f tions made by him to certain 
funds and charitable institu- 
: ( tions, or for the repair or re- 
v novation of any temple, mos- 
,;?>quc, gurdwara, church or 
J any other place which is noti- 
fied by the Central Govern- 
] ment for this purpose to be 
i l historic, archaeological or 
i : artistic importance or to 
■ j be a place of public worship 
' of renown throughout any 
j State or States. Donations 
i }■ made to the Government or 
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any approved local autho¬ 
rity, institution or association 
to be utilised for the purpose 
of promiting family planning, 
are eligible for 100 per cent 
deduction. The amount of 
donations qualifying for de¬ 
duction under Section 80G is, 
however, limited to 10 per 
cent of the gross total inome 
of the donor, subject to a 
further monetary limit of Rs 5 
lakhs. The aforesaid ceiling 
limits, however, do not apply 
in relation to the donations 
made to the National De¬ 
fence Fund; the Jawaharlal 
Nehru Memorial Fund; the 
Prime Minister’s Drought 
Relief Fund and the Prime 
Minister’s National Relief 
Fund. 

90. The National Childrens 
Fund was established with a 
viewto implementing program¬ 
mes for the welfare of children, 
including rehabilitation of 
destitute children, Particularly 
pre-school age children and 
other programmes envisaged in 
the National Plan of Action 
for International Year of Child. 
The programmes for welfare 
of children belonging to Sche¬ 
duled Castes and Scheduled 
Tribes and other backward 
classes receive primary con¬ 
sideration. 

91. In view of the importa¬ 
nce of this Fund and its prog¬ 
rammes, it is proposed to put 
the National Children's Fund 
at par with other funds of 
national character, such as, 
the National Defence Fund 
and the Prime Minister’s Na¬ 
tional Relief Fund. In other 
words, there will be no mone¬ 
tary ceiling on the acount of 
the qualifying amount of dona¬ 
tions to the National Chil¬ 
dren’s Fund for the purposes of 
the aforesaid concession. 




■ Good Luck 
Would Come to 
ANY ONE 
ANY TIME 
ANY DAY 
fUNAWARE 
Let it be 
* "YOU" 

Own tickets of 

! KERALA STATE LOTTERIES 

| and try your luck 


Director, 

KERALA STATE LOTTERIES 

Gram: KERLOT Vikas Bhavan, Trivandrum \ 

Phone: 65230/65193 Kerala 695001. 


92. The proposed amend¬ 
ment will take effect from 
April 1,1983 and will accordi¬ 
ngly, apply in relation to the 
assessment year 1983-84 and 
subsequent years. 

Raising of monetary limit of 
deduction in respect of rents 
paid: * 

93. Under the existing pro¬ 
visions any house rent allow 


Our Delhi Office: 


Lottery Officer (K) \ 

State Emporia Complex, (ill Floor of Kairaii) ( 
Baba Kharak Singh Marg, New DelhMIOOOI. ( 
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employee 

to meet expenditure actually 
Incurred on paymert of rent 
is exempted from income-tax 
up to a maximum of Rs 400 
per month. Under another 
provision, a taxpayer not in 
receipt of house rent allow¬ 
ance is entitled to a deduction, 
in respect of house rent paid 
by himin excess of 10 percent, 
of his total income subject 
to a ceiling of 15 per cent 
there of, or Rs 300 per month, 
whichever is less. The Bill 
proposes to raise the mone¬ 
tary ceiling of Rs 300 per 
monthe at present to Rs 400 
per month. This would place 
the ceiling under this pre¬ 
vision on par with the ceiling 
•for exemption of house rent 
allowance. 

94. The proposed amend¬ 
ment will take effect from 
April 1, 1983 and will, accord¬ 
ingly, apply in relation to the 
assessment year 1983-84 and 
subsequent years. 

[Clause 16] 

Rationalisation of procedure 
for functioning of Settlement 
Commission. 

95. The Income-tax Act, 
provides that the Settlement 
Commission shall consist of 
a Chairman and two other 
members. The effect of the 
existing provisions is that the 
Settlement Commission can 
be rendered temporarily idle" 
if the vacancy of any of its 
members is not filled imme¬ 
diately. With a view to over¬ 
coming this difficulty, the 
proposed amendment seeks 
to provide that the Settle¬ 
ment Commission shall be 
competent to function even 
if the post of one of the Mem¬ 
bers (other than the Chairman) 
is vacant. It is also proposed 
to provide that if in any case 
the Chairman and the other 
member differ or* any point 
or points, such point or points 
will be referred to the new 
member and the matter will 
be decided according to his 
opinion. 

96. This amendment will 
take effect from April 1, 
1982. 

[Clauses 27 and 28] 

Modification of provision 
relating to prosecurtion in cer¬ 


MwM with 
immovable pro- 


tain matters 
acquisition of 
parties. 

97. In line with the other 
provisions in the Income-tax 
Act relating tc initiation of 
proceedings for offences under 


that Act, the Bill seeks to 
provide that no person shall 
be proceeded against for an 
offence under Section 276AA 
of that Act except at the ins¬ 
tance of the Commissioner. 

[Clause 30] 


Wealth-Tax 


Discontinuance of levy of 
wealth-tax on agricultural 
property comprised in spe¬ 
cified plantations. 

98. Prior to the amendment 
made by the Finance Act, 
1969, the value of agricultural 
wealth was wholly exempt 
from wealth-tax. The Finance 
Act, 1969 extended the levy 
of wealth-tax to agricultural 
property with effect from the 
assessment year 1970-71. 

99. The Finance (No. 2j 
Act, 1980 discontinued the levy 
of wealth-tax on agricultural 
property except property 
comprised in lea, coffee, rub¬ 
ber and cardamom planta¬ 
tions. 

100. The yield from wealth- 
tax on agricultural property 
comprised in specified planta¬ 
tions is not significant. Fur¬ 
ther, valuation of agricul¬ 
tural lands comprised in these 
plantations also raises practi¬ 
cal difficulties which lead to 
disputes and avoidable liti¬ 
gation. The Bill seeks to ex¬ 
clude the Value of agricultural 
land comprised in specified 
plantations from the levy of 
wealth-tax. Grwoing crops, 
grass or standing trees on 
such land, as also the value 
of one building (or one group 
of buildings) owned or. occu¬ 
pied by the cultivator of, or 
the receiver of rent or revenue a 
out of, such agricultural land / 
are also p~oposcd to be exemp- v 
ted from wealth-tax, if the v 
building is required by the^J 
taxpayer for use as store- A 
house or for keeping livestook. 

101. The proposed amend¬ 
ments will take effect from 
April 1, 1983 and will accord¬ 
ingly apply in relation to the 
assessment year 1983-84 and 
subsequent years. 

[Clauses 33, 34(a) (i),(iii) and 

<b)] 

Raising of monetary limits 


of exemptions in respect of 
certain assets. 

102. Under the existing pro¬ 
visions of the Wealth-tax Act, 
the value of any conveyance 
or conveyanace owned by a tax 
payer is exempt from wealth- 
tax up to aft aggregate amount 
of Rs 30,000. In view of the 
increase in the price of vehi¬ 
cles (including motor vehi¬ 
cles) in recent years, the Bill 
seeks to increase this limit to 
Rs 75,000. 

103. Under the existing 
provisions of the Wealth-tax 
Act, the value of any tools 
and instruments necessaiy to 
enable the taxpayer to carry 
on his profession or voca¬ 
tion is exempt from wealth- 
tax up to an aggregate amount 


of Rs 20,000. in view of the j 
increase in the price of such j 
tools and instruments, the ; 
Bill seeks to increase this limit ) 
to Rs 50,000, | 

101. The proposed amend- j 
ments will take effect front * 
April 1,1983 and will apply in .? 
relation to the assessment year'''! 
1983-84 and subsequent years. $ 

[Clause 34 faXii) and (iv)] 

■ ■ [4 

Exemption from wealth-tax - 
of specified savings certificates ]; 
subscribed to by non-residents, !ijj 

105. With a view to provide s 
ingan incentiveto non-re$idenfcvf 
Indian citizens and forcipij 
nationals of Indian origin t#|| 
invest in specified savings!] 
certificates, the Bill seeks to 
exempt from wealth-tax the 
value of investment in specific# 
savings certificates subsetfh^j 
ed to in foreign crurency 
accordance with the provisional 
of the Foreign Exchange ** 
gulation Act* 1973 and 
rules made thereunder. 1 
exemption will be availat$^ 
only to the original subscribe! 
to the savings certificates. ;v| 

106. This amendment 
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WHEN THE EYES DANCE, LIPS EXPRESS, 
HANK CONVEY; FEET SUGGEST, MOHINIATTAM 
SPINS A YARN, A LITTLE LIKE LAKSHMI MACHINES. 
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A Mohiniattam legend is 
composed of fine little 
components that make up 
the tale Enchanting little 
things, really Muih like the 
tine strands of fibre spun 
into yarn 

If today, some of the best 
known textile mills have 
modernised their factories 
with the most advanced 
textile machineries made 
by LMW, it is bet a use LMW 
has created tor itself, an 
international reputation for 
quality With such world 
famous collaborators like 
Rieter Machine Works Ltd. 
.md Schweiter Engineering 
Works Ltd of Switzerland 
it is indeed remarkable that 
absolutely world class 
quality textile machinery is 
born on the very soil ot 
India. For LMW to develop 
into a massive textile 
machinery manufacturing 
complex in India, it took a 
lot of pain, endeavour, 
discipline and 
determination 

Today. I MW i* happy *o 
stand on the foundations of 
results, sue cess and 
prosperity 


takshmi machine works ltd 
coimbatore. 
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March 17 

The Union Cabinet decided to impose 

: - : ^resident , s rule in Kerala, after consi¬ 
dering a recommendation to this effect 
by the State Governor, Mrs Jyothi 
Venkatachallam. 

Indian and South Korean industria¬ 
lists agreed that the two countries 
should expand the list of bilateral trade 
items enjoying concessional tariffs as 
provided for in the Bangkok Agreement. 

March 18 

The official wholesale price index for 
all commodities base 1970-71, declining 
for the fifth successive week, stood at 
275 (provisional) during the post-Budget 
week (ended March 6). 

The Union Government decided to 
.^release a higher quota of levy sugar 
from next month in view of the en¬ 
couraging trend of production iii the 
current season. 
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The Agricultural Refinance and 

Development Corporation (ARDC) will 
be issuing bonds worth Rs 60 crores, 
keeping in view the increasing demand 
of refinance in Uttar Pradesh and to 
augment the resources of the Corpo¬ 
ration. 

March 19 

Veteran Gandliian leader, Acliarya 
J.B. Kripalani, died at the civil hospital 
in Ahmedabad following a respiratory 
cardiac arrest. He was 94. 

Assam was brought under Central 
rule and the State Assembly dissolved 
under a proclamation issued by Presi¬ 
dent Sanjiva Reddy. 

The West Bengal Government has 
prohibited continuance of lock-outs in 
four jute mills of the State. Lock-outs 
have been continuing in the mills-- 
Kelvin, Gangas, Dalhousic and the 
Empire—for the last four-six months. 


■ VC . 1 1 ■ > ■■ , 

March 20 

The.OPEC President and UAE Oil 

Minister, Mr Mana Saeed Otaiba, told 
newsmen that OPEC had reached an 
agreement on a ceiling of 18 million 
barrels-a-day production for the group’-, 
total oil output. 

The monthly index of industrial pro¬ 
duction (base 1970’ 7 100) for December 
1981 stood at 180.9 It was higher 
than the index of December 1980 by 
6.7 per cent. The growth rate during 
1981 over the 1980 showed a rise of 9.2 
per cent. 

The Exchange Control Department 
of the Reserve Bank of India announc¬ 
ed the suspension of spot purchase of 
Dcufsehemnrk acquired by authorised 
dealers from their overseas branches. 
March 21 

India's exports to the members of 

OiJ and Petroleum reporting Countries 
(OPFC) increase by only 4.5 per cent 
during 1980-SI as compared to the 
previous year. 

The Union Commerce Minister, 
Mr Shivraj Patil, now in Thailand to 
attend the 38th annual session of 
ESCAP, has stressed the need for rapid 
growth in trade and economic co¬ 
operation among developing countries. 

March 22 

The powid sterling became cheaper 

by 5 paisc following the Reserve Bank's 
upvaluation of the rupee by 0.29 per 
cent. RBI has fixed the new middle 
rate at Rs 16.80 per pound against 
Rs 16.85 per pound. 

A seven-month ‘‘Festival of India” 
opened in London with a gala concert 
attended by the Prime Minister, 
Mis Indira Gandhi, the British Prime 
Minister, Mrs Margaret Thatcher, and 
Prince Charles. 

March 23 

The Reserve Bank announced a minor 

concession to banks by wjthdrewing 
the stipulation that their cash-reserve 
ratio (CRR) would be raised from the 
pi esent 7.75 per cent to eight per cent 
from April 30. 

Industrial Credit and Investment 
Corporation of India Limited (TCTCI) 
has concluded arrangements with the 
Standard Chartered Merchant Bank of 
London for the line of credit for 
£5 million. 
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OPEC Barks Bravely But Unconvincingly 


Is OPEC all bark and no bite? Contrary to the expectations of 
many observers, the cartel resisted pressures to reduce official 
oil prices at its meeting last week-end. It stuck to the present 
benchmark of 34 dollars per barrel for light Arabian crude, 
and most members agreed on cutting output to 18 million bar¬ 
rels per day (almost half the installed capacity) to check the 
glut. But this brave bark has not convinced many that OPEC 
will really bite. For one thing the glut of oil continues to be 
so marked that world demand for OPEC oil is already less 
than 18 million barrels per day. For another, OPEC members 
have yet to demonstrate that they are really a disciplined lot. 
They went hell for leather for higher prices in 1980, violating 
the official OPEC rate time and again. They have less incen¬ 
tive to be quite so undisciplined in cutting prices. But with Iran 
and Iraq bankrupt and in urgent need of more oil revenue, it 
is difficult to believe that they will really observe the discipline 
of cutting production. On the contrary, Iranis said to have 
sold oil at just 25 dollars per barrel to a German party (though 
this report has not been confirmed). The most significant straw 
in the wind is Britain's decision to cut the price of North Sea 
oil to just 31 dollars per barrel. British oil traditionally enjoys 
a premium of S3 per barrel, and using this as a yardstick the 
price of light Arabian crude should really come down to 28 
dollars per barrel. Thanks to their past antics, OPEC coun¬ 
tries arc considered the most undesirable source of supply. 
Consumers would much rather buy oil from Britain or Mexico 
or Not way, or even China. 

Why then has OPEC stuck to its benchmark of 34 dollars 
per barrel and not heeded the signals of the market place? One 
reason could be political. The smaller OPEC countries are 
most reluctant to cut prices, and would prefer to have big pro¬ 
ducers like Saudi Arabia and Kuwait cut production. It would 
seem that Saudi Arabia too is against a lower price. OPEC 
nations must be hoping that the recent fall in oil prices in the 
spot market will spark off a consumption boom, especially 
now that most Western economies are recovering from the 
1980-81 recession. If only they can hold out for a few months 
more, the OPEC nations feel, market conditions may yet turn 
in their favour. Such hopes are not without basis. Improving 
economic conditions and falling prices at petrol pumps will 
tend to increase consumption. But what OPEC is overlooking 


is the long-term decline in consumption projected by the 
International Energy Association* These projections postulate 
a fall of no less than 40 per cent in consumption by 1990, 
thanks to long-term changes which will not be reversed fey 
short-term falls in the price of oil. The rise in oil prices in tip 
1970s at one stroke made a huge amount of machinery in the 
OECD obsolete.^It was necessary to replace cnortnous amounts 
of capilal stock with new, energy-efficient capital. There was 
a lag in this process, which OPEC misread as inelasticity in the 
demand for oil. Now that the process of installing energy-effi¬ 
cient equipment has gathered momentum, there will be a fall 
in demand even if price falls. The conditions imposed on the 
American car industry in terms of miles per gallon will not be 
jettisoned just because oil falls in price. Demand may not 
fall quite so dramatically as the IEA projects. But it is likely to 
fall somewhat. A long spell of slack oil prices could induce 
complacency and tend to encourage wasteful use of oil. But 
the whole institutional structure has now shifted in favour of 
energy conservation, and this structure cannot be shaken by a 
Saudi price of 34 dollars per barrel or even 30 dollars per barreL 

It will be no surprise if individual OPEC nations now resoi t 
to cut-price deals under the counter while swearing loyalty to the 
official price. This is good news for developing nations, which 
have been particularly hard-hit by high oil prices. Even those 
who cannot extract price cuts should at least be able to extract 
deferred payment or oil credits. The price of really heavy 
crudes (like some Venezuelan varieties) has slumped to between 
16 afid 22 dollars per barret. This is the kind of crude which 
India should consider buying, now that market conditions are 
so easy. The rise in Bombay High production means that India 
will have a surplus of light fractions, once the Mathura refinery 
goes on full stream. It will* be very difficult to export these 
surpluses in,today's depressed conditions. It makes more sense 
to import heavy Venezuelan or equivalent crudes, blend them 
with Bombay High oil, and get a mixture which is optimal in 
terms of quality as well as price. It is worth noting that the 
oil found in the Palk Straits is even lighter than Bombay High 
oil—the former.has an API gravity of 51 degrees, making 
perhaps the lightest in the whole world (light Arabian crude i$, 
only 34 degrees API gravity). Tjhus India is going to be plagued 
by a surplus of, light fractions for a long time to come.- It 
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Its Import pattern to heavy crudes, and the price of high speed diesel has fallen from 400 dollars per tonne 
best bargains may ho longer be available in the Persian Gulf at the end of 1980 to just 260 dollars per tonne today, yet the 
despite its proximity. Egypt has some heavy crude to sell, Indian price of diesel has been raised twice in (his period and 
but Mexico and Venezuela may be more appropriate sources is now ruling higher than the international rate. This is all to 
from the viewpoint of quantity. the good. The world needs to keep energy prices high to final- 

Oil in India has long been underpriced, in the sense that ly crack the OPEC cartel. If open market prices are Calling, 
imported petroleum products have been subsidised by cheap Governments should step up oil taxes to cream off the wind*, 
local products. Now that world prices have fallen sharply, Ml to consumers, and reduce their budgetary deficits in the 
while Indian prices have not, we are in the happy position of bargain. Such opportunities do not come often, and the world 
having a more appropriate price regime. For instance, the cannot afford to miss them. 

Prices Prospects 


The sharp uptrend in prices. Sparked off by the presentation of 
the union budget by Mr Charan Singh in February, 1979, and 
accentuated later by the jacking up of the world prices of crude 
^oil and petroleum products, some adjustments in the adminis¬ 
tered prices of several essential inputs of the economy and the 
scaling up of the procurement prices of various farm products, 
appears to have been brought fully under control. The whole¬ 
sale prices index (base 1970-71 =100) stood at 275 for the week 
ending March 6, representing an increase of just two per cent 
over the index for tb^ corresponding week last year (268,4). 
It was lower by i2.7 points from the peak of 287.7 scaled 
during the seven days to August 15. Two other developments 
in relation to this index deserve pertinent notice. First, the 
index has recorded a decline for the first time in several years 
during the post-budget week. Second, it has been receding 
for the fifth week in succession: earlier, since August 15, the 
index had recorded dips but for not more than 21 days in a 
row. 

Much more significantly, the rise in consumer prices too 
seems to have petered out. The consumer prices index for 
f industrial workers (base 1970=100) receded to 459 during 
January from 460 in the previous month, having been 
pushed up to a new peak (462> in November. A marginal 
rise in this index in Febrnary may not be ruled out because 
of some firmness in wholesale prices during January, but 
the worst appears to be over. The upward adjustments in 
trade margins due to inflation-indexing, which delayed some¬ 
what the reflection of wholesale prices trends in consumer 
prices, by and large, have already been made. The two indices, 
thus, need not now show contrary trends, except for very limi¬ 
ted periods. 

Various factors have contributed to this healthy develop¬ 
ment. Externally, inflationary trends have subsided, mitigating 
the rigours of imported inflation. The prices of crude oil and 
petroleum products have tended to decline owing to somewhat 
excess supply. Domestically, whereas the overall supply of 
goods has improved substantially, following fairly impressive 
growth in both the agricultural and industrial sectors, the 
demand pressures have abated as a sequel to mopping up of 
unaccounted money through bearer bonds and tightening of 
credit. Consumer resistance has been witnessed in the case of 
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some commodities. The easing of infrastructure constraints 
too has been a helpful factor. 

The 1982-83 union budget being oriented primarily towards 
promoting savings, investment and production, the outlook on 
the prices front, indeed, is brightening up. The cost-push 
incidence of the five percentage points increase in the auxiliary 
customs duty and a couple of excise proposals of the Finance 
Minister cannot be but limited. The impact of the hikes in 
railway freights and telecommunication tariffs has already b^en 
absorbed. What remains to be absorbed is the moderate in¬ 
cidence of the increases to be effected by railways in passenger 
fares, parcel charges and some freight rates with effect from 
April 1 and by the P&T Department in postal tariffs from a 
date yet to be notified. The Rs 1,365 crores deficit financing 
proposed to be resorted to next year is by no means excessive: 
it can easily be absorbed without entailing pressure on the ; 
price-line. 

Some further adjustments in the administered prices of 
public sector products, particularly coal and power, of course, 
arc likely. The procurement as well as issue prices of food- 
grains too will have to be raised somewhat. But the impact of ' 
these need not be very severe. Should monsoons behave, not: 
only a good kharif crop can be anticipated but also the power , 
situation will show further improvement, The excise incentive i 
provided for production during the 12 months to February 28, 
1983, in excess of 110 per cent of the output during the 12 
months ending February 28, 1982, though limited to 38 speci-\j 
fled items, should help in raising industrial output in general, ! 
for most of the items covered by the incentive scheme arc raw 1 
materials and basic inputs of the economy. The envisaged ! 
drawing down of foreign exchange reserves by about Rs 2,000 ti 
crores next year under a liberalised import policy will augment ;] 
the supply of goods further through imports. The anxiety of * 
the Government to boost production is evident not only from v! 
designating the current year as the year of productivity but 
also from the decision of the Reserve Bank to rescind its direc- - 
tive to commercial banks to raise the cash reserve ratio with V 
effect from May 1 to 8 per cent from 7.75 per cent. This evokg$i 
optimism about judicious relaxations in credit policy should ; 
the situation so warrant. The only imponderable that remains 
to be fully contended with is the growing security bill. Other*,; 
wise, it should be possible to hold the price-line. 
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Leyland Bids for Mariiti 

V. R. Bhati 


visit of Prime Minister Gandhi to 
rit&in has triggered off a campaign and 
hosted hopes among major British engi- 
ring companies for contracts and ex¬ 
ports to Tndia running into billions of 
Idollars. Mrs Gandhi came here to inau- 
Ijgurate with the British Premier Mrs 
ijThatchcr, the Festival of India, the most 
llpomprehensive programme of exhibitions 
I'bf Indian paintings and sculpture, ancient 
fknd modern, music and dance, village 
elite* the heritage of India in literature, 
Science etc. ever organised in this coun- 
Planning has been going on for two 
'years here and in India and the British 
^Government is a co-sponsor with all the 
igreat museums and art galleries joining 
$n. Spread over six months in London 
£4tnd provincial cities the Festivat is ex- 
kiected not only to bring to the British 


jmblic a wide panorama of Indian civili¬ 
sation and development but also to creat 
a climate of understanding now part ; ally 
|$b$cured by racist propaganda of Natio¬ 
nal Front and other Fascist groupsi 
This favourable background in Indo- 
jBritish relations, it is hoped, will help- 
t&cilitate the conclusion of several impor¬ 
tant deals involving the transfer of ad¬ 
vanced technology. Indeed with the pur¬ 
chase of the Jaguar and other deals India 
'tl$ becoming a more promising trading 
^partner for Britain than China. 


Biggest Complex 

| British Leyland, the biggest indigenous 
' automobile complex, and consortia of 
f many British engineering industries are 
|;in the field to clinch several projects and 
J jpint ventures. The most prestigeous of 
rthe contracts sought is the joint venture 
With the revived Maruti company because 
of its history and connection with Sanjay 
Gandhi. Others include the proposed 1.9 
; billion dollars coal fired power sta¬ 
tion and the advanced System X digital 
; telephone exchange costing $200 million 
i Under negotiation with other British 
companies. 

Leyland which has been negotiating 
with the Maruti Company for several 


months rccenty invited a group of 
London based Indian journalists, includ¬ 
ing this correspondent, to visit its largest, 
the Longbridge, plant in Birmingham 
which produces the small family cars, 
the Austin Metro and the Mini. Its pur¬ 
pose was to remove through the Indian 
media what Mr Andrew Barr, the head of 
Austin Division, said “the negative 
image’* of Leyland overseas, particularly 
in India. This image has been created by 
Leyland almost going broke a few years 
ago till it was rescued by the Government 
with massive financial injections which 
has made it the majority shareholder. It 
became notorious for catching the deep 
rooted “british disease”, of continual 
strikes and walkouts of labour and union 

r --\ 

Swaminathan S- Aiyar is away on 
tour in Malaysia and will resume 
writing “Dry Thouflhts“ three 
weeks hence. 

v_ —- - -. . j 

restrictive practices which led to over¬ 
manning uncompetitive products and 
outdated factories. 

The other purpose was to explain why 
Leyland in their view could be a better 
partner in a joint venture with Maruti 
than other competitors, Japanese, French 
or German. As a decision by the Govern¬ 
ment of India is expected within two 
months the briefing of correspondents 
was obviously a sales drive. What follows 
is a summary of Leyland statements. 

It is claimed that Leyland under the 
new head, Sir Michael Edwardes, has 
managed a rebirth—though a painful one 
—into becoming a vigorous organisation, 
firmly set towards profitable viability. Mr 
Barr said this had been achieved by heavy 
investment in advanced technology, 
streamlining and integration of opera¬ 
tions. The Metro had become the most 
efficient, fuel economical and priceworthy 
car of its size now produced anywhere. 
The Longbridge reorganisation had achie¬ 
ved the production of 234,000 cars in 
1981 compared with 132,000 in 1980 with 
a work force about 3,000 smaller. 


A tour of the Metro production line to 
a layman creates the impression of smooth 
and fast operation with automation and 
robotics almost entirely assembling and 
welding the body shell and a thorough 
“audit” of checking the finished products. 
Mr Barr said their paint shop was the 
most sophisticated in the world, one 
which “even the Japanese have compli¬ 
mented on the quality of our paint finish”. 
Economic Health 

Statistics given by the Company project^ 
a picture of economic health with the 
fat from managerial and union ineffi - J 
ciency or obstruction being melted away. 
Productivity has gone up, compititiveness 
improved and industrial relations are in 
good shape. Leyland therefore, Mr Barr 
said, is in a position to undertake and 
complete any project without interuption, 
The joint venture with Honda for the 
production of the medium car the ‘Honda 
Acclaim’ demonstrates, he added, the 
confidence of the Japanese in Leyland. 

Mr A.E. Lawrence, Director of Over¬ 
seas Operations, who has been involved 
in the negotiation with the Maruti Com¬ 
pany explained the advantages of a joint 
venture with Leyland. The success stories 
of Ashok Leyland and the Ennore 1 
Foundries in Tamil Nadu indicated the 
kind of cooperation that had been achie¬ 
ved between Leyland and Indian execu¬ 
tives and workers. Ashok Leyland had 
a record year in 1981 with sales of trucks 
and buses rising from £109 million in 
1980 to £151 million in 1981 and profits 
from £9 million to £14 million. Its expan¬ 
sion programme is planned to boost pro¬ 
duction to 40.000 units a year. Another 
subsidiary, Ennore Foundries, had also 
increased output by over 16 per cent and 
profit by nearly 50 per cent in 1981. 

Leyland, he said, had accepted the 
conditions laid down by the Indian 
Government: rapid development of 
Maruti, quick indigenisation of produc¬ 
tion and the transfer of technology. He 
said that the planning and layout of the 
Maruti factory under Sanjay Gandhi’s 
direction was so good that very little had 
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as its capacity was 100,000 units a year. 
If Leyland was awarded the contract with¬ 
in the next two months the first Maruti 
could roll out at the end of 1983. Deriva¬ 
tives like vans could follow. They had 
made a survey of Indian road conditions 
and the Maruti to be product would 
stand up to them. Their tests of the 
Metro on roads in Kenya had given them 
full experience. 

The indigenisation programme could 
start immediately and be completed in 
five years. The transfer of technology 
depended on what was required and most 
economical. They had no hesitation to 


be considered. A comparatively 
small output would not pay for the most 
advanced technology which is commer¬ 
cially feasible only for large production. 
He believed what the Indian Government 
wanted was a people's car as efficient in 
running and fuel economy and as cheap 
in price as possible. 

He mentioned that another associated 
advance with Maruti would be the 
growth of the components industry in 
India. British components manufacturers 
in India, Dunlop, Lucas and GKN had 
given Leyland firm assurances to expand 
their operations for supply to Maruti 
and other auto companies in India and 


./iigSwi.' ; 'Trt' ,f VwkiId mean a rapid 
expansion of the automobile industry 
in India. 

Lcyland spokesmen would not give an 
idea of the finance involved as these were 
confidential matters under negotiation. 
Whatever (he terms are with Leyland or 
any other partner it would be for the/ 
Government of India to publish them. 

While the British firms are optimistic, - t 
it is to be emphasised that Mrs Gandhi 
will not be involved in any negotiations.; 
She is not seeing any of the Company / 
representatives who will have to pursue; 
their negotiations with the representatives;/ 
of the Maruti Company and the Indian : 
Ministry of Transport. 


Changing Face of Goa 

Hardav Singh >- 





■ :')> 
■ '■$ 


Goa, one of the most beautiful places 
in India, has the highest per capita 
income in the country, excluding Delhi. 
This distinction has been earned by Goa 
because of several factors. Its geogra¬ 
phical features play an important part 
in its prosperity. Iron and manganese 
ore are being mined in Goa by efficient 
managements with technically up-to-date 
machinery. Moreover, Goa has a nice 
natural harbour at Mudgaon providing 
an easy export outlet. The companies 
engaged in mining do not depend upon 
foreign shippers. They operate their 
own barges for their coastal transport 
and their own shipping lines for their 
exports of ore. In fact, they are also 
engaged in shipbuilding activity, thereby 
running composite units of mining 
shipbuilding and shipping. 

The entire landscape of Goa is strewn 
with cashewnut and coconut trees which 
yield bountiful, high priced cash crops. 
Miles of foliage green cashewnut trees 
greet the visitor while he moves along 
the narrow clean roads which criss cross 
its countryside. 

The long coastline is a rich source of 
marine fishing providing food and 
r employment to coastal communities. 
More attractive parts of the coastline 
are the beautiful sandy beaches, which 
are neat and less crowded because of 


the low population density areas behind 
them. The clean greenish blue water of 
the Arabian Sea is without any signs of 
pollution. Goa, therefore, is fast be¬ 
coming a tourist’s paradise. The tourist 
inflow is particularly visible during the 
months of October to February, when 
Goa has an exceptionally agreeable wea¬ 
ther. Goa’s exotic sccmc spots, magni- 
ficicnt old churches, temples, lakes and 
forest resorts are fast gaining popularity. 

It is to exploit these attractive feature 
that the administration is trying to put 
Goa on the map of international tourism. 
Mr Jagmohan, Lt. Governor of Goa, 
told me that efforts were being made to 
extend Goa’s airport to enable it to take 
in direct chartered flights from Western 
capitals. This will facilitate Western 
tourists to reach the warm beaches of 
Goa during the severe cold months of 
October to February. 

There has been some increase in the 
number of hotel beds suitable for both 
national and international tourists. But 
many more possibilities exist for inns, 
rest houses, guest houses, hotels and 
motels near the beaches, some of which 
do not have any such facilities at present. 
The territory is planning to pass a com¬ 
prehensive tourism act to regulate tourist 
trade and facilitate healthy growth of 
tourism. This centrally administered 


territory has also demanded from 
Centre better air and sea travel facilities /; 
and has demanded the development ^ 
water sports on the line of winter spott$:| 
in Kashmir. The Government in th$j| 
territory is planning a speedy develop^ 
ment of infrastructure facilities such 


transport, roads and communications* 


Goa rightly deserves a tourism develop*;^ 
ment corporation, which it lacks at the^ ; 
moment. v; 


■' \ "I 

In some ways human elemcnl has als0^ 
played its role in Goa’s prosperity. Goaoi&l 
arc bright people. Some are bright aa&^ 
hard working; others are bright and iaay^Vf 
They are prepared to do any job provide^ 
it is rewarding. Music-loving Goans are/| 
also comparatively apolitical and afc^| 
bothered more about their food, dritfl^ 
and clean clothes than the political,! 
system. By habit they do not make thek(| 
streets dirty by throwing litter and junfc/| 
on the roads. Seeing sweeperwomen in/J 
clean sarees, flowers tucked in their haii%4j 
sweeping the streets early in the m >rn»hg;| 
is a pleasent sight in Pannaji, the capital^ 
of the territory of Goa, Diu, and! 
Daman. I 


There is no dearth of enterprise antoflyjj^ 
the Goans. For instance, one cau sce| 
after the last film show a row of hand *'z 
some young Goans with their well maiqkj; 
tained motor cycles standing outside the// 
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they offer the pillion seat for a 
f$e&&onab\c charge. Taxi on two wheels 
k foa rinftuAatly Goan enterprise. 

Goan Christians are a friendly people 
and have won considerable appreciation 
in the country and abroad. They have 
made their mark as singers, hotel mana¬ 
gers and public relations men. Mr Eric 
Manezes, the public relations chief 
of Chowgule & Co., at Pannaji is easily 
among the most popular persons in town. 
Goan Christians are an asset to the 
nation. Some of them speak Portuguese 
language which very few Indians know. 
The administration of the territory should 
try to encourage the continued learning 
of this language. 

Good law and order is another Goan 
asset. The police in Goa, believe it or 
not, is made up of fairly gentle people. 
They seem to have lagged behind in 
absorbing the national police culture. 
This is mainly because the Portuguese 
administration which ruled the territory 
for nearly 400 years was so strict and 
heartless that for any illegal activity 
brutal punishments were imposed thereby 
causing terror among the local residents 
who by habit became law abiding. At the 
same time, the local police had been 
trained not to interfere in the normal life 
of the people on minor pretext just to 
extract some money. 

Problems for Police 

The police is now finding some pro¬ 
blems with the new settlers who seem to 
have the largest number of law breakers. 
Naturally it is felt that the police will 
have to meet the changing situation. The 
police posts appear to be short of basic 
facilities such as housing. An improve¬ 
ment in discipline will have to be matched 
by an addition to the provision of basic 
facilities. To preserve the gentlemanly 
behaviour of the policemen the Central 
Government should look into their reason¬ 
able demands early enough. 

; The political climate in the territory is 
^ fairly sound with Mr. Partapsing Rane 
safely in the saddle. He has the image of 
a gentleman Chief Minister. His agrarian 
background makes him particularly 
popular with the rural people. But the 
; urban elite feels, rightly or wrongly, that 


’^r&u£' 

rivalries among the small number of 
legislators. The previous two Chief Minis¬ 
ters, Dayanand Bandodkar and later, his 
daughter, Mrs Shashikala Kakodkar, ran 
the administration with singular authority 
and universal popularity . People rightly 
feel that too much rivalry in the Con¬ 
gress (I) party, which is now the main 
political party in the State (with MGP 
having only a small representation in the 
legislature), is highly wasteful. All 
the political tussle is meaningless because 
Partapsing Rane, who is the nominee of 
the Central leadership, is a clean politician 
and has nothing against him Two of the 
important political leaders, Dr. Alfred 
De’Souza and Babu Naik, both belong to 
the Congress (I) party and arc members 
of the State Cabinet. 

Popular Government 

The former administration Jed by Mrs 
Shashikala Kakodkar, who, like her 
father, was leader of the Maharashtravadi 
Gomantak Party, was quite popular with 
the people but its main drawback was that 
it could not communicate favourably with 
the Central Government and w r as deprived 
of guidance and assistance. In an inter¬ 
view, Mrs Shashikala Kakodkar stated 
that the main reason for her joining the 
Congress (J) party was that a territory as 
small as Goa could not afford to have a 
regional party which was not in tune with 
the political mind of the Central leader¬ 
ship. It is true, she said, that she was able 
to convince the Central Government 
about the demands of Goa in respect of its 
development, but she was also convinced 
that a Government in a small territory 
like Goa should also benefit from the 
guidance of a large central party to be 
able to implement the national policies. 
She added: “Moreover, politically there 
was not much difference between MGP 
and Congress (I). It was therefore, easy 
for me to join the Congress (I).” 

Today. Shashikala Kakodkar, who was 
defeated in the legislative election, 
retains her popularity. People belonging 
to lower and upper middle classes parti¬ 
cularly remember her period of adminis¬ 
tration as a period of stability. There is 
considerable feeling of goodwill for her. 
She has a clear perception of the people’s 


an asset to the Cftrijtet (!) party andlj 
country. At the motoftnt, with a stable 
Government in Goa under a Chief Minister 
who has the full confidence of the Central 
leadership, Mrs Shashikala Kakodkar has 
practically little role to play in the politi¬ 
cal set up of the territory, Her political 
talent can best be utilised by bringing 
her to the Central Administration, 
especially, when the Central Government 
has not had many Ministers from Goa. 
This will not only make Goa more repre¬ 
sentative but also effectively utilie the 
services of a political stalwart. 

Christian Leader 

Dr Alfred De’Souza, is another 
political figure of importance in Goa : 
He seems to enjoy not only the confidence* 
of the Christian community, which is 
around 30 per cent of the total population 
in the territory, but also attracts the 
attention of the educated elite because of 
his intellectual sharpness and political 
acumen. He is considered to be one of 
best political public relationsmen in Goa. 
It is doubtful if a man like Dr. De’Souza 
would be happy to function as an ordi¬ 
nary Minister. His services could be well 
utilised in some senior diplomatic assign¬ 
ment rather than letting him plod in the 
political field of a small territory as Goa. 
It is a question of utilising his talent for 
the best of the country, rather than for 
the maximum benefit of Goa. 1 

A new element in the politics of the 
territory has been introduced by the new 
entrants who come as unskilled labour. 
These people, who do not easily mix with 
the indigenous population, pose problems 
in respect of their demands for housing, 
education etc. Unfortunately, to some 
extent they also are a law and order 
liability. 

I put the question of the impact of new 
entrants to various important people in 
the territory. The reply given by the 
Lt. Governor, Mr Jagmohan, a distingui¬ 
shed planner was: “If you want to develop 
the industry, you have to adjust with the 
new entrants. This is a natural phenome¬ 
non. The associated demands for housing 
and education have to be met if you want 
to expand industry. You cannot have the 
cake and cat it too. For the sake of deve- 
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associated of the newly settled 

population coming from the adjoining 
States. The administration here is trying 
to meet their demands as competently as 
possible”. 


The answer of Mr. V. D. Chowgule, 
Chairman of the Chowgule and Company 
was: “It is indeed a very important 
problem and we are trying to solve it by 
providing houses for the new workers and 
we have set up schools for their children. 
Our companies spend a considerable 
sum of money for the furtherance of 
education. We are getting every day 
more students for the schools established 
w by us. In fact my youngest son, Umaji 
^Chowgule is spending all his time for 
education and allied activities and he 
tries to make available the best facilities 
for the growth of education and research. 
But at the same time, the administration 
has to come forward with additional efforts 
to make available these facilities in the 
new settlements and also around small 
towns”. 

Educated Unemployed 

The Minister of Industry, Babu Naik 
stated: “Every popular Government tries, 
as far as possible, to meet the demands 
of these people. They are part of the 
k general problem of employment. We 
^are trying to set up industries for the 
benefit of educated unemployed and 
skilled and semi-skilled people. At the 
same time, unskilled people come for 
work. They are welcome, but we have 
to meet their demands as competently 
as possible.” 

The reply given by Mrs Shashikala 
Kakodkar was significant: “To solve the 
problem of new settlements it is necessary 
to have a growing membership base for 
the Congress (I) party, so that the mem¬ 
bership is extended to these new entrants 
also. They then will consider themselves a 
part of the territory and get involved in its 
betterment. That way they will also have 
an improved understanding of their own 
position and their role in the territory’s 
administration. Their genuine voice will be 
heard and their demands projected more 
concretely for their benefit. The commu¬ 


nication between the new settlers and the 
administration can improve through the 
political process of involvement.” 

Goa is not bereft of industrial enter¬ 
prises, though it cannot be considered to 
be an industrially developed region. To 
understand the scope of industrial growth 
in the territory I met Mr. Babu Naik, 
Minister for Industry. He seems to be 
confident that the area will be able to 
establish some large and medium sized 
industrial units to exploit local raw mate¬ 
rials and also to provide employment 
to the local population. “We are trying 
to develop infrastructure which is required 
for the industrial enterprises. Two 
irrigation projects are in hani which will 
make water available for industrial pur¬ 
poses. 


Power Position 

“Goa does not generate any power of 
its own as it does not have a hydel power 
station, we are able to purchase it from 
the State of Karnataka and Maharashtra. 
But we are planning to receive more 
power from the Korba Super Thermal 
Station and Ramagundam Super Thermal 
Power Station. We have also encouraged 
the establishment of some new units. For 
instance, TELCO is coming here 
with a unit and an antibiotics units is 
underway.” 

Chowgules have played a unique role 
in the industrial progress of the territory. 
They represent one of the most integrated 
and mechanised mining complexes in the 
country. They are credited to be the first to 
introduce modern machinery, equipment 
and techniques in mining operations. 
Mechanisation of mines at Sirigao was 
brought about in 1953 and subsequently 
the Pale Mines were fully mechanised 
in 1964. 

They have set up two biggest iron ore 
beneficiation Plants in India at Costi 
and Sirigao, Goa respectively. The above 
plants are supplying iron ore concent¬ 
rates to their pelletization plant,—Man- 
dovi Pellets Limited. They have set up 
the first iron ore pelletization plant in 
the country which when completed in 
1967, was also the first in east of Suez. 
The company is now in a position to 
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produce pellets of direct reduction qui 
for manufacture of sponge iron and 
iron. 

Shipbuilding activities of the Chowgtdti$j 
started with the construction of ore catTJ^j 
ing barges in 1951 which set the pace 
expansion of Inland Water Transportati^|| 
of Goa. Their shipbuilding activity i]j|| 
eludes construction of sophisticated tugl^ 
and all-weather sea going pa$sengej||| 
cum-cargo vessels. The developmehtf 
construction and successful operation 
8 refrigerated deep sea trawlers halj 
led to standardisation of trawlers 
proven design with a flexibility of mceti 
customers’ sped fie requi rements. 

■ 18 

Chowgules have come up with a numfc 
of units in other parts of the coutl 
too. They promoted Karnataka Explosh 
Limited for setting up facilities for 
manufacture of industrial explosives, 
are co-promoters of Narmada Ceme 
Company Ltd., a public limited 
pany, for the manufacture of 10 lal 
tonnes of Portland cement per anna 
The main process equipment has 
supplied by Fuller Company USA, 
multinational organisation with op 
tions in several countries. Chowgules 1 
also entered the field of fishing. Most i 
dern processing plants, consisting of free# 
ing units, cold storages and ice plan 
manned by expert technologists are 
operation at Ratnagiri in Maharasht 
and Varaval in Gujarat on the West < 
of India and at Bheemunipatnam in 
dhra Pradesh. 


NOTICE 

Due to increase in foreign postal 
rates the foreign subscription 
rates of EASTERN ECONOMIST 
have been revised as follows : 
ANNUAL (Surface Mail) : $ 50 
or £ 25 
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Dr Surinder P. S. Pruthl 


Waht arf these realities? To give you 
just one example: There are 142 scats 
in the UN out of which 105 belong to 
the developing world with only 14 per 
Ccrit contribution in terms of world 
economic output. Either one or the other 
must change. The first, I am afraid, is 
an unalterable fact the other must 
Change in order to ensure durable peace 
on this planet. It must be said to the 
Credit of aid giving countries that 
their effort are praiseworthy and it is 
also well known that far too frequently 
they get brickbats rather than bouquets. 
It must also be admitted that several 
desirable initiatives have been taken in 
the last few years viz. the Joint Minis¬ 
terial Committee of the Board of 
Governors of the IMF and the World 
Bank to consider the transfer of resour¬ 
ces ; the creation of the Third Window 
(in the World Bank), the world food 
fund and so forth. Before l present to 
you what needs to be done, 1 would 
like to place before you what already 
exists at the moment. The major 
Constituents of the present interna¬ 
tional Economic Order are as follows : 

1. The present resources transfer from 
the rich to the poor is purely voluntary. 
As we are all human beings, this system 
is subject to human whims and fancies. 

2. The volume and terms of assistance 
are influenced by short term considera¬ 
tions, e. g. cold war, special relations with 
former colonies and so forth. 

3. The interesting thing rs that so far 
resource transfer in the post-World 
War II period has been considered as 
the sole responsibility of the Western 
advanced countries; the centrally plan¬ 
ned economies have played a rather small 
role in this process during the last 25 
years. 

4. Although the OPEC world has 
emerged as a strong donor it has not 
yet been quite integrated in the overall 
scheme of things. This needs to be recti¬ 
fied. 


5. When the negotiation power of the 
donors and the receivers is unequal, it 
results in a haphazard pattern certainly 
always less advantagenous to a party 
with a weak negotiation power. The deve¬ 
loping world has accumulated over the 
years a debt burden of about 130 billion 
dollars, the servicing impact of which 
alone is paralysing from the standpoint 
of the developing World. The attitude of 
those who have extracted rather high 
debt servicing charges can be compared 
to that of the wife who tells her hus¬ 
band, “Of course I spend more than you 
earn because I have great confidence in 
you'". 


New Framework 

What then, are the kind of features 
that we must look t\ir in the new frame¬ 
work? Before we discuss this, I would 
say that a great deal needs to be done in 
the developing world at the domestic 
level. Two of these factors are purely 
within our control. Three of them are 
outside our control and for these we need 
international help. The first two are: 
Sound domestic policies and population 
control (the developing world is adding 
to its population about 200,000 mouths 
a day). The other three factors in which 
international help can be useful are: 
liquidation of debt, renegotitiaon of past 
contracts and leases (especially with 
multinationals who have otherwise a 
very useful role to play) and the esche- 
wal of the use of force against the Third 
World countries. 

Desirable features of the New Eco¬ 
nomic Order : 

* There is need today, to build into 
the process of resource transfer from 
the rich to the poor, an element of 
automaticity. This is vital. Man to 
man, country to country, bilateral 
aid is fraught with several inbuilt 
elements of error. 

* International taxation of the rich to 
help the poor jsabsoluteiy inevitable. 


For example, there are ways whereby 
the larger share of liquidity created 
by the IMF can be given to interna¬ 
tional agencies to divert it towards 
the development of the developing 
world. One can think of several new 
and ingeneous sources of interna¬ 
tional finance like tax on pollutants, 
tax on multinationals, tax on activi¬ 
ties arising from natural resources like 
ocean beds, outer space and what 
have you. For example, it is esti¬ 
mated on good authority that even \ 
a one dollar per barrel development * 
levy by OPEC countries can create a 
developmental pool of ten billion 
dollars plus a year. 

* The focus must shift to the poorer 
countries and from the poorer coun¬ 
tries to the poorest sections in them. 
This is very important. 

* It is not merely the transfer of in¬ 
comes which is going to help but it 
is the transfer of real resources with 
a view to increasing the productivity 
of the poor nations. 

* The pattern of future aid and transfer 
of resources must take the form of 
grants and not loans which impose a 
perennial burden in the way of debt ^ 
servicing. 

* Reliance must be placed on a multi¬ 
lateral agency—and this is the key 
to the whole process—rather than on 
bilateral aid. This is the only way to 
ensure : 

(a) Automaticity of transfer; 

(b) Aid based on need and not “spe¬ 
cial consideration"; and 

(c) Orderly system of burden sharing, 
h is well known that slow horses and 

fast women can ruin individual fortu¬ 
nes. U is also well known that slow men 
and fast machines can ruin the fortunes 
of corporations. Let it not be .so that 
slow international action and mounting 
needs of the developing world ruin the 
prospect of man on this planet. 

The fifth reality that I would like to 
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jiBIPWpBF mqqW^iftlo i>f US dollar apropos other currencies, ofprotectionist"policies by the ferar* 

( the future the force of ideology as a This led to two formal devaluations of This led to an acute balance of payment 


guide to the conduct of nations will 
| diminish in its vigour and application. 
Each country can have a different way 
of coping with urban decay, slowing the 
population growth rate, curbing infla¬ 
tion, surviving the energy crisis, but I 
do not think that it can be lablled either 
a capitalistic or a socialistic way of do¬ 
ing it. I remember. Dr Brahmananda 
saying from one of the platforms that 
we shared together rot long ago, it is 
not angles which transform society, it 
is not divinity which delivers one more 
Brahmaputra or one more Ganges to 
any nation each year, it is economic sta¬ 
tesmanship that makes a country great, 
'^conomic laws, 1 am afraid, are immut- 
* tfble and they do not stop applyirg to 
us just because we are Indians. Ore of 
the big challenges, therefore, facing us 
in. the future is to seek an adjustment 
with the world of the 1980s which is 
significantly different from the world 
of the 1970s. Let me deal with that first. 


the dollar, suspension of dollar con¬ 
vertibility, introduction of floating rates 
for major currencies, abandonment of 
fixed exchange rates systems and finally 
the abandonment of the official price ol 
go'd. 

Crumbled Edific 

All these events took place in such 
rapid succession and with such man¬ 
datory impact that within a short period 
of time the institutional framework which 
had served the non-Communisl world 
for 30 years collapsed in front of its 
eyes. In sum, what happened was that 
the three major planks of the post-war 
system had evaporated in quick succes¬ 
sion: the fixed exchange rates were gone, 
the currency convertibility became a 
story of the past and the official price 
of gold just did not exist anymore. In 
other words, the whole world witnessed 
a nasty spectacle of the gradual collapse 
of the house in which it had gotten used 


difficulties for the developing world. ;; 

5. Together with 3 and 4 above, the 
second oil crises of 1978-79 further in¬ 
creased the piling-up of external debt 
for the developing economies. 

In short, the decade of the Seventies 
ended with a ; 

(i) Collapse oftheinstitutional frame* 
work which had kept the world 
going since 1945 ; 

(ii) Generalised surge in inflation; < 

(i ; i) Deeprooted unemployment; 

(iv) Slackening of the growth of the 
Third World as a group (from 6 } 
percent in 1967-72 to 5 per cent : 
since then). > 

One of the major challenges facing the ! 
world in the Eighties is, therefore, to [ 
devise ways and mean' to effectively*; | 
cope w^ih the changed realities of aft-; 
altered international situationand indeed: -; 
a vastly different economic and financial j 
milieu. 


Adjustment Period 

The economic framework devised in 
1945 which served mankind so well 
for several years all but crumbled dur¬ 
ing the Seventies. The anxiety today is 
not that the old order has disappeared 
but that nothing viable has quite yet 
^replaced it. The Eighties are, therefore, 
going to be a period of painful adjust¬ 
ment. 

A series of events took place during 
the decade of the 70’s which gave deadly 
body blows to the framework which had 
been worked out at Bretton Woods in 
1944. The world wide double digit infla¬ 
tion of the early 70s in the wake of 
Vietnam war and expansive fiscal and 
monetary policies; speculative rush on 
commodities in the wake of crop failures 
in Russia in 1972-73; fantastic rise n 
prices of foodstuffs and manufactured 
goods and the sharp rise in oil prices 
in 1973-/4 combined to plunge the world 
in a diaboliccircle of rising prices, grow- 
| ing unemployment and lingering reces¬ 
sionary conditions. The result was ob¬ 
vious. There was widespread clamour 
for increases in wages and prices which 
eventually led to the decline in the value 
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to living for thirty long years. 

At the global level, these series of 
events had the following major conse¬ 
quences : 

1. Rapidly advancing economies like 
Japan and West Germany started staking 
their claims to supremacy and several 
new economies with spectacular growth 
record like Brazil, Mexico, Korea etc., 
gained considerable economic leverage. 

2. The developing Countries of the 
world started clamouring for the need 
for a new international economic order. 
Special resolutions passed at the UN 
General Assembly, the North-South dia¬ 
logue, UNCTAD Conferences, the ap¬ 
pointment of t he Group of 24, the Brandt 
Commission and several other measures 
manifested the all-round concern to 
narrow ihe gap between the advanced 
and the developing world. 

3. Recycling of petrodollars shifted 
to the international banks the major 
role for channeling funds which meant 
higher costs and lower maturities. 

4. There was an all round deceleration 
in the exports of developing economics 
owing to the recessionary conditions in 
the advanced societies and the adoption 

m 


The implications of the above events 
for us are many but I shall confine ray* 
self to the following few major ones;! 


Balance of Payments Difficulties •;><] 

As we move into the Eighties we attyj 
• n for a serious balance of payments J 
difficulty due to the sharp rise in oi$| 
prices and prices of manufactured good$»f* 
especially capital goods, it is more thaft;;i: 
likely that 1980-81 will end with a deficif; 
in our balance of payments of close toj 
Rs 5000 crores. Vi 

In. politics there is a balance of power^ 
in war there is a balance of terror and>! 
in economics there is a balance of trade;! 
it is important to watch our balanofri 
of payments situation carefully instead oM 
just believing that all is well with us jus|| 
because we are God’s chosen ones! 

We will face the inevitable accentual 
tion of protectionist tendencies 
ihe part of the advanced economies owi»|$ 
to the lengthening shadows of recession! j 
nary conditions which will make it thgoj 
much more difficult for our exports t$yl 
register any spectacular increase during'! 
the Eighties. Imports will be hard u*.M 
restrict beyond a point unless, ofcoursd^ J 
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itself. 

Businessmen wanting to expand ought 
* to place orders for capital goods right 
now, the earlier the better. Prices are 
likely to shoot up and so will the restric¬ 
tions ! 

Debt Burden Difficulties 

Our debt burden is likely to increase 
in consequence of our need to raise 
more funds overseas to finance our cur- 
rent deficits as well as to take of mount¬ 
ing interest payments. Our foreign ex¬ 
change position which has been comfort¬ 
able thus far will consequently undergo a 
complete change. Eighties will most 
likely witness a serious foreign exchange 
crisis and consequently clamping of im- 
. port cortrols, with myriad of deleterious, 
ramificat ; ons for the economy. 

Imaginative ways to earn foreign ex¬ 
change via exports, remittances, Tou¬ 
rism, foreign capital irflotv etc., will have 
to be thought through. 

Currency Fluctuations Difficulties 

There will be acute uncertainty in 
the exchange markets owing to fluctua¬ 
tions in the major currencies. This will 
pose problems for our exporters who 
need to develop skills for forecasting as 
to what are the likely trends to emerge 
in this regard. ECGC's new scheme to 
cover the risk in currency fluctuations is 
an imaginative one. More such bold 
measures will be needed to cope with the 
altered environment. 

Foreign Aid Difficulties 

Foreign aid prospects look dim. Des¬ 
pite Brandt commission and the Group 
of 24, there has been no worthwhile 
increase in the flow of concessional aid 
from the developed economies to the 
Third World countries. The official aid 
today stands at 0.33 per cent as against 
the stipulated target of 1 per cent which 
was subsequently reduced to 0.70 per 
cent of the GNP of the advanced coun¬ 
tries. There will, therefore, be a positive 
need to attract foreign capital from ra¬ 
pidly advancing countries like Nigeria, 
Indonesia, Malaysia, Mexico, the OPEC 
:ountries and the like. Whereas the 




a refreshing departure from its i 
ed policies apropos foreign investment 
there exists a need to put more teeth 
into it. 


fads to govern our lives and indeed our 
destiny. ^ 


India must go global in the 80s for the 
simple reason that it must acquire 
sufficient teeth and muscle to be able 
to effectively compete in the highly 
competitive international markets of 
today and tomorrow. Keeping our 
economy as an insulated cubicle is no 
answer; it only encourages high costs, 
low quality and overall economic mis¬ 
management. Wha* ever be the nature 
of our problems; be it balance of 
payments, external debts, languishing 
exports, or whatever, they all basic¬ 
ally emanate from the trauma of slug¬ 
gish growth rate of the economy. 

Poverty & Development 

The World Bank report has develop¬ 
ed the theme of poverty and human 
development. We have tried practically 
everything suggested in this report v'z: 
land reforms, better roads, employment 
guarantees, more irrigation and so forth 
and yet half of the people in absolute 
poverty live in South Asia, mainly India 
and Bangladesh. Why? There is nothing 
in economic theory text books that we 
have not made use of in our Plan docu¬ 
ments, yet we seem to be using more 
and more capital to produce the same 
unit of output, as years go by. We do 
not lack in any way in mouthing pat¬ 
riotic slogans or in expressing nationalis¬ 
tic concern, yet more production loss 
occurs in this country due to strikes and 
lockouts than anywhere else in the world. 

It is well known that there are five or 
six major generators of black money in 
the economy viz; steel, cement, sugar, 
real estate, exports and controls and 
yet there is nothing we can do about it. 
Why? This list can multiply endlessly. 

It is my firm belief that the only answer 
India has for preserving its freedom, 
polity, plurality and democracy is the 
need for economic statesmanship and 
sound and scientific economic manage¬ 
ment. If we cannot learn it the easy way, 
let international pressures teach us 
how to hold our own, in a world of grow- 
ing competition, ruthless advances in 


National Challenges 

When we started planning nearly 30 
years ago our principal objectives were: 
‘Removal of poverty; 

‘Elimination of unemployment; 
‘Reduction of disparities in income; 
‘Doubling of per capita Income in 
25 years through rapid and balanced 
development of the economy. 

Besides the above major objectives 
there have been several subsidiary ob¬ 
jectives which acquired key significance 
from time to time like food self-suffi¬ 
ciency, import substitution, foreign 
change conservation, foreign aid, m* 
phasison heavy industry, rural develop¬ 
ment, population control, export pro¬ 
motion, combating in flat ion,avoid a nee 
of balance of payment deficits, infra¬ 
structural build-up and the like. 

What is the result that we find to day 
after three decades of planning? The 
answer is that whereas in the last 30 
years we have invested colossal amounts 
of money through various Plans and have 
built up a great deal of potential for 
progress, the results emanating from our 
efforts so far have been extremely poor. 
Viewed in the context of national objec¬ 
tives we find that: / 

♦Nearly 50 per cent of Indians live> 
below the poverty line; 

‘There are 20 million and more un¬ 
employed Indians today as against 
3 million odd in 1951; 

♦Inflationary pressures have become 
rampant; 

♦Agriculture depicts a story of lan¬ 
guishing growth rate; 

‘Industry is hamstrung owing to in¬ 
frastructural bottlenecks and labour 
problems; 

♦Wage goods arc scarce and have be¬ 
come out of reach of the common 
man; 

‘Exports show a decelerating trend; 
‘Parallel economy is threatening to 
destroy the very foundr tions of our * 
institutional framework; 

‘Respect for authority, moral values 
and sensivity to the interests of others 
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all tat^noie-dive ud on mud 

ohand on. 

The obvious question that arises is : 

| Why arc we in such a jam? The answer 
is simple. We arc refusing to come to 
terms with the realities of contemporary 
India. In other words, we are managing 
our affairs badly. Sound management, 
therefore, assumes key significance in 
any plan to retrieve the situation which 
is fast deteriorating into a state of a 
drift and chaos. My recommendations 
to manage the economy have the follow¬ 
ing key components : 

1. Reduce Stranglehold of Bureaucracy 

Let me say this without any fear or 
shame that 1 believe in the supremacy 
rrfof the market forces of demand and 
supply and the role of competition as u 
reliable instrument for safeguarding rhe 
consumer sovereignty. Controls, per¬ 
mits, reservations, allocations, canalisa¬ 
tions clc. have a limited relevance while 
dealing with the problems of a scarcity- 
ridden society. In fact beyond a point 
controls are counter-productive, anti¬ 
social and corruption festering. 

2. Encourage Entrepreneurship 

Incentive and reward are essential pre¬ 
conditions for an honest effort. Arti¬ 
ficial restraint or imposition on incentive 
and reward for managerial talent or entre- 
J preneurial ability will only help stifle 
initiative and creativity. History shows 
, that wherever legislation comes in con¬ 
flict with life itself, it is inevitably the 
latter that prevails. 

3. Reduce the Role of Government 

Apart from perpetuating inefficiency 
and an endless draw on the national 
exchequer, the all-pervasive role of the 
government in terms of intervention in 
the economic life of the nation tends to 
lose its role as a referee, as it were; its 
role as an appellate authority and a 
watchdog. 

4. Reduce Population 

Fiftyseven thousand babies a day and 
nearly 6 million more people added to 
the labour force each year makes the 
task of providing gainful employment 


"and e^^ing growth cxttamfcly difficult. 
Public has to exert itself to ensure a 
zero growth rate in our population for 
at least 20 years. Otherwise our reckless 
capacity to procreate wili overwhelm us. 

Change in policy Mix 

1 put it to you that a policy mix 
which relies on the ever expanding public 
sector, blind reliance on heavy industry, 
irrational nationalization, all perVasjvc- 
controls, ruthless import-substitution, 
neglect of agriculture, lip-courtesy to 
foreign investment, punitive taxation, 
burgeoning state monopolies, lack of 
accountability, disdain of profit motive, 
the role of market forces, competition, 
comparative costs, and so forth as natio¬ 
nal allocation of resources ought to be 
abandoned. It has failed. It is bad eco¬ 
nomics and unwise philosophy of deve¬ 
lopment. 

Need for Modern Technology 

If trade was the vehicle for growth in 
the 19th century it is technology for the 
20th. Any nation which shuns modern 
technology will remain poor in wealth 
as well as in outlook. Technical possi¬ 
bilities exist which can double our per 
capita income in about 10/12 years ins¬ 
tead of 45 years. 

7. Sound Management whieh is key 
to development and a which implies opti¬ 
misation: will remain irrelevant to our 
society 

♦In which entry into a profession is 
not by merit but through patronage 
or chromosomes. 

♦Where absence of competition makes 
cost and quality totally subsidiary 
considerations. 

♦Where price support, subsidies and 
aversion to let weak units wither 
away provides an all-pervasive alibi 
for inefficiency and mismanagement. 

Economic Laws are Immutable 
Let me give you a few examples; 

♦Can you induce savings and honesty 
by taxing people upto the eyebrow? 

♦Will new investments take place if 
project costs become preposterous? 


*WiIl foreign aid flow in wfcim ; jjw#; 
budget for zero aid < 1974 Plan) docu- 1 
ment? 

♦Will foreign investment come in 
when domestic investment faces bos- . 
i»lity? 

♦Can you avoid brain-drain by plac¬ 
ing arbitrary ceiling on. remunera¬ 
tion? 

^ Will civil servants perform diligently 
on constantly shrinking pay packets? 
♦Can we break the link between re¬ 
ward and efforts and still get the : 
effort? 

♦Will production increase if labour 
lawlessness is politically motivated? 
♦Can you accuse a nation of hard ; 
work when the so called organised 
sector is on a holiday for 178 days 
in a year'. 

♦Can you contain costs when gating 
off the ground takes eternity? ! 

♦Can every loss be covered by a sub¬ 
sidy? 

♦Can basic economic laws be suspen- i 
ded simply because we are Indians? ! 

There is a great deal to be said in | 
favour of parliamentary form of demo- 
cracy. At the same time having experi- i 
mented this form for 30 years offers ut j 
sufficient evidence to conclude that un- ; 
less we seek appropriate modifications , 
in the present system of governance it 5 
will be nearly impossible to come to ; 
grips with the economic problems of 
contemporary times. 

(This is the edited extract of the Lala Lujpatrai, ; 
Memorial Lecture) ! 
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Economic Analysis 

Crisis in International 

Dr I.G. Patel Economic Cooperation—I 


Has international economic co¬ 
operation really been such a sturdy 
plant that we should consider any 
wilting of it as of critical importance? 
What exactly are the dangers that wc 
foresee and can they not be just an 
example of the usual ups and downs 
in international alTairs rather than a 
pointer to a sustained downhill pro¬ 
cess ? What are the factors that are 
responsible for the prevailing sense 
of gloom in regard to economic co¬ 
operation among nations ? And, what 
is it that we can do to dissipate the 
danger and at least keep the damage 
within reasonable proportions until 
circumstances alter to permit a more 
dynamic vision of hope for the future ? 
These are, I submit, important ques¬ 
tions and it is of the utmost impor¬ 
tance to all of us, particularly in 
the developing world, that we deal 
with them in a correct perspective. 

The whole concept of interna¬ 
tional economic cooperation is of 
such recent origin and so novel that 
it has perhaps not registered itself 
strongly on the consciousness of 
ordinary people anywhere. And yet, 
the achievements in this lield are so 
impressive by any realistic standards 
that it would be foolish to overlook 
them and positively harmful not to 
seek to preserve them and indeed to 
build further upon them. 1 think it 
is fair to say that, before the Second 
World War, if one country looked at 
another in economic terms, it was 
either as a competitor to outwit or 
as a colony to exploit. But the recogni¬ 
tion that the monetary chaos of the 
inter-war years and the high rates of 
unemployment in the thirties had 


much to do with the eventual holocaust 
led to the search for better domestic 
and international policies more con¬ 
ducive to high rates of growth and 
employment everywhere. Adversity 
is perhaps the greatest tonic for idea¬ 
lism, and it was in such an atmo¬ 
sphere of concern and a determination 
no longer just to drift that what we 
now call welfare economics domesti¬ 
cally and institutionalisation of in¬ 
ternational economic cooperation 
were bom towards the end of the 
war. 

Admittedly, the concept of econo¬ 
mic cooperation among nations in 
the mid-forties was somewhat narrow 
and even egocentric, in the sense of 
being centred mainly on western Europe 
and North America. It was the Inter¬ 
national Monetary Fund and the 
proposed but still-born International 
Trade Organisation that held the 
centre of the stage; and it is now 
perhaps forgotten that the IBRD, or 
the World Bank as it came to be 
known, was only an afterthought— 
an American afterthought —to induce 
the Soviet Union to join the Fund 
under the blandishment of assistance 
for reconstruction from the Bank. But 
once unleashed, idealism, at least for 
a while, develops its own momentum 
and transcends the original bounds. 
Since the reconstruction of Europe 
could not wait till the IBRD found 
its feet so to speak, the Marshall Plan 
was launched and completed with re¬ 
markable success. If Europe was to 
be helped so generously, the voice of 
conscience — and the fear of being 
branded ethnocentric—was seen to 
manifest itself in toncern for the 


poorer countries of Asia, Africa and 
Latin America. The initiative first came 
in respect of Asia through the Colom¬ 
bo Plan and by the beginning of the 
fifties, the focus of World Bank acti¬ 
vity shifted to development rather than 
reconstruction; and let it be said with 
appreciation that the Bank has never 
looked back since then and has steadily 
expanded its activities, shifting gears 
and taking new initiatives as the situa¬ 
tion warranted and generally sharpen¬ 
ing our awareness not only of what 
economic development is all about 
but also of the need for the richer 
countries to respond generously and 
imaginatively to the evolving needs of 
the developing world. 

Emerged as we have only recently 
from the megnificcnt stewardship of 
Mr. McNamara, we are apt to forget 
the very remarkable steps that were 
taken earlier, particularly in the late 
fifties, to transform radically the World 
Bank as it was originally conceived. 
Originally, the Bank was expected to 
be only a kind of cooperative credit 
society which borrowed from private 
capital markets to re-lend to its 
members and achieve in the process 
somewhat greater collective economy 
and equity in intermediation than 
could be possible for individual mem¬ 
bers acting on their own. It soon 
became clear—particularly when the 
needs of countries like India and Pa¬ 
kistan, which were to be the first 
among newly independent nations, 
were correctly analysed —that merely 
a cooperative credit society will not 
adequately serve the developmental 
needs of the neediest countries. The 
ability of these countries to service 
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debt on commercial or near-oommoictal 
terms being limited in the nature of 
things, they would receive only a 
small part of the loans the World 
Bank could give. It was out of recogni¬ 
tion of this basic fact that the concept 
of transfer of resources on concessional 
or soft terms was bom—concept which 
found practical expression first on a 
sizeable scale in the US legislation 
establishing the Development Loan 
Fund and later — again largely at the 
initiative of the US and the World 
Bank— in the establishment of the 
India and Pakistan Consortia as early 
as in 1958 and soon after in the crea¬ 
tion of the affiliate to the World Bank, 
the international Development Asso¬ 
ciation. 

It is now common knowledge 
that over the years, the IDA has 
overshadowed the parent organisation 
at least as far as the low income 
countries are concerned. And in the 
light of recent events to which I 
will come later, it is perhaps perti¬ 
nent to recall that all this happened in 
the later years of a Republican admi¬ 
nistration in the US, the Eisenhower 
administration, when a conservative 
Republican like Douglas Dillon was 
in charge of the US aid policy as 
Under Secretary of State in charge of 
Economic Affairs in the State Depart¬ 
ment. (He was Secretary of the US 
Treasury in the succeeding Democratic 
administration.) The World Bank itself 
was run then by Eugene Black who 
also was a conservative Republican. 
All these men, let me say, while con¬ 
servative by tradition were by tempera¬ 
ment liberal enough to listen to un¬ 
conventional views and when convinced 
were ready to do battle in their own 
camps and were not afraid to cast off 
their inherited preconceptions. True, 
young Democratic Senators like Sena¬ 
tor John F. Kennedy helped; but so 
did old Republican Senators like Sher¬ 
man Cooper. And the Americans and 
the World Bank officials carried the 
battle into the Governments and 
Parliaments of other countries more 
recalcitrant — which then included 
almost every country in Western Europe 


and Japan. Tun Ismail who, like 
myself, was posted in Washington at 
the time would recall the thrill and 
excitement we then felt at what looked 
like the opening of an altogether new 
chapter in international cooperation. 

And the record of the World 
Bank and the IDA — and to some 
extent of the parallel Consortia and 
Consultative Groups — in the sixties 
and seventies has been remarkable by 
any standards. In simple dollar and 
cent terms, total World Bank lending 
increased from $3.4 billion in the 
fifties to $7.0 billion in the sixties and 
$22.7 billion in the seventies. The 
growth in authorisations was even 
faster. The IDA loans increased from 
a total of 12 million dollars during 
the first three years of its operation, 
i.e*, 1960-1962, to 3.7 billion dollars 
during 1978-1980. Official Develop¬ 
ment Assistance from the OECD coun¬ 
tries increased to 0.53 per cent of their 
GNP in 1961 whereafter this percen¬ 
tage being unfortunately to decline. 

In terms of quality of aida—part 
from softening of terms — there was 
considerable advance in dropping old 
prejudices and accepting new ideas 
as circumstances warranted. Thus, 
programme or non-project lending, 
lending to public enterprises and not 
just to the private sector, lending for 
development of national mineral oil 
resources through national institutions, 
lending for social projects in the field 
of education, health, family planning 
and the like which were once frowned 
upon became even fashionable. 

The process of education, let me 
emphasise, was a two-way process. If 
the Bank influenced the member coun¬ 
tries in some ways, so did the member 
countries the thinking of the Bank. 1 
remember when we in India used to 
assert that growth in itself was not 
enough and that it had to be combi¬ 
ned with a more equitable distribu¬ 
tion of its fruits, we were often critici¬ 
sed as being ideologues. Later, it be¬ 
came the ideology of the World Bank 
that we cannot just rely on the fruits 
of growth to percolate down automa¬ 


tically to the poorest strata of society; 
both in the interest of equity and sus- 
taining the process of growth, we had 
to identify particularly weaker and vul¬ 
nerable sections of society and had to 
tailor special development programmes 
to meet the needs of these target 
groups. I recall the difficulties we had 
in the early sixties, for example, in per¬ 
suading the World Bank that rural 
electrification, even though not-so-eco- 
nomic in the short-run, was important 
and deserved World Bank assistance 
Later, in the early seventies, the Bank 
had begun to criticise us for not devot¬ 
ing enough attention to rural electrifi¬ 
cation. On our part, wc learnt a great 
deal about an integrated strategy for 
agricultural development from the pro¬ 
ject reports prepared by the Bank staff 
for a number of countries. 

I consider it the greatest achiev¬ 
ement of the McNamara era that he 
put development economics on a truly 
scientific basis, eschewing all ideologi¬ 
cal preoccupations, relying instead on 
patient, painstaking but most objec¬ 
tive or scientific analysis of actual ex¬ 
perience both past and present. The 
enormous expansion in the Bank’s re¬ 
search and evaluation activity and the 
resulting stream of very valuable pub¬ 
lications which we all read and ponder 
over has had an extraordinary effect 
in terms of evolving consensus on 
developmental issues — on what poli¬ 
cies and programmes make for faster ^ 
and more equitable growth. If today 
most of us in developing countries are 
closer together in our economic think¬ 
ing, the credit for this growing consen¬ 
sus or osmosis belongs in large part to 
the thrust McNamara gave to objective 
research on developmental issues with 
a readiness to change course as and 
when the results of the research would 
so dictate. And what a tremendous 
gain this reduction in ideological pas¬ 
sions in favour of pragmatic wisdom 
has been in an age which is still afflic¬ 
ted by cold and not-so-cold wars de¬ 
void, as increasingly they are, of any 
idealistic content? This is one part of 
Mr McNamara’s legacy which I am 
sure President Clausen should seek 
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it most assiduously to preserve and en- 
% large. 

In the field of international trade, 

■ ♦ although the institutional arrangements 
X have fallen far short of original expec- 

♦ tations, the results in terms of preser- 

♦ ving and propagating a liberal appro- 

♦ ach of freer access to markets are cer- 
X lainly not inconsiderable. The last 

♦ twentyfive years have seen an unprece- 
X dented expansion in world trade des- 

♦ pitc constant threat and even presence 

♦ of protectionist tendencies; and a good 
X part of the credit for this should cer- 
X tainly go to organisations like the 

♦ GATT and, even more important, to 
X the International Monetary Fund. 

I In the larger sphere of interna- 
t tional monetary cooperation, embrac- 

♦ ing cooperation in regard to exchange 
£ rate or interest rate changes, freedom 
f from exchange control and adequacy 
X of international reserves and short or 
f medium term credit facilities, the rc- 
t cord of success is perhaps not so im- 

I f pressivc; and it is no reflection on the 
: t men in charge of the International 
t Monetary Fund that from time to time 
; X it has passed through prolonged peri- 
i ods of passivity or inaction or worse. 

! 1 But even so, the IMF has not been 
i t lacking in bold initiatives from time to 
' j time, particularly in the seventies. 

: X There are cynics who say that 
X international monetary cooperation 
: J can flourish only when the currency of 
; X the strongest economic partner, i. e., 

. X the U S dollar, is under pressure for 
S X some fairly prolonged period and that 
; J in periods of strength, the U S has 
: X everything to gain bv maintaining the 
: X status quo. But be that as it may, the 
: X Fund too has several things to its cre- 
f X dit, particularly the decision to create 
I X the SDR and to develop it into the 

5 X principal international reserve asset, 

| * the establishment of the oil facility 
: J and the creation of a subsidy fund for 

X poor oil-importing countries hardest 
t X hit after the first oil crisis, the decision 
! X to sell a part of its gold in part to 
1 X provide funds on concessional terms 
to low* income countries and the re- 
'X cent decision to raise funds quite 

6 +++++4 ♦+++++++++++++++*. 


apart from quota contributions to 
enable lending on a much larger scale 
than before and for relatively longer 
periods in keeping with the structural 
nature of the disequilibrium for many 
oil-importing countries. These last 
mentioned countries require demand 
management as well as expansionist 
supply-oriented policies pursued over 
a number of years to overcome their 
current difficulties without interrupt¬ 
ing the long-term development process. 
Balance of payments credits have also, 
therefore, to adjust to the requirements 
of the new situation, and in theory at 
least, this is recognised and endorsed 
by creating the Extended Fund Facility 
and extending the duration of assis¬ 
tance to as long as ten years. 

There is yet another area where 
there is a tendency to overlook the 
substantial achievements of interna¬ 
tional economic cooperation, viz., in 
regard to technical assistance. To some 
extent, this neglect stems from real or 
exaggerated misgivings about the way 
in which many U N agencies in this 
field operate. But even allowing for 
some deficiencies on their part, surely 
it is no small achievement to record, 
for example, that small-pox has been 
entirely eliminated, that the incidence 
of malaria has been substantially redu¬ 
ced and that project formulation in 
many fields has become more scientific 
and systematic. Perhaps the most re¬ 
markable success has been that of the 
Consultative Group on International 
Agricultural Research, first sponsored 
by a private voluntary agency, viz., the 
Rockfellcr Foundation, but later sup¬ 
ported by other voluntary agencies as 
well as by the World Bank and the 
UNDP. And what a rich harvest in 
terms of new varieties of seeds, new 
agronomic practices, better ways of 
preserving and using moisture and esta¬ 
blishing institutions for carrying on 
this work both nationally and inter¬ 
nationally, has already been garnered 
transforming the agricultural scene to¬ 
tally in many developing countries in¬ 
cluding mine! The so-called ‘Green Re¬ 
volution’ is truly the product of inter¬ 
national cooperation # in which deve¬ 


loping countries have also played ttelr 
part; and while there are some who 
cavil at the distribution of the resulting 
benefits, none but the churlish would 
wish that the Green Revolution had 
not happened at all. 

As a matter of fact, in regard to 
technical cooperation, many develop¬ 
ing countries including mine have play¬ 
ed a significant role at considerable 
cost to themselves. The large number 
of foreign students who attend our 
universities and the steady stream 
of foreign scientists and technicians 
who visit our scientific establishments 
are only one evidence of this. Your own 
Rubber Research nstitute is not just a 
national but an international asset. I 
for one do not subscribe to the theory 
of the brain drain but consider the 
very sizeable migration of people, both 
skilled and unskilled, across national 
borders as yet another worthwhile ave¬ 
nue of international cooperation which 
in the ultimate analysis works for the 
betterment not only of the individuals 
concerned but also of the nations from 
which they come as well as of the coun¬ 
tries to which they go. And it is a wel¬ 
come fact that such international mig¬ 
ration as has taken place in recent 
years has been governed less by racial 
and similiar considerations and more 
by economic or humanitarian conside¬ 
rations than at any time before, at 
least since the dawn of the industrial 
civilization. 

The many examples of limited but 
successful cooperation on a iegional 
basis are yet another facet of the 
cooperation that has taken place in re¬ 
cent years. Progress here has perhaps 
been less than envisaged and often 
halting — we in South Asia are par¬ 
ticularly tardy in this respect. But the 
example of ASEAN and the more am¬ 
bitious project of the European Eco¬ 
nomic Community are outstanding ex¬ 
amples of limited cooperation which 
helps those involved without necessa¬ 
rily hurting those who are outside. I 
emphasise this because many of you 
will recall that when the European 
Economic Community was first tho- 
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^SfS^S^SRSBdTt 1 tried to tie- 
velop special links with erstwhile colo¬ 
nies in Africa, there were widespread 
apprehensions that European unity will 
be inward looking, that it will be the 
beginning of each influential group try¬ 
ing once again to carve out a special 
sphere of influence of its own for secu¬ 
ring preferential treatment against more 
efficient competitors from outside and 
thus putting countries with a weaker 
bargaining power in double jeopardy, 
ft has to be said in fairness to those 
who have managed the regional co¬ 
operative enterprises both in Europe 
and elsewhere that such fears have 
proved to be largely ill-founded. 

I have dwelt at such length on 
the record of international economic 
cooperation in the recent past not 
because I believe this record is without 
any blemishes, much less because I 
believe that all that is possible and 
desirable has been done. I have done 
so, first, because I believe that largely 
as a result of national effort but pertly 
as a result of cooperation among 
nations, the last twentyfive or thirty 
years have been seen unprecedented 
economic progress everywhere. Deve¬ 
loping countries excluding China, for 
example, experienced an average annual 
growth in real terms in GPD of 5.9% 
in the sixties and 5.1 % in the seventies. 
In the case of your own country, 
Malaysia, the record has been even 
more impressive with a real rate of 
GDP growth per annum of 6.5% in 
the sixties and nearly 8% in the seven¬ 
ties. Even the low-income oil-import¬ 
ing countries which had the slowest 
rates of growth grew at an average 
annual rate in real terms of 4.2% in 
the sixties and 3.0 % m the seventies. 
It is not often remembered that even 
the miraculous growth of Japan during 
the early formative years was not much 
different from this lowest recent record 
of more than 3.0% per annum over a 
couple of decades. True, the rapid 
increase in population has reduced the 
value of this growth. But even this 
monster is coming under increasing 
control everywhere. 


I fior one do not also believe that 
this record of giowth is vitiated to any 
significant degree by growing inequali¬ 
ties in incomes. While those glib of 
tongue may repeat the cliche of the rich 
getting richer and the poor getting 
poorer, and while the first part of this 
statement is almost universally true, I 
doubt it there are many countries where 
the second part of the charge is even 
remotely valid. The poor may seem 
poorer to eyes which are getting accus¬ 
tomed to plenty, and this is perhaps as 
it should be. But impatience with what 
could and should be should not lead 
to the denigration of the good that has 
already taken place. Even Europe and 
North America never achieved in the 
heyday of capitalism and imperialism 
before the first World War the kind of 
rates of growth they have witnessed in 
the past twenty or thirty years The 
socialist worl despite signs of stress, 
has also maintained its share in total 
world GDP around 15 or 16% of the 
total, so that they too on an average 
have not lagged behind in the race for 
economic progress. The credit for this 
record of performance every where must 
go primarily to national effort. But 
international co operation has certainly 
been an essential and important ingre¬ 
dient. 


Unfortunately, my second per* 
ceptionis that these gains, both in 
economic well-being and in inter¬ 
national economic cooperation have 
recently been seriously threatened 
because the will to cooperate has been 
progressively flagging precisely at the 
time when the need and scope for it 
have increased. We are all, rich and 
poor alike, now facing economic drift* 
cutties and a political environment 
which are proving impervious to easy 
solution; and instead of extending a 
helping hand to each other, wc seem to 
be in danger of dismantling much of 
the machinery of international econo¬ 
mic co-opcration which has been so 
patiently and carefully put in place. ! 
may be exaggerating the dangers and 
even reading the signals wrong But 
perhaps when so much is at stake, it is 
best not to take anything for granted. 
In any event, international economic 
cooperation has always to strive 
against strong nationalistic currents; 
and if we are lowing the boat upstream 
and wish to make some progress, we 
cannot afford ever to rest on our oars. 

—To be concluded 


(This is the edited text of the Second 1 un 
Ismail All Lecture delivered at Kujla Lumpur 
under the auspices of the Association of 
Banks in Malaysia ) 


EASTERN ECONOMIST 


Subscription R«t>» 


Single Copy : 

Annual : Inland 
Foreign 


Re. SI¬ 
RS. 150 1- 
S 50 £ 25 


i 

V. 


Regd. Office: 
UCO Bank Building 
P. Box No 34, 
Parliament Street, 
New Delhi-110001 


'! 

jjv' 


if 




MARCH 26,1982 f 


EASTERN ECONOMIST 


799 




n m 


"'6^'4S9SJSBSp 

(A Wfi^ ^ 


ss 


ifBEHW 


usriNw 

ASSUfc- ‘ 
MC& 



In the Nation 


Trade Deficit: Ominous Portents 


THb provisional data of externa] trade 
for the first nine months of the current 
financial year reveal that while the growth 
in the import bill has tended to go up 
after September, the increase in export 
earnings has tended to slow down. Ex¬ 
port between April and December arc 
stated to have risen to Rs 5,317.04 
crores from Rs 4,613.47 crores during 
tha corresponding period last year—an 
^(crease of 15 per cent. The eight months 
to November had witnessed 15 4 per cent 
growth. Imports, on the other hand, 
which had grown by 11.4 per cent by 
November, were higher by 12 per cent in 
comparison with the April-Deccmber 

1980 level, the increase in value terms 
being from Rs 8,420.23 crores to 

Rs 9,426.14 crores. Consequently, trade 
deficit between April and December, 1981, 
went up to Rs 4,109.11 crores from 
Rs 3,806.7 crores during April-December, 
1981. At the end of November, it was 
approximately Rs 3,523 crores, as 

against Rs 3,306 crores. The deficit 

during the seven months to October had 
ilnarrowed down to Rs 2,923 crores from 
- Rs 3,144 crores during April-October, 
1980. The curtailment of the deficit had 
been even more pronounced by the end 
of August and September due to actual 
decline in imports. 

Currant Reckoning 

The expectation contained in the eco¬ 
nomic survey, presented to Parliament 
last month, that trade deficit this year 
maybe slightly lower than Rs 5,775.17 
crores, in 1980-81 may be belied. On 
current reckoning, exports during the 
whole of 1981-82 are not expected to ex¬ 
ceed Rs 7,700 crores, as against the 
original target of Rs 8,400 crores and 
the revised target of Rs 8,000 crores. The 
rupee realisations from exports after 
December, it is feared, may be lower due 
to the recent trends in the rupee-pound¬ 
sterling exchange rates. Imports, on the 
other hand, may ultimately show a faster 


growth than even 12 per cent recorded 
by December-end. 

While exports ol such items as engi¬ 
neering good<- agricultural products, 
gems and jewellery, garments, chemi¬ 
cals, pharmaceuticals and cosmetics, 
and silk and woollen products have 
shown encouraging trends, those of jute, 
tea, coffee, leather, cotton textiles and 
spices have left much to be desired. The 
unit-value realisation from exports ot tea, 
coffee and jute has been significantly 
lower than last year. 

Promoting Family 
Planning 

Thl months of February and March 
were observed by most States as 
campaign months for giving a boost to 
the family planning programme* It is 
expected that the overall performance 
in the current year will be around 30 per 
cent more than the last year. 

The States/Union Territories of Andhra 
Pradesh, Gujarat, Himachal Pradesh, 
Karnataka, Kerala, Maharashtra, Rajas¬ 
than, Sikkim, Delhi and Pondicherry 
have exceeded their proportionate targets 
for the period April, 1981 to January, 
1982. The States of Punjab, Orissa and 
Madhya Pradesh will also achieve the 
sterilisation targets laid down for them 
for the current year. The States of 
Uttar Pradesh and Bihar continue to 
lag behind although even in these States 
the number of sterilisations this year 
have shown a step up of 67 per cent and 
28 per cent respectively. 

In respect of IUD insertions, the States/ 
UTs^of Haryana, Himachal Pradesh, 
Punjab, Uttar Pradesh, Andaman and 
Nicobar Islands, Chandigarh, Delhi and 
Pondicherry have exceeded their pro¬ 
portionate targets for the period April, 


1981 to January, 1982. The States/UTs 
of Gujarat, Karnataka, Manipur and 
Arunachal Pradesh are expected to 
achieve their targets. The overall 
achievement of proportionate targets in 
the case of sterilisation is 80.2 per cent 
and in the case of IUD insertions 83.3 
per cent upto the end of January, 1982, 

Widespread Awareness 

Family Planning is essentially a 
people’s movement for their own health 
and happiness In view of its importance 
in the development of the country, this , 
programme has been included in the r 
20-Pomt Programme recently announced 
by the Prime Minister. In order to 
create widespread awareness among the ? 
people and provide them information 
about the benefits of the small family 
and the methods available suited to 
each couple, multi-media activities and 
mter-personal efforts arc being stepped 
up. Greater emphasis is being placed , 
on the involvement of voluntary organic * 
sations in the programme. Coverage of ] 
the Village Health Guide Scheme is being 
lapidly expanded in order to increase * 
participation by the people in the health i} 1 
care delivery system. 

* jt 

For further acceleration and intensifies* 
tion of the family planning programme; , 
some important decisions have been \ 
taken. Village Health Guides who will j 
be predominantly women, are being 
made responsible for spreading know* ? 
ledge and information to eligible couplet * 
about the programme and to provide at ^ 
the door steps of the people supplies ^ 
for non-clinicd! family planning methods. \ 
The rates of compensation allowed for, 
sterilisation operations have been revised * 
upwards. In the case of Tubcctomy 
the existing rate has been raised from 
Rs 120 to Rs 170 and for Vasectomy 
from Rs 100 to Rs 150. The question , 
of introducing certain individual and 
group incentives for furtherance of the 
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jpon of the Government. 

£; It has also been decided to appoint 
^auxiliary nurse mid-wives by setting 
|ip rural family welfare sub-centres at 
|$he rate of one per 5,000 population for 
^providing family planning services in the 
miral areas. This scheme which will 
|lhcfcase rural sub-centres from 50,000 to 
,90,000 during the Sixth Plan has been 
f&tade cent per cent Centrally funded 
Scheme. 

5; According to this strategy adoption 
;Of the “small family norm" will continue 
/to be promoted entirely on a voluntary 
vbasis. Services and supplies will be 
^provided as close to the door-steps of 
j$be acceptors as possible. Facilities and 
efforts for rapid increase in female 
literacy will be intensified and expanded. 
^Population education will be extended 
lo youth in schools and colleges as well 
'Ifti those out-of-school. Effective obser¬ 
vance of the law relating to minimum 
f age for marriage for girls and boys will 
*1be pursued. Close monitoring and follow 
lip will be ensured at all levels. Steps 
be taken to tone up the administra¬ 
te machinery and improve motivation 
$kad accountability of staff at the field 
i Q consultation with the State 
Government. 


Industrial Eden 


'3The annual report of the Association 
Indian Engineering Industry (AIEI), 
Eastern Region, for 1981, which was 
released on March 12, gives a detailed 
{Recount of its activities for promoting 
industrial development in this part of the 
country. The Chairman, Mr Sarosh 
J. Ghandy, who is also the Chairman of 
Engineering and Locomotive Co Ltd, 
$h his introduction to the report, has 
Commented on various aspects relating 
$o the industrial climate in this region. 
He recalls that “the East was once the 
Industrial Eden” and points out that 
^what really irks us is that word once ”, 
He adds : “With all the pride that I have 
fe>r the past, I must emphasize with the 
$ame intensity that, as far as industrial 
Climate in the East at present is concer¬ 
ned, one does see only dark clouds.” 


duly pessimistic. Nevertheless, the fact 
remains that the Governments of West 
Bengal, Orissa and Bihar have not tackled 
the problems of industrial development 
with sufficient vigour and vision. Accord¬ 
ing to Mr Ghandy, the share of West 
Bengal, Bihar, and Orissa in the all-India 
value added and employment declined 
between 1965*66 and 1977-78 while it rose 
substantially for other States. 

Jt is unnecessary to quote detailed 
statistics to prove the decline of the 


R. J. Venkatoswaran writes 
from Calcutta 


eastern region in respect of industrial 
development. What is, however, more 
relevant to note is the commendable 
efforts being made by the A1EI to revive 
the economy of this region. The West 
Bengal Committee, the Orissa Committee, 
the Durgapur and Asansol Zonal Com¬ 
mittees and other committees set up by the 
A1EI have been concentrating attention 
on the specific difficulties faced by the 
existing industries in regard to the avail¬ 
ability of power, transport, raw materials 
and taxation as well as the problems con¬ 
fronting entrepreneurs in setting up new 
industries. But the AlEi’s work will 
produce the desired impact only if the 
State Governments concerned promptly 
deal with industry’s grievances and, where 
necessary, take them up appropriately 
with the authorities in New Delhi. 

The annual meeting of the AIE1, held 
in Calcutta on March 12, focussed atten¬ 
tion on the disincentives, which continued 
to persist in an acute form, to the vigo¬ 
rous promotion of industry. MrS.D. 
Singh, the Deputy Chairman of the AIEI, 
in his speech, revealed that industry had 
been obliged to invest heavily in captive 
power generation and that as much as 
390 MW of power had been supplemented 
by industry in Calcutta alone. “All this 
is making industry in this region unpro¬ 
ductive,” he said, and remarked that “the 
future is equally grim since the projected 
power shortfall in West Bengal is 1000 
MW in 1990.” Mr Singh also referred 
to the strained industrial relations and 
other impediments to growth. 

He observed : “Investment has dedin- 


stagnation, sickness and obsolescence is 
the cumulative result of all these.” Mr 
Singh made several suggestions to improve 
the infrastructure and it is hoped that 
both the Central Government and the 
State Governments will take more ener¬ 
getic steps to improve the availability of 
power, communications, roads, and rail¬ 
ways. Mr Singh praised the outstanding 
achievements of TISCO and explained 
how, even with the existing constraints, 
it is possible to produce good results by 
adopting an imaginative approach to 
problems. He referred to TISCO’s high 
rate of capacity utilisation, its unique re¬ 
cord of industrial harmony, and its sense 
of social responsibility and remarked that 
“these are examples for all of us to emu-/ 
late.” 

Mr R.H. Mody, Vice-Chairman and 
Managing Director of TISCO, in his 
inaugural address, stressed the imperative 
need to generate more resources by giving 
greater attention to production and pro¬ 
ductivity. He regretted that the public 
sector undertakings continued to incur 
heavy losses mainly because of the defec¬ 
tive system of management. He sugges¬ 
ted that, in view of the huge investment 
made in the public sector, it was essential 
to create such conditions as would enable 
the management to take quick and cor¬ 
rect decisions and implement them effec¬ 
tively. Mr Mody commended the example % 
of Japan where industry and Government 
worked together closely and sincerely in 
order to accelerate the country’s econo¬ 
mic development. 

Swaminathan vs 
Sivaraman 

■■■■■■■MMWMaiMMiMHMMMaiHaMMMNMMaM 

Addressing a seminar in Calcutta on 
March 18, on “prosperity through higher 
productivity of rice”, Mr M.S. Swami¬ 
nathan, Member, Planning Commission, 
said that West Bengal had done reason¬ 
ably well in increasing foodgrain pro¬ 
duction in the past few yean. But, in 
his convocation address to the Bidhan > 
Chandra Krishi Visvavidyalaya in 
Haringhata on March 12, Mr B, Siva¬ 
raman, former Vice-Chairman, National 
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oki • Agncarcare, cipOssvQ 
hi* disappointment with West Bengal’s 
performance in agriculture. According 
to the report in the Economic Times of 
March 13, Mr Sivaraman remarked that 
“the State of agriculture in West Bengal 
represents a case of lost opportunities 
and it is necessary to know why”. 
Mr Sivaraman revealed that wheat pro¬ 
duction in West Bengal which was only 
34,000 tonnes in 1965-66 rose to 1.18 
million tonnes in 1975-76 but declined to 
0.47 million tonnes in 1980-81. 

Rice Production 


t 


It may be argued that there is nothing 
contradictory between the views of 
r Swaminathan and Mr Sivaraman about 
e achievement of agriculture in West 
Bengal since the former was referring to 
the role of rice and the latter to wheat. 
But even in regard to rice, the record of 
West Bengal has not been really com¬ 
mendable since its production in 1980-81 
at 7,465,600 tonnes was lower than what 
it was in 1977-78 when it amounted to 
7,494,600 tonnes. Rice production in 
1978-79 and 1979-80 was 6,676,900 tonnes 
and 5,886,600 tonnes, respectively. 

What is however more important is to 
take effective measures to improve the 
output of both rice and wheat in the 
coming months. Mr Sivaraman stressed 
^the need for “a multi-disciplinary” and 
a “mixed farm” approach which was 
lacking in West Bengal. Mr Swaminathan 
said that agriculture should be consider¬ 
ed as “a highly specialised subject” and 
that, while working for higher output, 
the cost of production and the return on 
investment should be carefully examined. 
He suggested that agro-based industries 
should be set up to use the by-products 
of foodgrains. He gave the example of 
an edible grade oil which could be 
extracted from rice bran. It is also 
possible to produce silicon from rice 
husk. Mr Swaminathan remarked that 
technology for agriculture should help 
to diversify employment opportunities in 
the rural areas. He further emphasised 
on the need for giving greater importance 
to minor irrigation projects and on 
balanced use of manure. He disclosed 
that the Government of India was 
considering a proposal to set up a farm 


insurance Corporation to safeguard the 
interests of farmers against loss of pro¬ 
duction caused by natural calamities. 

The implementation of these proposals 
will, of course, give a strong impetus to 
the production of foodgrains. But 
Mr Swaminathan should have avoided 
saying that “the battle will have to be 
fought in the rural areas where the 
farmers live”. The law and order situa¬ 
tion in the rural areas of West Bengal is 
already unsatisfactory. A cold war at¬ 
mosphere prevails there because of the 
constant tension between landowners 
and peasants, which is encouraged by 
some political parties. In these circum¬ 
stances, was it prudent to speak in terms 
of fight and battle in the rural areas for 
achieving higher production in agricul¬ 
ture? 

The Chief Minister of West Bengal, 
Mr Jyoti Basu, in his speech at the 
seminar on rice, said that farmers often 
did not get a remunerative price even 
when they substantially increased the 
production of foodgrains and commercial 
crops. He referred to the plight of jute 
growers who had to face much hardship 
whenever they produced a bumper crop. 

Fairness to Farmers 

Mr Basu is, of course, justified in plead¬ 
ing for a fair deal for farmers. But is 
the State Government playing its role in 
providing them with the inputs and the 
other facilities required for raising the 
yield? The yield per hectaie of raw 
jute in 1980-81 was 1249 kg while it was 
1412 kg in 1973-74 and 1255 kg in 1971- 
72. The yield of mesta was 905 kg in 
1955-56 but only 840 kg in 1980-81. The 
Central Government has not given 
proper attention to deal with the pro¬ 
blems of jute production. But regret¬ 
tably the State Government too has been 
rather lukewarm in its efforts to improve 
the lot of the farmer. 

In evolving and implementing schemes 
for raising the production of foodgrains 
and commercial crops, it is necessary to 
follow realistic policies in regard to their 
export. Indiscriminate export on short¬ 
term considerations will not only ag¬ 
gravate the people’s hardship but will 
also bring the country’s export promo¬ 
tion drive into disrepute. The Economic 


Survey for 1981-82 says that India 1 # rice 
exports had expanded over 231 per cent 
in 1979-80 and increased further by 2$ 
per cent to reach Rs 156 crores in ISMJCbi 
81, entirely due to higher unit value#.; 
Consumers in West Bengal in recent 
years have been bitterly complaining 
about the awful quality of rice supplied;, 
through ration shops. The State Govern*; 
ment has often taken up this matter with 
New Delhi but without success. Arc th#!., 
huge rice exports in any way responsible 
for the poor quality supplied to consul& 
mers? 




' y ,f 


Red Tape Retards 
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Exports 


■ 4 m 


The discussions at the fifth annual* 
conference of the exporters of engineerifl$.; 
goods in the eastern region, held in C*C 
cutta on March 15, revealed that, despN; 
the simplification of procedures, exporter#^ 
continued to face considerable delay and ' 
difficulty at various stages. Mr. G. 0^;. 
Shah, Chairman of the Engineering Expoc^; 
Promotion Council, (EEPC), referred 
the hardship arising from the uncertain!^, 
about the availability of cash company! 
satory support. When the Government 
fixed the rates of such assistance from Is# 
April 1979, for engineering items, it hadi* 
assured that there would be no change in'] 
the scheme for three years. But the Gov-, 
ernment has been reviewing it form time;! 
to time, which has created doubts amop$j 
exporters about its continuation andi; 
makes them shy of entering into fresh | 
commitments. He therefore suggested; 
that once the scheme was announced,} 
the Government should not change it tb} 
the disadvantage of exporters during 
period when it was to be in force. Htl 
Shah also pointed out that while the com- " 
merce Ministry showed a greater aw**;; 
reness of the vital role of export promo*! 
tion, the other economic ministries werg| 
generally adopting a lukewarm approach^ 

■V'hf 

Mr. M. D. Jindal, Chairman of theS 
EEPC (Eastern Region), spoke about the > 
delay in implementing the price protect* 
ion scheme in regard to the supply of 
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steel. The Government, of India incre¬ 
ased the price of steel on February 9, 
1981. But it was only towards the end of 
July that the Government took action on 
the recommendation of the EEPC for 
giving protection against this price incre¬ 
ase. This delay has been a major cause 
for the set-back to the exports of engi- 
necring goods from the eastern region. 
The target for 1980-81 had been Fixed at 
Rs. 200 crores but the performance till 
the end of December was only Rs. 120 
crores. 

Reimbursement Procedure 

Mr. JindaJ explained that under the 
price protection scheme, the EEPC had 
to scrutinise the reimbursement applica¬ 
tions and send them to the licensing au¬ 
thorities for sanctioning payment. But 
because of the long belay in getting this 
sanction, huge funds of exporters remain¬ 
ed blocked. Mr. Jindal said: “JCCI & E 
offices all over India arc reimbursing 
payments to the exporters but bureau¬ 
cracy of this ollice in Calcutta has raised 
irrelevant points, resulting in payment 
not being made’'. He suggested that “in 
the larger interest of the engineering ex- 
jports the payment should be made expe¬ 
ditiously”. The Government of India 
should examine why the^Calcutta office of 
the JCCI & E has been slow in disposing 
of these applications and what should be 
done to eliminate delays. 

Mr. jyoti Basu who inaugurated the 
conference assured that the Government 
of West Bengal would give all assistance 
to exporters to the extent to which this 
was possible under the present circum- 
staocis. He said that the Government 
would promptly forward to New Delhi, 
with appropriate recommendations, the 
suggestions made by the conference. But 
the main difficulty faced by the engine¬ 
ering industries in promoting production 
and exports arises from the uncertain and 
inadequate supply of power. The back¬ 
ground paper, prepared by the EEPC for 
} the conference, said, that *‘shoitageof 
power is causing nightmares to expor¬ 
ters’*. The paper added that ‘what is 
: most irritating is that not only priority 
supply is denied to exporting units but 
there have always been unscheduled 
power cuts which severely disrupt pro¬ 


duction schedule’ 1 . It revealed that 
there were more than 80,000 small 
scale units in the eastern region which 
could substantially contribute to exports 
if their requirement of power was met by 
the State Governments. Mr. Jyoti Basu 
explained the practical problems in ex¬ 
empting engineering units from power 
cuts. He said however that with the com¬ 
missioning of more power plants and the 
improvement of generation, the export¬ 
ers could look forward to more power 
supply is the coming months. 

The conference discussed other pro¬ 
blems including shipping freight equali¬ 
sation, export finance, and raw material 
constraints and made several recommen¬ 
dations for tackling them. The Govern¬ 
ment of India should take prompt action 
on them so that the eastern region once 
again can occupy a prominent role in 
the country’s export trade. In 1965-66, 
the share of the eastern region in India’s 
total export of engineering goods was 
65.99 per cent but in 1980-81 it had de¬ 
clined to 16.66 per cent. 

At present about 90 per cent of the en¬ 
gineering exports from the eastern region 
is from West Bengal. Of the 1064 mem¬ 
bers of the EEPC from this region, West 
Bengal accounts for 987, Bihar 57, Orissa 
13 and Assam 7. The EEPC is trying to 
persuade industries from these States to 
contribute more to expost promotion. 
Its efforts can produce the desired impact 
only if the Centre and the State Govern¬ 
ments show more seriousness in dealing 
with the exporters’ problems. 


Salem Steel is 
Viable Now 


The Union Minister for Industries Steel 
and Mines, Mr N.D. Tiwari, held out the 
promise of expanding the Salem Steel 
Plant through the establishment of a 
second Sendzimir mill which will double 
capacity for cold rolling from the pre¬ 
sent 32000 and subsequently develop it 
as an integrated steel plant. 

Mr. Tiwari was formally dedicating 
Salem Steel to the nation on March 13. 


Reacting to the bqm&feaf 
Nadu Minister for Industry, Mr S. 
Tirunavukkarasu who presided over the 
function that the steel plant is persently , 
just a rolling mill and to his plea that it 
should becomes fulfledged integrated 
steel plant as per the original decision, 
Mr. Tiwari said that the second phase of 
establishing another Sendzimir mill at an 
estimated cost of around Rs. 50 crores 
would definitely be taken up. He also 
mentioned that since the decision taken 
on setting up Salem steel some twelve 
years ago there have been some funda¬ 
mental changes in steel production tech¬ 
nology. The Government has therefore 
asked the consultants to prepare a 
detailed project report afresh for an 


S' Viswanathan writes 
from Madras 


integrated special and stainless steel plant 
at Salem based on direct reduction pro¬ 
cess. This revived hopes on using lignite 
char from Nayveli. 

Salem was one of three sites in the South 
selected for the setting up integrated steel 
plants. In quick succession Prime Minister 
Mrs Indira Gandhi laid the foundation for 
these projects at Salem, Visakhapatnam 
and Vijayanagar during 1970-71. At the j 
time of laying the foundation stone, * 
nothing was clear: the size of the project, 
the range of products, the raw materials 
and the schedule for construction. The 
acute resources shortage of the early 
Seveties resulted in a rather low priority 
for steel and for some six years nothing 
really happened. Mr. Mohan Kumara- 
mangalam as minister for Steel and 
Mines attempted to salvage by backing 
up a concept of reverse integration: that 
is, by setting up a rolling mill which 
will cold roll imported hot bands to 
produce stainless steel sheets and strips, 
it was felt, after creating the infrastructure 
and getting production commenced, the 
linkages with Steel making from the raw 
material stage could be made. On March j 
13, 1977 the Government sanctioned the 
clearance for the stage I of the project 
to set up facilities for producing 32000 
tonnes of stainless steel sheets and 
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fteam under 
tbe stewardship of a renowned manager 
V. Subramaniam went about constructing 
the project which was commissioned in 
54 months as per schedule on September 
13, 1981, The Salem Steel has been one 
of the few large projects that has been 
set up to strict time schedule and within 
reasonable limits of cost estimates. 


Going is Good 

The going since has been good. The 
steel plant obtained a handsome reduc¬ 
tion in customs duty which helped make 
the project viable. In September last 
when the plant was commissioned Steel 
Secretary Mr A.S. Gill and the then Chair¬ 
man of SAIL, Mr K.C. Khanna expressed 

t e hope that the rate of customs duty 
320 per cent on imported hot bands 
would be reduced. In the project report, 
a rate of duty of only 75 per cent was 
assumed and the steep increase, combined 
with a much higher capital cost than the 
earlier units and a fairly liberal flow of 
imported material through Open Gene¬ 
ral and Replenishment licences threatened 
to make Salem Steel’s products uncom¬ 
petitive. Subsequently the Government 
reduced the rate of customs duty to 125 
per cent and also restricted free imports. 

Executive Director, Mr A.A. Raju said 
in the current year upto the end of March, 

( Salem Steel will be producing 3180 
$jtonncs of stainless steel. Sales are ex- 
' pected in the region oF Rs. 13 crorcs. 
For 1982-83 production is expected to be 
stepped up to 11,000 tonnes, and turnover 
is estimated at over Rs 60 crorcs. At 
this level of operation, Salem Steel is 
expected to be viable. 


An investment of nearly Rs. 170 
crores has so far been made. Some of 
the process and finishing lines are still 
under erection. There are two annealing 
and pickling lines of which the first line 
is ready. The second line is expected to 
be ready only by June. Bharat Heavy 
Electricals Limited in charge of supplying 
electrics and control panels, it was 
stated, contributed to some delay in 
^completing this line. Likewise the Skin 
Pass mill designed to ensure mirror 
finish and supplied by MECON lags 
behind. There were some delays in 


aettiiig ^pr (tuft edit up line, ft is 
gathered that the plant will be fully 
operational around June. 

Presently imported stainless steel hot 
rolled coils are being used. When the 
second annealing and pickling line is 
ready black coils can be used. Already 
the plant has around 1500 tonnes of 
imported black coils lying at the Madras 
Port warehouse. Use of this can bring 
in a saving of around Rs 100 per tonne, 
Mr. Raju referred to the plan to integrate 
facilities of Salem with Bokaro in the 
first stage and subsequently with Durga- 
pur. SAIL, of which Salem Steel is a con¬ 
stituent, is exploring the possibility of im¬ 
porting stainless steel slabs and get them 
hot rolled at Bokaro. Some 500 tonnes 
of such slabs are to be rolled on a trial 
basis at Bokaro. This will bring in 
handsome economies in Salem Steel’s 
operations : slabs are cheaper by around 
Rs 200 per tonne; more interestingly, the 
customs duty on slabs is only 40 per cent 
against J 25 per cent on hot bands. This 
will make Salem Steel much more com¬ 
petitive compared to the well established 
Ahmedabad Advance Mills of Tatas. 
This project is expected to take shape in 
the next 18 months. 

New Stage 

Of course the next stage will be to pro¬ 
duce the stainless steel slabs at the 
Alloy Steel Plant at Durgapur. 

The market has reacted favourably to 
Salem Steel. For one thing, Salem 
Steel's products ensuring computer-con¬ 
trolled rolling to uniform gauges makes 
them more competitive in terms of 
quality. But then the main consumer, the 
manufacturers ef utensils have been con¬ 
tent to use so far stainless steel based on 
scrap produced by rolling mills with 
inadequate facilities for quality control; 
thus price-wise Salem Steel's products arc 
bound to be costlier. Jt is also stated 
that there is a sizable volume of stain¬ 
less steel available in the pipeline, thanks 
to liberal imports permitted for industrial 
users. Thus it might take quite some 
time before marketing outlets are fully 
developed. Possibly SAIL could have 
persuaded the Government and obtained 
the permission for a seeding programme 


that is familiar for fertilizer units. ' if Hot 
instance. SAIL had developed a market 
in stainless steel for products of the type 
rolled at Salem in the last two years 
though imported materials it would by 
now be ready to handle the sizable pro-* 
duct ion Salem. 

Presently hot bands are in a buyer’s 
market. Salem Steel has thus been able 
to procure the best of material at 
competitive prices. There is some con¬ 
cern that integrating these with indigenous 
plants may lead to some compromise on 
qualify. Of course it may be quite some 
time before facilities are integrated with 
Bokaro and Alloy Steel Plant. 

Cherished Dream 

Salem has been a long cherished dream. 
The consultant, Mr M. N. Dastur talked 
almost 25 years ago of beneficiating the 
low grade iron ore of nearby Kanjamalai 
hills and reducing il with the lignite of v 
Neyvcli to produce steel. But copious , 
availability of high grade iron ore made 
the proposition unattractive though the 
regional parties clamoured for an integrat¬ 
ed steel plant backed up by experience in 
other parts of the world. Kudrcmukh 
received the lion’s share of attention; . 
thanks to the deal struck with Iran? 
But for this perhaps, Kanjamalai ore 
could have received much more attention, 

A possibility may be to link Kudrcmukh 
ore through the pelletisation plant at 
Mangalore with Salem where some of the 
latest advances such as Inrad process stated 
to be highly energy efficient could be 
adopted. 

So far there has not been much of 
impact of Salem on an the region’s 
economy. For one thing user indus¬ 
tries require sizable investment. For 
second the State Government has not 
been alert in developing an industrial \ 
complex that could service Salem Steel or 
benefit by it. The lack of interest was 
best illustrated by the casual way in which 
Tamil Nadu Chief Minister, Mr M. G. 
Ramachandran who was to preside over— 
the dedication function cancelled his visit. 
Perhaps the hangover of association of 
his arch rival Mr. M. Karunanidhi with 
the inauguration of the work 12 years 
ago is still haunting him. 
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Window on the World 

“The Great Communicator” 
Faces a Communication Gap 

V. Balasubramanian 


Thi oihik day some much worried 
Republican Congressmen went to the 
White House to compare notes with the 
President about the problems his eco¬ 
nomic programme was running into. 
Reagan, his usual cheerful self and in 
his familiar mood for anecdotes, inter¬ 
rupted them with a particularly hilarious 
one. This was about a welfare dead¬ 
beat who bought an orange by cashing 
a food stamp and then paid for a bottle 
of vodka with the money that was left 
over. The visitors were not amused. 
Indeed, Senator Bob Packwood, 
Chairman of the Commerce com¬ 
mittee, was distinctly annoyed. Later 
be complained publicly that he and 
other Republican leaders had been dis¬ 
mayed at their meetings with the Presi¬ 
dent who had fallen into the habit of 
responding to their concerns “on a 
totally different track." 

“Brisk Conversation’ 9 

Packwood promptly got into trouble 
of sorts within party. Such candour on 
the part of one of its stalwarts, who 
happened also to be the Chairman of 
its campaign committee, was not a 
luxury it could afford in this congres¬ 
sional election year. His colleagues of 
course knew that he had not said what 
was not. Bui they si ill were upset that 
be had said it fui all the gleeful Demo¬ 
cratic houlcs to hear. Packwood, evi¬ 
dently, is a reasonable man. He could 
see that his partymen had a point. So 
he got to the President on telephone and 
said he was sorr>. White House Deputy 
Press Secretary later described the talk 
between these two as “a brisk coversa- 
tion’\ which was also very brief. Reagan, 
not his usual genial self on this occasion, 
told Packwood that he was “pretty upset 


about it”, but added “I accept your 
apology 0 . The Senator’s office lost no 
time in clarifying that he was apologis¬ 
ing for speaking out of turn”. The 
Washington Post wryly noted that the 
impression created by Packwood’s indis¬ 
creet remark, that the “great communi¬ 
cator” was having problems with com¬ 
municating even to the Republican 
leaders who were having to sell his 


Small Talk from 
Washington 


programme on The Hill, “is not much 
mitigated by his (the Senator’s) subsequent 
apology for speaking too publicly on the 
subject”. 

The Republican leader, indeed had 
done much more to upset the President 
than offend his amour propre. Of graver 
consequence to the President’s image was 
the Senator’s much more damaging 
suggestion, also made on the same 
occasion, that, by cxpiessing his pre¬ 
ferences and prejudices on social and 
economic issues the way he was doing, 
the President was running the tisk of 
projecting himself as the totem pole of 
Anglo-Saxon males of forty years 
or over in the US population 
whom the Senator described as a 
diminishing constituency. He went on 
to charge that, in .his way, Reagan 
might be causing permanent damage 
to Republican hopes of their party 
setting up house as the party of 
the majority. With campaign strategists 
less sure now than they ever were since 
Reagan swept the presidential polls 
some eighteen months ago of consoli¬ 
dating the Republican majority in the 
Senate, or moving towards taking control 
of the House which is to be re-elected 


this year, the Republican rank-and-file 
is certainly not happy having its worst 
fears confirmed that the President may be 
alienating Blacks, Hispanics, Jews and 
other ethnic minorities, on top of his 
general estrangement from the working 
class, the poor and the underprivileged 
and the liberal consciousness in the 
female population across the political 
spectrum. 

Republican doubts about Reagan’s 
durability as the best President of the 
United States their party ever has had 
are surfacing precisely when public 
opinion surveys are adding to the 
evidence that people arc beginning to 
wonder whether he has the answers as 
he claims he does. According to the 
latest Harris poll, while the overall 
assessment of the President’s performance 
still remains positive, the majortiy in 
his favour has declined from 67 per cent 
in April last year to 65 per cent now. ^ 

Dramatic Deterioration 

The deterioration has been dramatised 
by 71 to 28 per cent negative rating for 
his concern about the elderly, the poor 
and the handicapped, while his efforts 
to bring the country out of the recession 
have received a negative rating by a 
majority of 69 per cent to 28 per cent. 

No wonder the men of money or 
property, who have so heavily invested 
in the Reigan presidency, are getting 
rattled. They have always known that 
his ability to carry out his economic 
piogrammc, the essence of which is to 
get the Government off the back of 
business, would be conditioned by the 
success he can have in persuading the 
American people that his policies are 
for theii own good. They do not want 
him to risk losing their confidence by 
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command broad support in the nation. 
They are warned that he is tending to 
dig in on positions for which his party 
will simply not be able to muster votes 
in Congress. Their uneasiness is com¬ 
municating itse If to the White House 
officials among whom the talk currently 
is that business groups that had unified 
behind Reagan's economic policies last 
year were currently divided or uncertain 
over the course he was setting for the 
federal budget or the national economy. 

That the President is in imminent 
danger of falling from grace in the 
business and financial communities is 
a reasonable inference from the position 
, that has been publicly taken by the 
\ Business Roundtable, which The Wall 
Si feet Journal identifies and pays obeis¬ 
ance to as “a lobbying group com¬ 
posed of 196 Chairmen of the nation’s 
largest corporations”. Reporting on a 
recent session of the group’s policy 
committee, its Executive Director states, 
“We are deeply concerned by high in¬ 
terest iate$, the size of the projected 
deficits for 1963, 1984 and 1985, and 
don’t believe that they are adequately 
addressed” by the President’s budget. 

Reduced Defence Spending 

To help close tbe projected deficits, the 
group recommends a slower increase in 
defence spending, cuts in social benefit 
payments and changes m the tax cuts. 
Indeed the process of heart-searching 
seems to have gone so far among these 
men of business that one of them has 
foundit possible to suggest thatthe group 
would support a delay in the 10 per 
cent cut m personal income tax rates 
scheduled for July 1, 1983, a possible 
increase m excise taxes in fiscal 1983, 
beginning November this year and even 
a modification of the controversial pro¬ 
vision which corporation lobbyists suc¬ 
ceeded last year into persuading both 
administration and Congress to legislate 
for allowing companies to sell tax 
write-offs and credits for new invest¬ 
ment through leasing arrangements. 

The voice of the Business Roundtable 
is by no means a lone one, for, if the 
business community has a middle name, 




.. 




Kissinger's Bypass 


Last month Henry Kissinger, the second volume of Mime memoirs is 
about to be published under the title “ Years of Upheaval successfully 
underwent triple bypass heart surgery at a hospital in Boston and is now 
convalescing. He was credited with having mode manv quips on his way to 1 
the operation theatre, one of them being that he really wished that he could ' 
have a quadruple bypass surgeiy since that would put him one up on tint 
present Secretary of State, Alexander flaig who has had a triple bypass 
surgery. Such geniality on such an occasion was all the more remarkable 1 

since he had gone through a most unpleasant experience when he and his f 

wife were waiting at the Newark airport in Ness Jersey for their flight to j 1 

Boston. A woman Mho was distributing literature for a pro-nucleai group, jj 

went to him and asked himMhyhehad consciously prolonged the Vietnam 4 

war. As he was walking away, muttering “ Jesus Christ", she let go a 9 

second question: "Why do \ou sleep Mith young boys at the Carlyle hotel?" i 

Whereupon Nancy Kissinger, who it as at her husband's side, flew at his [ 
tormentor and caught her by the throat Mrs Kissinger is now facing a | 

charge of simple assault brought by the othet » oman The latter, beyond | 

saying that she did not know that Kissinger was on his wav to surgery, does J 

not appear to be particularly repentant. Perhaps she may think she has no J 

reason to be. After all, the incident has brought publicity to the organization ' 

she is working for. More people have now heard of the fusion Energy . 

Foundation, a right-wing,political group uhich advocates nuclear energy ' 

development as well as, quite interestingly , an expanding u or Id population. 


K _- - - 


it surely must be “enlightened self- 
interest”. Reagan, the ideo'oguc, is 
slower to realise than Wall Street or the 
board rooms of the ‘fortune five-hundred’ 
that, if the seiies of mounting federal 
budget deficits, projected by his fiscal 
1983 proposals, is not tamed, whether 
by sufficcnt spending cuts, including 
reductions m defence spending, or by 
deferring the later phases of his thtce- 
year mcometax-cut programme, or by 
new excise taxes or other revenue-raising 
measures, or by some combination of 
these means, interest rates will not come 
down, while inflationary expectations may 
revive. In that case, Reagan's plans 
for economic growth in a self-confident 
social envnonment, his supporters in 
the business community realise, may 
simply end up as the wasted good inten¬ 
tions of a President who would be a 
statesman before he knew what it took 
to be a politician for all seasons 

This particular message naturally has 
no difficulty in getting across to the 
Republican managers on T be Hill. To 
make assurance doubly sure that this 
will be listened to and acted upon, the 


~7 

American Hankers Association, MortgRj^ 
Bankers Association of America, NatiMgJlj 
Association of Home Builders, National^ 
Assot union of Realtors and US Leagti$| 
of Savings Associations have cMbpf 
together to take full-page advcrtisemcmnj 
in the newspap is to issue this warning* 


“Prolonged hiah interest rates gft 
ucdtmg an economic and financial crjilty 
in this country In ordei to brio] 
mtcjcstulci down, immediate 
must be taken (o tcducc massive fe<ti 
budget deficits More than anyth! 
else, it is the spectre of an overwhetanh|§ 
\olumc of deficit financing which haunftij 
housing and financial markets and 
the threat of economic and finandfef 
conditions not seen since the 1930s, ) 

\ 

“Given these circumstances, there is 
alternative to (i) Slowing down |f|| 
spending, not excluding defence attrif 
entitlement progiammes; and, if naccfeJ 
sary (2) deferring previously enacSlf 
tax reductions or increasing taxes. laj 
order to have the necessary impact 
financial markets, these actions shouktjj 
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|to taken prior to ftnytaSS«elft*"SIr 

ceiling on the federal debt**. 

One consequence is thdft a chill wind 
[f is now blowing through the corridors of 
|; supply-side economics, while the divine 
| hand that may have tempered the blast 
|Tor the shorn lamb is too busy with 
I troubles of its own. Apparently not 
|deterred by the thought of finding them¬ 
selves on the wrong side of the President, 
|who continues to fortify himself with 
fassuranccs from Republican Congress- 
an Jack Kemp and lesser supply-siders, 

/j other Republican Congressmen are taking 
j^swipes at the economic evangelists. 

I Finance Committee Chairman Senator 
^Robert Dole, for instance, was recently 
^having not altogether quiet fun at their 
^expense. Choosing a Chamber of Com- 
|merce platform here, in the capital, he 
jsolemnly informed that he had news 
for them, both good and bad. “The 
ligood news” he said, “is that a bus load- 
led with supply-siders went over a cliff. 
#The bad news is that there were three 
^empty seats”. He went on to imply that 
pic three who had thus providentially 

P aped were Jack kemp and two of his 
ociates (all of whom were huddling at 
ic time with the President), which, in 
is view, was also part of the bad news. 


I* 


Striving for Consensus 


More seriously. Dole said on the same 
Occasion: “There is a perception out 
|here rightly or wtongly that this ad¬ 
ministration lacks sensitivity, lacks 
Compassion and spends most of its time 
preatning up its programmes to help the 
(lich* Now we can all aiguethat the 

I perception is not accurate, but you see 
| is on a daily basis, morning, noon and 
Sight”. Which is why Dole and 
Jther Republican stalwarts, including 
Inflate majority leader, Howard Baker, 
j&c working hard at getting sufficient 
|)enjocratic support for putting together 
C bipartisan consensus for modifications 
i the administration’s fiscal 1983 pro- 
osals. This, they believe, would help 
fcfuse national concern over the budget 
^ficit scenario without involving com¬ 
promises on the part of the President on 
sues which he claims are basic to his 
ibilosophy for an “American renewal” 
his programme for economic recovery 
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A Spring Recovery in the VS ? 




The US recession is more than seven months old—already longer than the 
1980 recession but still several months under the average length of economic 
contractions since World War II. Statistical indications of future developments 
are mixed, as they generally are at this stage of a cycle . Nevertheless, there is 
an emerging consensus among economists that the cyclical low point will fall 
within the March-May period . There is much less agreement , however , on how 
vigorous or how long-lived the ensuing expansion will be . 

Perhaps the most encouraging development has been the speed and vigour 
with which business has moved to get its inventories back into balance with the 
lower level of sales . The immediate effects of such a response are of course 
negative—a sharp decline in production , and a further cutback in employment 
and income . However , although these developments may be painful, they are 
a necessary part of the process that ultimately brings recessions to an end. 
Inventories were reduced , in real terms , in December , and cutbacks apparently 
have continued since then. In the past, the cyclical tow point in the economy 
has generally been reached within a very few months after inventories began to 
decline. Other favourable signs include a modest downtrend in interest rates , 
and further abatement in the rate of price inflation. The Consumer Price Index 
has risen at an average annual rate of under 5 per cent since last October. In 
the third quarter of last year the rate was over 12 per cent. 

An economic upturn beginning in the spring months would probably be slow 
at first. But fiscal policy will provide a boost in July, when a cut in personal 
income taxes and a rise in Social Security retirement payments will add about 
845 billion (or 2 per cent) to incomes after taxes. That should speed up the 
pace of recovery. Alternatively, if the pessimists are correct and the recession 
continues until summer , the fiscal stimulus should help bring it to an end . 

Even with an early upturn, US economic growth will be modest this year — 
perhaps 1-5 per cent , year-end to year-end. And there is widespread concern 
that performance in 1983 might not be much better. The administration's pro¬ 
jection for 1983 growth is 5.2 per cent , which is four or five times the estimated 
growth for the previous three years combined. In private circles , there are 
fears that growth in 1983 may again be severaly constrained by another re¬ 
bound in interest rates , reflecting the combination of restrictive monetary 
policies and federal deficits that may remain stubbornly over $100 billion a year . 

Source : International Finance 


through increased investment in produc¬ 
tivity. 

Reagan’s perception, however, is 
different. He expects, evidently, to be 
able to repeat his performance of last 
year when he was able to ram down the 
throat of the Democratic opposition most 
of his budget package. The chances 
are that he is sadly mistaken. Most 
Republican leaders, realising this, are 
plainly unhappy with him for his polemi¬ 
cal attack on the Democrats which preju¬ 
dices their own efforts at setting up a 
working relationship with them. They 
are only less disturbed by his onslaughts 
on critics of his policies on both sides 
of the aisle. The President has lately 
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been disposed to show some concessions 
to them by refraining from denouncing 
Republican reservations on issues such 
as the budget deficit or the size of 
defence spending as downright disloyalty 
to their party as well as to his person, 
but he is unrepentant about his casti¬ 
gation of the Democrats as demagogues 
playing politics with the nation's chances 
of economic recovery. 

Unfortunately for him, opposition to 
his policies is linger than the specifically 
political opposition to a Republican 
presidency. Concern about budget 
deficits, high interest rates, the volume 
of unemployment and the intensity of 
the recession cuts across political boun- 
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dariesoreven the frontier <Ht date 
interest. Against this background even 
the tactical victories he is still able to 

* squeeze out of one or the other com¬ 
mittees of Congress could prove costly 
to his main strategic battle on the floor. 
For instance, early this month, in the 
Senate Armed Services committee; the 
Republican majority could be persuaded 
to organise successfully an impressive 
bipartisan vote for the full dollars 283 
billion in new spending authority which 
the administration has requested for the 
defence budget. This, however, was in 
spite of the fact that Republicans them¬ 
selves seem mostly disposed to argue 
that some cut in the defence budget is 
needed to rein in the budget deficits in 
the year ahead. The Senate committee 

* vote therefore cannot be conclusive. All 
that it may really succeed in doing is to 
intensify the pressure on the President 
to consider other options for controlling 
the deficits such as postponing the in¬ 
come tax cuts or levying other taxes such 
as excise duties, while still leaving the 
size of defence spending open to debate. 
The saddest part of it all is that the 
heart of his economic recovery program¬ 
me—that income-tax rates must be cut 
to stimulate saving and investment in 
productivity—is essentially sound, but is 
hampered by the head being clouded by 
notions of a crash plan for absolute 

j military superiority for the United States 

r over the Soviet Union in a nuclear or 
any other war. 


Troubles Plague 
Sudanese Economy 


Although optimism still surrounds 
Sudan*s enormous oil potential, a formid¬ 
able array of problems continues to 
threaten the country’s tottering economy. 
The largest country in Africa in 
geographic area, Sudan is unable to feed 
itself or pay for its food imporrs. Its 
infrastructure is grossly inadequate and 
it is losing desperately needed skilled 
and semi-skilled workers to higher-paying 
OPEC nations. Hopes for the virtually 
bankrupt country’s future rest on signifi¬ 
cantly increased Arab investment— 


currently not very likely because of the 
recent decline in oil earnings—and on 
early exploitation of its petroleum re¬ 
sources. 

Standard Oil Co of California recently 
estimated that Sudan’s probable reserves 
are as high as 10 billion barrels. If so, 
that would move Sudan to 14th place in 
terms of oil deposits, ahead of Indonesia 
and Algeria, By late 1982, over one- 
third of Sudan's land area—or 80 per 
cent of available concession areas ~ will 
be under exploration. Sudan’s oil is 
reported to be of excellent quality. 

Economic Justification 

Sudan has a 26,000 b/d refinery at 
Port Sudan on the Red Sea, and a 
25,000 b/d refineiy south of Khartoum, 
at Kcsti, is planned. Although slated 
to come on-stream in 1983 with initial 
capacity of 15,000 b/d, the Kosti refineiy 
most likely will not be completed until 
1986 because of financial problems. 
No date has been set for oil self-sulli- 
eiency and oil exports are not yet con¬ 
templated. There would have to be 
proven reserves of at least a billion 
barrels before it would be economically 
justifiable to invest an estimated S3 
billion in an export terminal and a pipe¬ 
line to the coast. 

The latest IMF-inspired austerity 
package, adopted by Sudan late last 
year, seeks to revitalise the economy 
and win back the international financial 
community’s confidence. The domesti¬ 
cally unpopular measures included 
devaluation of the Sudanese pound, 
abolition of the two-tier exchange rate 
system, and discontinuation of subsidies 
on essentialconsumer goods. 

In particular, Sudan hopes to lure 
farmers back into cotton production. 
Although declining in importance, cotton 
remains its chief export earner, account¬ 
ing for 36 per cent of total export 
receipts in 1980-81, down from over 
50 per cent in the second half of the 
1970s. In 1980-81, a decline in planting, 
along with pest problems? and a lack of 
rainfall, contributed to a 22 per cent 
drop in cotton production. Combined 
with sharply lower world prices, this 
almost halved Sudan’s export receipts. 
The decline in cotton plantings, caused 


mainly by an inappropriate pattern of 
incentives and crop distribution, has 
wreaked havoc on Sudan’s export per¬ 
formance. Total exports have been 
stagnating in the $500-600 million range 
since 1976-77 and fell below $500 million 
in 1980-91. Since 1975, the value of 
imporrs has been more than double that 
of exports, owing to sharply rising oil 
prices and development expenditures. 
The cost of oil imports alone rose from 
$90 million in 1975-76 to $400 million in 

1980- 91—a quarter of total imports. 
The recent foreign exchange moves, 
coupled with lower sugar imports as 
domestic production has expanded, 
should contain overall 1981-82 imports at 
about the previous year’s level. The 
trade deficit, which reached $1.14 billion 
in 1980-81, should therefore narrow in ; 

1981- 82 if exports return to the level of 
recent years. However, the negative 
balance on the services account will 
deteriorate further as interest payments 
on the foreign debt rise significantly. 
Transfers, on the other hand* are expect* 
ed to record another net positive inflow 
of around $450 million. This should 
prevent an increase in the overall current 
account deficit, which, after ranging 
between $400-500 million during 1975*80* 
has widened to close to $800 million. 

Rescheduling Debts 

Sudan’s inability to attract sufficient 
capital inflows led to payments arrears 
that reached $1.2 billion by 1979. Re* 
schedulings of foreign debt since then 
have left these arrears at an estimated 
$1.0 billion at the end of 1981. Fresh - 
injections of foreign capital will come 
from a just-approved $224-million IMF 
loan, another $75 million from com* 
mercial banks, and emergency bilateral^ 
aid. Sudan is expected to seek reschedu¬ 
ling of its official debt through the Paris 
Club. 

But real GDP growth, which has been- 
averaging a negative one per cent since 
1978, is unlikely to turn more thattj 
marginally positive in the near teriipi 
Inflation, which was still running at;; 
25-30 per cent last October, is likely ta; 
come under further upward pressures 
from the withdrawal of subsidies and the 
currency devaluation. 
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Point of View 

Multinational Corporations 

s. k. jain and Export Promotion 


The author who is associated with the Delhi School of Economics 
suggests that the government should allow liberal entry of multi¬ 
national corporations in the country but at the same time see that 
they do not lay down unwholesome conditions restricting exports to 
various destinations or Indulge in the enigmatic mechanism of 
transfer pricing. The Government should encourage the MNCs to 
undertake more and more exports of processed and higher value- 
added goods. He observes a heartening change in Government's 
policy in agreeing to relax the restriction of 100 per cent export 
obligation by the Free Trade Zone units. 


Multinational Corpora tuns (MNCs) — 
ilso known as Transnational Corpora- 
ions (TNCs) --have come to occupy an 
tnportant place in the economies of the 
teveioped as well as the developing 
IStions. These corporations possess 
Enormous potentials to expand the devc- 
Oping countries’ exports owing to 
cveral advantages they enjoy over the 
ittfional companies. They enjoy compa- 
ative advantages due to their large size, 
rorld-wide contacts and operations, 
ttpular brand names and global net¬ 
work of their branches and affiliates, 
their intimate knowledge of the foreign 
aarkets, greater technical knowhow, 
organisational and managerial capabili- 
ies and greater access to market infor¬ 
mation and other inputs give them an 
idge over the small and gradually 
iteicrging exporters from the developing 
Gantries. 

Some of the developing nations like 
iouth Korea, Hongkong, Taiwan, 
Singapore, etc., provide glaring examples 
jyhere MNCs have played an important 
Ole in expanding and diversifying their 
imports, especially those of manufactured 
products. In a study by Cohen, it was 
minted out that the MNCs contributed 
;oover 50 per cent of Singapore's ex¬ 
erts of manufactures in 1971, over 30 
jer cent of exports from both Argentina 
it 1969 and Columbia in 1970, over 20 
yet cent of such exports from Taiwan 
iftd over 15 per cent from South Korea 
n 1971 .* 


India’s experience in this respect, 
however, has not been encouraging. In 
a study by the Economic Times Research 
Bureau, it was reported that only four 
put of 46 companies with majority 
foreign shareholdings in 1973-74 and 
1974-75 had a ratio of exports to total 
sales of more than 10 per cent. Most 
of the companies had a ratio of less 
than (or equal to) 5 per cent. 2 Similar 
conclusions have been arrived at in a 
recently conducted study by the Indian 
Institute of Foreign Trade (IIFT) on the 
role of TNCs in India's exports. Ex¬ 
tensive field investigations of the per¬ 
formance of the 31 TNC subsidiaries in 
India for the period 1974-77 revealed 
that the preoccupation of these com¬ 
panies had been hitherto with the 
domestic markets. Excepting two or 
three companies, their contribution was 
found to be meagre on merchandise 
account and even negative on current 
account. 3 Though a sector-wise analysis 
does reveal a high contribution of some 
of the MNCs in export promotion, the 
overall performance of all the MNCs 
taken together has been parlous. 

Moreover, whatever exports have been 
undertaken by the MNCs in the past, 
these have occurred solely due to the 
obligation imposed on them to export 
at least five per cent of their output in 
order to be eligible for import licenses 
and other export facilities required for 
import of raw materials and capital 
equipment to be used for manufacture 


of products basically meant for domestic 
markets. 

Since MNCs do not tend to be ex- 
port-oriented, not much efforts have 
been made by them in developing pro¬ 
ducts acceptable to the overseas buyers. 
Even with regard to export marketing, 
it has been observed that most of the' 
multinational corporations promoted J 
their products through parent companies’ 
brand names or trade marks and little 
has been done to popularise Indian 
brands abroad. As a sequel to this, 
Indian products despite some of them 
being of high quality and standards 
have not been able to gain a foothold in 
the overseas markets independently of 
the parent company's name and image. 

Motivation Nooded 

Considering the fact that MNCs have 
significantly contributed to the expansion 
of exports of some of the developing 
countries like Taiwan, Singapore, South 
Korea, etc., India too can greatly benefit 
from their experience and expertise in 
developing and diversifying its exports. 
What is required is to formulate plans 
and policies that can help in directing 
and motivating MNCs to undertake ex¬ 
ports on a larger and a sustained basis. 

A few suggestions in this regard can be 
made. 

In order to involve MNCs increasingly 
in export promotion activities of the 
country, Indian companies should be 
allowed to collaborate with the MNCs in 
all such areas where MNCs can help in 
upgrading the quality and reducing cost 
of production as well. Schemes should 
also be evolved to provide opportunities 
to the Indian companies for joint tender¬ 
ing and subcontracting in the third count¬ 
ries in collaboration with the multina¬ 
tional corporations, particularly in areas 
where Indian entrepreneurs lack capacity 
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of tjleui'g of viry big 
size or complex in nature. However, 
national companies alone should be 
allowed to operate where not much 
expertise is needed or where Indian 
companies hold competitive foothold in 
the overseas markets or where small 
size of the production units does not 
deter them from exporting or where the 
domestic companies do not face much 
competition from the well established 
brands of the overseas competitors. 

Dual Branding 

As regards selling our products under 
foreign brand names, we cannot afford 
prohibiting outright the use of such 
ihames. The foreign names can consi¬ 
derably help us in gaining entry in the 
highly competitive and brand conscious 
markets. However, in order to build a 
positive image of our own brand names 
too in these markets, MNCs should be 
motivated to use Indian names along 
with foreign names. This strategy of 
‘dual branding" can immensely help in 
building a favourable image of the Indian 
brand names in the international mar¬ 
kets. 4 

While granting permission for colla¬ 
boration or setting up subsidiaries or 
branches is India, each and every agree¬ 
ment has to be carefully analysed so as 
j to ensure that no unwholesome condi- 
*tions are laid down prohibiting exports 
altogether or restricting exports up to 
certain volumes or percentage of 

production or directing exports to 

certain destinations 5 or allowing exports 
of only certain products or only after a 
certain time period or prescribing rules 
for determination of export prices or 
use of foreign brand names and trade 
marks. In a comprehensive study by 
the Reserve Dank of India (RBI), it was 
observed that about half of the techno¬ 
logy transfer agreements had some or 
other kinds of restrictive clauses, of 
which 52 per cent related to demarcation 
of the countries to which exports were 
permitted and about 33 per cent to 
stipulations regarding permission of 
collaborations for exports. 6 

Some regulations arc also needed to 
ensure that goods are exported by MNCs 


national corpoiation has been found 
guilty of selling goods abroad at very 
low prices through the enigmatic 
mechanism of transfer pricing. As a 
major portion of the exports of the 
MNCs is directed either to the patent 
company or to the affiliates in other 
countries, multinational corporations 
are able to sell goods from one country 
to another country at considerably lower 
prices under the disguise of intra firm 
transactions, and thus succeed in avoid¬ 
ing taxes and remitting larger funds in 
the form of undervalued products to the 
parent company. It is, therefore, im¬ 
perative to make effective laws to check 
these transfer pricing practices and force 
these companies to make full disclosure 
of all the relevant information. 

In many cases, the multinational 
corporations have been found to be 
setting up ‘export platforms* in the 
developing countries to export cheap 
resources of developing countries to best 
serve the interests of the parent com¬ 
panies without much regard to the 
interests and welfare oflhe host country 7 . 
It is, theiefore, suggested that Govern¬ 
ment should take all the necessary steps 
to ensure that these corporations do not 
merely export raw materials and low 
value added items. The Government 
should also side by side evolve policies 
to encourage MNCs to undertake more 
and more exports of semi-processed, 
processed and higher-value added items. 

The Government should as well allow 
liberal entry of MNCs for setting up 
100 per cent export oriented unirs by 
offering them more and more incentives 


luck as provmoh of regular supply #? ] 
inputs at international prices, tax i 
cessions and other facilities. Due [ 
would have to be taken for streamlining ; 
the existing policies and procedure!^ 
involving inordinate delays and hara^l 
ment of the potential investors with 
view to enhancing the attractive**®^j 
of the schemes of free tffcdii4 
zones and hundred per cent expb|||| 
oriented units. It it heartening to nait|| 
that Government has recently agreed 
relax the restriction of 100 per cel! 
export obligations by permitting 25 
cent of the production units in the Free^j? 
Trade Zones to be sold or used withki^jj 
the country on payment of appropri*t#!j 


duties. 8 
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Ruminations on Tirupati Economic Conference 

Ramoshwar Tandon 


Tha author has givsn his impression* about ths economic cotifsrsnes 
hold In Tirupati last December. Ths prsssnco of various lobblss 
and prsssurs groups In tha country wara strassad at tha confaranca 
and It was obsarvad that tha axistlng political and economic system 
was not conducive to tha percolation of economic benefits to tha 
masses, and policies wara being manipulated to tha advantage of tha 
exploiting classes. Among other subjects discussed, a strong case 
was made for tha flow of technology In tha interests of tha lass 
developed countries. Shortcomings in tha energy policy of the 
country were also highlighted. The author is associated with the 
Institute for Social and Economic Change, Bangalore. 


RfE 64th Annual Conference of the 
[ftdian Economic Association held at S V. 
University, Tirupati, in December 1981 
tr&s memorable for several reasons. The 
good of depression in the economy was 
mderlined by Prof D.M. Nanjundappa 
in his presidential address on rural-urban 
conundrum in Indian planning. For 
pnost of us who are familiar with the 
Plan documents, there is one thing that 
strikes alarmingly. And that is the ap¬ 
proach to the Plan objectives, techniques 
and priorities cover issues relating to 
l^rowth, savings and investment, private 
ind public sectors, inter-sectoral balances, 
etc. Seldom do we come across the re¬ 
cognition of the need for rural-urban 
balance as an important inter-sectoral 
balance in the process of development. 

After three decades of planning, it is 
tather too late to say that the policies 
required for establishing such a rural- 
urban balance were not pursued in a 
Consistent, analytical frame. Instead, 
notwithstanding the objective of improve¬ 
ment of the living conditions of the 
jmasses, the pattern of development has 
proved on contrary lines. The rural-urban 
disparity has been increasing during the 
panning era gaining an alarming di¬ 
stension and provoking disharmony bet¬ 
ween them. 

{ The call for rethinking on Plan priori¬ 
ties was made in the technical session 
on the Political Economy of Underdeve¬ 
lopment. While we get the basic logic 
of underdevelopment from the theories 
of Adam Smith and Marx, both of them 
iyisualiscd the emergence of industrial 
Capitalism. Marx was keenly interested 
fct the issues of exploitation and pauperi¬ 
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sation of the proletariat masses as the 
inevitable effect of private capitalism 
and falling rate of interest. One com¬ 
mon thread runs through both the ap¬ 
proaches—that the medieval society is 
destroyed by the industrial capital and 
who should own the capital becomes a 
more serious point to Marx. 

Difficult Task ? 

The fallacy was exposed by K.M. 
Parchure that the political leaders in the 
poor countries have started feeling wrong¬ 
ly that development is an extremely diffi¬ 
cult task... Also that the underdevelop¬ 
ment complex has crippled strong moti¬ 
vation for progress, diverted our atten¬ 
tion from the positive effort and has en¬ 
slaved our minds. But there is no evi¬ 
dence to support the contention that it is 
the righ t society: its attitude to value 
system, its institutions as family, caste, 
class, religion which have some bearing 
on development. In fact social, political, 
economic systems are influenced by the 
individuals who have unique qualities of 
strong mind and leadership. 

The presence of various lobbies and 
pressure groups in the economy was also 
stressed; also that the continued urban 
bias has been due to concerted efforts of 
the commercial lobby, industrial lobby, 
political power lobby, middle class and 
moralists, lobby, e.g. the civil servants, 
politicians, businessmen, trade union 
leaders, university teachers, rich farmers 
who are in the centre of power struggle. 
The present political system ia India 
could b£ put as an intermediate regime 
in the sense of Kalecki; it is the market 
mechanism tampered with by a few ill* 


conceived and poorly implemented con¬ 
trols that characterises Indian economy. 
We find that the bourgeoisie has over the 
years created entrenched vested interests 
in every field (even among the poor and 
the underprivileged) and created pockets 
of influence in every nook and corner to 
safeguard the system which sustains it. 

Rather a sad realisation now that the 
political and economic system, as it ope¬ 
rates now in the economy, will never 
permit the percolation of benefits to the 
masses and also that policy variables 
may be manipulated to the advantage of 
the exploiting classes. No doubt in the 
earlier period, the exploitation by colo¬ 
nial powers was helped by the feudal 
system. In colonialism, trade is the 
chief instrument of appropriation of 
surplus of the colonies. Here a lot of 
confusion of the hen and egg type. Also 
that the phenomenon of subsistence wage 
here is not so simple as A. Lewis sug¬ 
gested; in the LDCs the labour supply is 
not in terms of individual unit, but the 
family as a whole constitutes the la¬ 
bour unit. 

Circular Causation 

Here the economics of underemploy¬ 
ment is not quite identical with that of 
underdevelopment; even if an economy 
could obtain favourable man-land ratio, 
its underdevelopment can persist due to 
lack of balanced sectoral development. 
Perhaps a more useful explanation could 
be found in Myrdal’s theory of circular 
causation; notwithstanding the experience 
of countries like India, the question still 
stares at us as to why it is not able to 
exercise spread effects over other re¬ 
gions. 

Really more useful questions to ask 
about a country’s development are: 
What has been happening to poverty ? 
What has been happening to unemploy¬ 
ment ? What has been happening to 
inequalities ? If all three of these have 
declined fiom high levels, then beyond 
doubt this has been a period of devdop- 
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been growing worse, it would be strange 
to cal! the result ‘development’ even if 
per capita income is doubled. 1 The con¬ 
ventional case that inequality is conducive 
to savings and accumulation is now al¬ 
ready rejected. The political economy 
of underdevelopment is one that of under¬ 
capitalisation. While the capitalisation 
cannot be said to be the sufficient condi¬ 
tion for development, it is really its 
necessary linchpin. The dichotomy bet¬ 
ween growth and social justice is the 
manifestation of the contradictions gene¬ 
rated by the operation of the laws of 
capitalist growth. The point is that we 
wish to achieve a socialistic distribution 
^merging out of capitalist mode of pro¬ 
duction. 

Useful Questions 

But then in a regime of gioss inequa¬ 
lities, it is not possible to change the 
structure of production in favour of 
items of mass consumption, though ritua¬ 
listic references to this are made in Plan 
after Plan. All this has made nonsense 
of industrial policy and locational plan¬ 
ning. Certain useful questions here could 
be as follows : 

1. Docs the colonial exploitation 
theory explain the whole position ? Would 
the Indian economy have become a deve¬ 
loped one, had it not been exploited by 
.the foreign powers ? 

** 2. How far have internal factors been 

responsible for Indian underdevelopment 
and are many of them not to be found 
in the developed countries of today ? 

3. Does the present economic policy 
need a change ? Which of the various 
theories of underdevelopment is broadly 
acceptable in the context of present state 
of Indian economy ? 

More blood was shed in this session 
due to the presence of stalwarts like 
ProfP.R. Brahraananda, Y. Shanmug- 
sundaram, P.C. Malhotra, P.D. Hajela 
etc. Brahmananda suggested that trans¬ 
fer of technology should help in gene¬ 
rating more employment and more care 
should be exercised in negotiating colla¬ 
boration agreements with various MNCs. 
He wanted that an independent com¬ 
mission be set up to look into the details 


Mention was made of the BHEL- 
Siemens agreement; also we were told that 
there has been utter lack of strong will to 
get the best technology available in the 
world markets, as Japan could do in the 
early 1950s and 1960s. The desire to 
assimilate the modern technology is also 
missing. 

Various technology-related issued have 
been highly controversial as was shown 
in the recently concluded Cancun Summit 
on the Noith-South debates, ongoing 
discussions in the UN meetings as also 
various global models worked out. The 
focus was on various policy implications, 
the philosophical issued involved, appro¬ 
priate technology, code on technology 
transfer, the role of MNCs, etc. 

Two basic facts were underlined in this 
context : One, the origin of most of the 
recent technological development is 
concentrated in a few developed coun¬ 
tries; second, a big chunk of the techno¬ 
logy market is commercialised with pro¬ 
prietary rights in technology. As tech¬ 
nology has several features of a public 
good, the commetcialisation of techno¬ 
logy markets led to several restrictions 
on free exchange of knowledge. 

Role of Technology 

Prof Mrs Yasodha Shanmugsundaram 
alluded to Ayres’ concept of technology 
as one of problem solving processes and 
this results fiom the idea of tool-using. 2 
This scheme of Ayres could be useful to 
analyse the spiead of technical change. 
Based on tool using, it involves skills and 
it is inherently developmental. This is 
rather ongoing process and is in essence 
the law of progress 

We find over the years the focus of 
analysis of technology in the LDCs has 
undergone various changes; the objec¬ 
tives towards technology transfer were 
also redefined. In the early years, prime 
concern was about assimilating the im¬ 
ported technology; then various tax in¬ 
centives were given to encourage techno¬ 
logy flows. It was realised only later that 
this indiscriminate technology import was 
at a very high cost and also led to duali- 
stic pattern of development. Serious 
doubts were also expressed about the 


for the labour-surplus LDCs as also lotI 
adaptationof latest technology available. I 

In the interests of the LDCs, a strong 
case was made for a fliw of technology ! 
which in the ultimate analysis is 
skills, knowledge and procedures fbt 
making, using and doing useful thing** 
“It is true that the belief in this univer* 
sality of knowledge should unite the 
scientists across national fronticis but ihft 
experience of technology imports tell* ft 
different story. 

Controversial Issue 

The cost of technology transfer was thft 
most controversial issue. Indeed the coat 
structure of technology transfers show* ( 
imperfect nature of the markets and it is 
a moot point whether the cost of techno-^ 
logy was really too high in the sense thftt, 
wc got backward technology or whether' 
several units had imported the same 
technology or were allowed to adapt it* v 
It is but natural that we get a rough deftly 
in the technolog} transactions; also th*| 
the buyers worsen their case by repeti* 
tive pruchases of the same technology/ 

Mention was made of the incidence 
of various restrictive practices in techntW 
logy contracts as pointed out in 
UNCTAD studies; The costs related to^ 
(I) the right to use patents, licence*^ 
knowhow and trade marks, (2) techniCftlh 
knowledge and knowhow at the pre* 
investment and operational stage, (3) th* 
price increases in intra-company sales, (41 
the profits capitalised in the acquisition Of? 
shares in the receiving coy, (5) some part 
of the profit of fully foreign-owned subsi¬ 
diaries which have no special provision^, 
to pay for technical transfer from price 
and (6) the overpricing of capital good* 
and equipment. 

Note also that disguised payments arct' 
significant for the most packaged form* 
of technology transfer; there is enoughs 
evidence about the overinvoicing of im* 
ports and underinvoicing of exports. This 
is more acute in case of pharmaceutical^ 
How much of these disguised payment^ 
could be due to technology transfeftj 
as such is a difficult question to answer. 

The fears on technological depefl^j 
dence were also highlighted; that due to 
the policy of importing latest technology* 
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fibcal learning of technical stills \S#re 
| they have some comparative advantage. 
jriAlso that the related infrastructure for 
Ijparning and assimilation may not come 
flip. Really we know so little about the 


ration etc, to'ifHfet# v tflSESir’ 


Bitter criticism 


of the 


long-term effects on the future generations 1 


present patent systems which only serves e.g. the benefits from R and D expend!- 


to retard the transmission of useful tech¬ 
nology to LDCs. A tightening of the 


ture in the alternative energy sources. 


process of assimilation of technical capa- 
|pity in various sectors; then the develop¬ 
ment of technology was also inhibited by 
findiscriminate imports, as the incentive 

r develop local technology is not there. 

It is rather difficult to suggest as to 
|what is the right balance between impor¬ 
ting and developing technology; can the 
J jLDCS do a Japan in terms of developing 
^heir own technology? It is also true that 
Itfae Government here has not participated 


patent system, safeguards and penalties 
was also suggested. 

Our concern over the energy resources 
is part of the world-wide concern. Really 
it is the steadily rising demand for energy 
which has far exceeded the Plan targets. 
This has been due to growing consump¬ 
tion of energy by the farm sector, grow¬ 
ing industrialisation and urbanisation 
and the transport network. 


Over-Capitalisation 

In the planning of investment, we have 
also to guard against the possibility of 
over capitalisation and there are grounds 
to believe that capital; output ratio is 
higher than optimal for energy plants in 
India. But in the field of pricing, there is 
general consensus that the pricing of com¬ 
mercial energy in the country does not 
reflect the real scarcity of the fuels. 


actively in technology transfer, though 
,$he public sector units went in for col¬ 
laboration in the areas of mechanical 
|and electrical goods, chemicals, transport 
equipment. But unless we make better 
|n$e of the installed capacity, we cannot 
* hope to get better terms and conditions. 
H 

K ; 

f... Misplaced Emphasis 

■; Mention was also made of rather mis- 
jlaeed emphasis in the technology studies, 
technology imports, on the financial 
|tild restrictive aspects of technology 
leather than technology as such. The 
jJSCAER studies pointed out the rela¬ 
tionship between quality of technology 
l t»d the price paid 9 . No doubt the foreign 
Suppliers exercise control through 
^'packaged* nature of technology and 
rforms of agreement, royalty rates etc, are 
heavily loaded against us. 
p Now more emphasis should be on the 
development of indigenous technology. 
$t is really unfortunate that in spite of 
Significant rise in the R and D expendi¬ 
ture over the years, it has not been pos¬ 
able to achieve self reliance in any major 
though several units of high techno¬ 
logy were set up e.g. BHEL, ECIL, 
jjlXRDO, ISRO etc. Another rude shock 
jjfjras revealed that there has been signifi¬ 
cant fail in the contribution of CS1R 
;! laboratories along with a marked rise in 
'i 'the in-housc R and D expenditure of the 
^public and private units. 
jp* 1 It is also a fact that the technology 
[and equipment imported in the early 
;? 1960s and 1970s have become obsolete, 

< ihough vigorous efforts have been made 
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Demand for Energy 

We were told that the demand for 
energy has been expanding at a very high 
rate but it has not been possible to make 
use of the energy-capacity created in the 
hydro and thermal plants to full capa¬ 
city. Rather the energy situation has been 
worsening over the years due to erratic 
behaviour of water storage lakes in the 
hydro plants and of coal in case of ther¬ 
mal plants. 

Prof Amita Datt suggested that the 
prc-1970 experience offers little clue to 
the real relationship between energy and 
national product. It is a moot point 
whether in the context of general scarcity 
of energy, India need not emerge as worse 
loser given an appropriate choice of her 
policy alternatives. No doubt the energy 
situation had became worse on account 
of a steep hike in the oil prices. The fact 
remains that the thesis of energy short¬ 
age has been posed in the form of stock 
estimates relative to the projected 
demand. According to some sources, 
the proven oil reserves in India approxi¬ 
mate 528 million tons and natural gas 
reserves about 100 billion cubic metres. 

Moreover in this fast changing world 
of energy prices, uncertainty is very im¬ 
portant and costing, and the observation 
of past trends cannot contribute much to 
future directions. The other controver¬ 
sial issue is to decide on the rate of dis¬ 
count to be applied for long run costs and 
benefits. The standard practice of using 
a discount factor of (1+i) 1 which in¬ 
creases exponentially through time, makes 
long period effects appear negligible in 
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Rather sad that there has been very 
little evidence of energy conservation in 
the country. The energy consumption ^ 
has risen not only in per capita sense, 
but also per unit of GDP. The special 
role of pricing of energy in India arises 
due to its relatively short period impact 
on relieving energy scarcity. Due to un¬ 
certain returns over short period, the 
R and D in the newand renewable energy 
resources is eminently suited as UN 
enterprise. 

As for the balance of payment impact, 
the immediate effect of oil price hike is 
dangerously adverse; the share of oil 
imports has gone up to 35 per cent of 
total imports and 47 per cent of total ex¬ 
port earnings in 1979-80. The available 
data highlight very low elasticity of im- I 
port demand. The low substitutability 
of imports either through production of 
import competitive energy or through 
reduced consumption shows weakness in 
our capacity to adapt to the energy 
crisis. 

The fact remains that for years to 
come the hydro, coal and oil as basic 
inputs will continue to play signifisant 
role in the energy situation. By the mid¬ 
dle of this decade, the demand for coal 
is expected to rise to 168 million tonnes— 
that is about 50 per cent higher than 
the actual production in 1980-81. It is 
regrettable that fires in our mines destroy 
about 15 million tonnes of coal annually 
(equivalent to around Rs 500 crores). 
Despite India having a high potential of 
solar, biogas, windmills, tidal sources, 
these so far have not been tapped on 
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iite' to technical and 
financial oonstnunts. 

The Government bad estimated that the 
\ power demand and supply gap would be 
reduced to 10.5 percent in 1981-82 from 
about 12 per cent in the previous year. 
But this does not take into account the 
power handicap currently being faced. 
Hence at the current pace the goal set up 


r: 1 ^.V# 1 " T- 

by the Planning Commission to generate 
10 per cent surplus power cannot be 
realised. The promise of adding 20,000 
WM additional capacity over the period 
of the Sixth Plan is not at all credible. 
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Sugar Output 


According to the Indian 
Sugar Mills Association 
(ISMA), sugar production 
during the first fortnight of 
February, 1982 (i.e. Feb. 1 
to Feb. 15) was about 728,000 
tonnes as against 591,000 
tonnes during the correspond¬ 
ing period last year. This 
'lings the total production 
a^l February 15, 1982 for 
tsvO season 1981 -*82 to 
"9,50,000 tonnes as against 
?2,05,000 tonnes during the 
corresponding period last 
season. The off-take of 
sugar from factories during 
the first fortnight of Feb¬ 
ruary, 1982 was about 205,000 
tonnes for internal consump¬ 
tion and 46,000 tonnes for 
exports as against 175,000 
tonnes for internal con¬ 
sumption and 8,000 tonnes 
for exports during the same 
fortnight last season. The 
total olf-takc till February 
15, 1982 was about 17,21,000 
tonnes for internal consump¬ 
tion and 114,000 tonnes for 
Exports as against 16,20,000 
tonnes for internal consump¬ 
tion and 8,000 tonnes for 
exports during The corres¬ 
ponding period last season. 
The total closing stock of 
sugar with the factories as 
on February !*, 1982 was 
28,94,000 tonnes as against 
21,74,000 tonnes on the 
same date last season. 

Drugs Export Up 

The export of drugs, in¬ 
cluding fine chemicals, from 
the country went up to Rs 
76.18 crores in 1980*81 as 
against Rs 71.16 crores by 
1979-80, according to data 
^available with the Basic Che¬ 
micals, Pharmaceuticals and 
Cosmetics Export Promotion 
Council. Giving this infor¬ 
mation recently in the Rajya 
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Sabha, the Minister for Pet¬ 
roleum, Chemicals and Fer¬ 
tilisers, Mr Shiv Shanker, 
said that the import of drugs 
including drug intermediates 
and finished formulations 
had comedown to Rs 112.80 
crores in 1980-81 as against 
imports of Rs 120.02 crores 
in 1979-80. 

The Ministej said that 
the Government had taken 
some important steps for 
increasing indigenous pro¬ 
duction of essential drugs. 
Public sector drug manu¬ 
facturing units were imple¬ 
menting their expansion pro¬ 
grammes, the Indian sector 
companies had been granted 
a large number of registra¬ 
tions with DGTD, and a 
large number of licences and 
letters of intent had been 
issued in the last three years 
to all sectors for undertaking 
the production of bulk 
drugs and formulations. 

The Government had also 
approved settingup of joint 
venture formulation units in 
States by public sector under¬ 
takings. In cases where it 
was established that compa¬ 
nies issued letters of intent - 
industrial licences for pro¬ 
duction of essential drugs 
had not implemented them, 
action was taken to cancel 
or revoke such approvals 
and the capacity thus released 
was considered for being given 
to new applicants. Additional 
capacities were also being- 
granted within the framework 
of the New Drug Policy. 

Indo-Korean Trade 

Possibilities of export of 
engineering goods, chemicals 
and agricultural products 
from India to South Korea 
were discussed recently bet¬ 
ween Mr Lee Kyung-Hoon, 
Leader of the Korean delega¬ 
tion for the Indo-Korean 


and 

Dr Charanfit Chanana, 
Minister of State for Industry, 
Steel & Mines. He was ac¬ 
companied by some other 
members of his delegation. 
Mr Kyung-Hoon gave a 
brief resume of the discus¬ 
sions held at the Joint Busi¬ 
ness Council meeting. He 
mentioned that there was 
considerable scope for ex¬ 
panding two-way trade. 

Mr Kyung-Hoon also 
referred to a proposal under 
his consideration for setting 
up a joint venture in India 
for the manufacture of ready¬ 
made garments. This unit 
would be essentially export- 
oriented. Reference was 
also made at the meeting to 
the possibilities of joint 
collaboration in third coun¬ 
tries, particularly in the cons¬ 
truction sector. The Latin 
American and West Asian 
countries came to be speci¬ 
fically mentioned in this be¬ 
half. Mr Hoon mentioned 
that Korea was looking for 
India's partnership at the 
pre-bidding stage. 

The possibility of setting 
up a joint venture in South 
Korea for manufacture of 
tractors and farm implements 
was also discussed. It was 
agreed that while formal meet¬ 
ings may be held once in six 
months or so, the concerned 
party on either side should be 
constantly in touch for in¬ 
creasing the economic and in¬ 
dustrial cooperation between 
South Korea and India. 

Indo-Polish Coopera¬ 
tion in Coal 

Matters relating to co¬ 
operation between India and 
Poland in the development of 
coal industry in India were 
discussed recently when the 
first Deputy Minister for 
Coal & Energy, Poland, Dr 
M. Glanowski and Minis¬ 
ter of State for Coal, Mr 
Gargi Shanker Mishra. The 
areas of existing collabora¬ 
tion in coal mining such as 
Satgram, Monidih and Putki 
Balihari collieries were briefly 
reviewed as also the possible 
new areas of cooperation. 

The supply of Coal Min- 
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hit Machinery by ^dand t# 
India was also discussed. Mr. 
Gargi Shanker Mishra 
pressed interest in obtain* : 
ing Polish technology to half 
the development of the Indtyai 
coal industry. The question 
of supply of spare parts to 
India for the machines 
ready supplied by Poland also 
came up for discussion. Mr 
Mishra also expressed inte¬ 
rest in obtaining the service^ 
of Polish experts to study tht ; 
problem of subsidence in 
Raniganj Town and to recomf, 
mend steps to be taken to; 
deal with the problem. 

There was agreement that 
the present visit of the Polish 
delegation would further 
strengthen the ties of econo¬ 
mic cooperation between the 
two countries. The Polish 
delegation also held talks with 
senior officials of the Coal, 
Department in regard to; 
further cooperation in the 
field of coal industry. 
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WAPC0S Bags 
Contract in Iraq 
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Water and Power Con-.."! 
sultancy Services (India) Linti»|| 
ted (WAPCOS), a Govern*;! 
ment of India Undertaking^!' 
has bagfxd yet another 
major contract worth about 
US dollar 4.2 million (about 
Rs 3.6 crores) to provided 
consulting engineering serr;$ 
vices for the irrigation and. % 
drainage development studies! 
and designs for Kifil-Shina- ; 
iiya Project in Iraq. This work -;: 
is scheduled for Completion 
in 25 months. 

The contract was recently?;; 
signed in Baghdad by Msf | 
Vijendra Singh, Managing^ 
Director, WAPCOS, and") 
the Director General, Gene- 
ral Establishment for Studies ; 5 
and Designs. Ministry of_) 
Irrigation, Government of 5 ) 
Iraq. This comes closely on ’* 
the heels of WAPCOS sue*!] 
cessfully completing ahead 4 
of schedule similar conn^H"^ 
ing engineering services per*** 
taining to Amarah Irrigation £ 
and Drainage Project in that ■*$ 
country. 

Another contract for pro-;? 
viding services of technical s 
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personnel to the Ministry of 
Irrigation, Government of 
Iraq at a consultancy value of 
JUS dollar 42 million (about 
Rs 36.8 lakhs), has also been 
signed recently. 

WAPCOS is already pro¬ 
viding consulting engineering 
services as well as services of 
technical personnel to Govern¬ 
ment of Haq for the various 
departments like the Minis¬ 
try of Irrigation, Ground 
Water Development Autho¬ 
rity, etc. WAPCOS work 
pertaining to consultancy for 
construction of Water Resea¬ 


rch Centre ftt Baghdad is 
currently in progress. 


Acquisition of Ships 

The Union Transport 
Secretary, Mr Mohinder 
Singh had detailed discus¬ 
sions with the representatives 
of the nationalised banks 
on the measures about greater 
coordination between the 
banks. Shipping Develop¬ 
ment Fund Committee(SDFC) 
and the shippirg companies in 
respect of processing of loan 
applications and other allied 
matters. The Transport Sec¬ 


retary tiipfeilsid the 

for an appropriate and quick 
appraisal of the requirements 
of the shipping industry by 
the banks with reference to 
the national interest and the 
national shipping tonnage 
requirements. This, he felt, 
was all the more necessary in 
the context of the prevailing 
international recession in the 
shipping industry and the 
slump in • freight market. 

He also pointed out the 
need for mutual discussions 
between the banks and the 
SDFC and the shipping com- 


smp. aeqaiittfim' 

The following points came 
up for discussion: (1) Asso¬ 
ciation of banks or their 
representatives while pro¬ 
cessing applications for assis¬ 
tance from the shipping com¬ 
panies; (2) The Shipping 
companies may furnish the 
details of the loan applica¬ 
tions to the banks also while 
they apply to the SDFC and 
the Director General (Ship- 
uing); (3) The present pro¬ 
cedures and implementation 
in regard to counter-guarantee 


Department of Atomic Energy 

Directorate of Purchase and Stores 


On behalf of the President of India, the Director, Directorate of 
Purchase and Stores, Department of Atomic Energy, Bombay-400 001. 
invites tenders as detailed below: 

1. DPS: BARC : EtQ : 5211 due on l.4.K\ 100 KV Capacitor 
Voltage Transformers, for lLiabha Atomic Research Centre, as per pur¬ 
chaser's specifications -2 Nos 

2. DPS: BARC': EEQ : 5218 due on 7.4.81 Supply, installation 
testing and commissioning of horizontal split casing centrifugal fan for 
Bhabha Atomic Research Centre. 

3. DPS: BARC: FUR: 5 5J due on 12.4.82 Safety Flow Fume 
Hoods provided with Exhaust Motor 230 V-/0 H3 blower as per our 
tender specifications. 2 No*. 

4. DPS : BARC : PDS : EEQ : 31 due on 12 4 82. Manufacture, 
testing Jand supply of free standing, indoor, extensible skeleton type LT 
switchboard as per purchasers specifications for Bhabha Atomic Research 
Centre. 

5. DPS : STY : 1718 duo on 13.4.8 \ Printing & supply of Envelopes 
in different sizes as per our specimen and tender specifications—10.82,225 
Nos. 

6. DPS: TAPS : TOOL : 517 due on 19.4.82. Ball thrust bearing- 103 

Nos. 

7. DPS : NAPP : PPED : FAB : 129 due on 22A82. Preparation of 
shop drawing, fabrication inspection, testing, guarantee and delivery at 
Narora Atomic Power Project Site of SS Dished Hoads as per Purchaser’s 
Tender document—2 Nos. 

8. DPS: NAPP: PPED : FAB: 145 due on 23.4.82. Design pre¬ 
paration of shop drawings, manufacture, shop testing, inspection assembly, 
supply, crating and delivery of Filter Vessels and Filter Cartridge Support 
Assemblies for Narora Atomic Power Project as per Purchaser's Tender 
document. 

9. DPS : NAPP : PPED : FAB: 168 due on 26.4.82 Fabrication 
and supply of Air Washer Plant as per Purchaser's Tender document— 
1 No. 

It). DPS : BARC : PDS : 77 due on 26.4.82. Digital Stoiage 
Oscilloscope having vertical input DC 0 to 60 MHz Accuracy :~|-3%. 
—I No. 

11. DPS : NAPP : PPED : FAB : 171 due on 27.1.82. Preparation 
of shop drawing, supply of materials, fabrication, inspection testing, ship¬ 
ment and guarantee of Carbon Steel and Stainless Steel Tanks as pci 
Purchaser’s Tender document 2 Nos. 

12. DPS : BARC* : EEQ : 5226 due on 27-4.82. High Current, low, 
voltage stabilized power supply unit a> per purchasers specification for 
Bhabha Atomic Research Centre. 

13. DPS : HWP : FAB : J 20 due on 28 4.82. Fabrication and supply 
of Forgings continuing to ASTM A 350 LF2 as per Purchaser's Tender 
document — 1(0 Nos. 

14. DPS : NAPP : PPED : FAB : 172 due on 28.4.82. Fabrication 
and supply of Morpholine feed Tanks and Hydrozinc feed Tanks as per 
Purchaser's Tender document—4 Nos. 

15. DPS: RRC : MTL : 482 due on 28,4.82. Austenitic Stainless 
steel forged rounds and hollow bars as per tender specifications—3 Nos. 


16. DPS : HWP : FAB : 121 due on 3A82. Design, detailing, fabri¬ 
cation, testing, inspection and supply of High Pressure Test Vessel and 
spares as per Purchaser’s Tender document. 

J7. DPS : HWP : CAP : 629 due on 3.5.82. Sealant Pump handling 
D.M. water Cap. 2.7 tonnes/hr. at 30.0 kg/cm s g—J No. cap. I 0 tonnes/hr. 
at 60.0 kg/cmV - 5 Nos, as per purchaser’s specifications. * 

18. DPS: TAPS : CAP : 126 due on 3 5.82. Heavy duty Centre 
Lathe Machine with standard accessories. Centre heighi : 4:0 mm.. Centre 
distance : 5000 mm Spindle bore : 110 mm—I No 

19. DPS : NFC : GEN: 251 due on 5.4.82. Leather Safety Boots 
- 6000 Pairs. 

TO. DPS : NAPP : PPED : FAB : 174 due on 4.5.82. Manufacture, 
inspection and supply of machined and zinc metalised external split shield 
as per Purchaser’s Tender document—40 Nos. 

21. DPS : BARC: FAB: 258 due on 4.5.82. Fabrication, inspec¬ 
tion and supply of Wall Embedment Liners as per Purchaser's Tender 
document. Qty : 49 Nos. 

22. DPS : MHD : FAB : 8 due on 5.5.82 Fabrication and supply 
of Water Cooled Stainless Steel Channels for ZINC System as per Pur¬ 
chaser’s Tender document—1 No. 

23. DPS : NAPP : PPED : FAB : 17) due on 5.5.82. Design, prepara¬ 
tion of shop drawing, manufacture, testing, inspection supply, packing? 
guirantec and delivery to Narora Atomic Power Project Site of lonfe 
Exchange Vessel as per Purchaser's Tender document. > 

24. DPS : PPED : FAB : 382 due on 6.5.82. Preparation of shop 
drawing, supply of material, fabrication, inspection, testing, delivery and 
guarantee of Stainless Steel. Tanks as per Purchasers Tender document 
—4 Nos, 

25. DPS : R-5 : CAP : 145 due nil 17 5 87. Design, delivery at site, 
supply, installation, testing and commissioning of Heavy Water Vapour 
Recovery Plant with ail accessories and controls, Heater, Condenser, 
Piping etc, as per purchaser’s tender document -1 No. 

26. DPS : NAPP : PPED : CAP : 107 due on 18.5.82. Design, 
manufacture, inspection, shop testing, overload testing, supply, transporta¬ 
tion and guarantee of motor operated monorail hoists Rated Capacity—8 
tonnes as per purchaser’s tender document—5 Nos. 

Import Licence will be provided only if the items are not available 
indigenously except items at SI No. 1 to 5, 7 to 14, 16, & 19 to 24. 

Tender documents priced Rs. 10 each for item Nos. 1,2, 10, & 12 
Rs. 25 each for items 3, 4, 5, 6, 8, 11, 14, 15, 20, 24 and 26; Rs. 35 
each for items 7, 9, 16,19, 22 & 25; Rs. 5J each for items Nos. 17 & 21 
Rs. 75 each for item Nos 18 & 23 Rs. 100 each for item No. 13 and 
General conditions of contracts priced 50 Paisa except items at SI. No, 7 to 
9. U, 1). 14, 16 and 20 to 24 can be had from the Finance and Accounts 
Officer , Department of Atomic Energy, Directorate of Purchase and Stores , 
3rd Floor, Mohatta Building , Pal ton Road , Bombay-400 001 , between 10 
a m to l p.m. on any working day (except on Saturdays). Tender will be j 
received upto 3 p.m. on the due date Sshown above and will be opened J 
at 4 p.m. on the same day. The right is reserved to accept or reject \ 
lowest or any tenders in part or full without assigning any reasons. 
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other matters in respect of 
interest rates, procedures etc. 
also came up for discussion. 

The representatives of the 
banks appreciated the ini¬ 
tiative taken by the Ministry 
of Shipping and Transport and 
the Transport Secretary in 
convening the meeting, since 
such meetings at periodical 
intervals would son out the 
problems, if any and expedite 
decisions in respect of shipp¬ 
ing Companies. Also this 
would provide them with an 
ojpportunity to advise and alert 
shipping companies which 
have deficiencies and have 
some problems. 

(Larsen & Toubro 
'Enters Shipping 

The first two ships bought 
by Larsen & Toubro Limi¬ 
ted (L & T) are named after 
the Danish co-founders of 
the company: m.v. Holck- 
Larsen and m.v. Sorcn 
Toubro. The first of these 
ships was delivered to the 
company on March 12, 1982 
and the second one was sche¬ 
duled for delivery on March 
22. These ships each have 
DWT (deadweight tons) of 
about 27,000. The purchase 
of the ships follows the MRTP 
clearances from the Govern- 
w.mentof L&T’s proposal for 
*8 diversification into shipp- 
* ingand acquisition of vessels 
to an aggregate capacity of 
180,000 DWT. Subject to 
approvals by the Govern¬ 
ment, L&T has also con¬ 
tracted for the acquisition 
of three new ships, of 28,400 
DWT each, from Hitachi 
Zosen, Japan. 

Grants to Voluntary 
Organisations 

Mr B. Shankaranand, 
Union Ministe**of Healthand 
Family Welfare reiterated his 
view that it was necessary to 
achieve more equitable dis¬ 
tribution of medical services 
in the country and for this 
i purpose a clear and meaning¬ 
ful shift of grants in favour 
of rural areas had to be done. 
He urged the members of the 


is affect as possi¬ 
ble to satisfy themselves that 
the grants given were being 
utilised properly. 

The Health Minister was 
presiding over a meeting of 
the grants committee set 
up by the Ministry of Health 
and Family Welfare for mak¬ 
ing recommendations to the 
Government in regard to re¬ 
lease of grants. 

Under the scheme of 
grants to voluntary tuber¬ 
culosis, leprosy, cancer and 
other medical institutions, 
assistance of a non-recurring 
nature is given for purchase 
of essential hospital equip¬ 
ment as also for additional 
construction for expansion 
of hospital, construction of 
operation theatre. X-ray and/ 
or laboratory blocks and 
wards for the poor. The 
grants for equipment are 
100 per cent while those for 
construction are 50 per cent. 
However, in the case of 
Voluntary organisations en¬ 
gaged in the treatment of lep¬ 
rosy, eye diseases and blind¬ 
ness, the construction grant 
will be 100 per cent. The 
maximum amount that can 
be given to an institution in 
a year is Rs 2 lakh. 

Under the scheme of grants 
to voluntary organisations/ 
institutions for setting up 
new hospitals/dispensaries in 
rural areas, non-recurring 
grants are given for pur¬ 
chase of land, construction of 
building for the hospital, 
operation theatre and wards 
and also for purchase of essen¬ 
tial hospital equipment. The 
Central Government gives 
grants to the extent of one- 
third of the estimated ex¬ 
penditure. The balance is 
shared between the State 
Governments and the orga¬ 
nisation concerned. 

Indian Scientists 
Abroad 

For utilising the expertise 
of Indian scientists and 
technologists working abroad, 
an advisory committee 
under the Chairmanship of 
the Minister of State for 
Science and Technology has 


continuing basis, and to 
act as the focal point for, 
all issues related to the return 
of Indian scientists and tech¬ 
nologists from abroad. 

This committee will deal 
with short term visits of 
Indian scientists and tech¬ 
nologists from abroad and 
also those who wish to re¬ 
turn on a long term basis 
including those who wish 
to set up industrial ventures. 
The committee will help in 
analysing and solving prob¬ 
lems and removing bottle¬ 
necks that come in the way 
of these efforts. A complete 
“package programme" is 
being prepared to simplify 
procedures and to provide 
relevant information to 
Indian nationals abroad. 

Ashok Travels & Tours 

Within six months of its 
existence, the Ashok Travels 
& Tours has transacted busi¬ 
ness worth Rs 30 lakhs. The 
travel agency was set up by 
the public sector India Tou¬ 
rism Development Corpora¬ 
tion on October 1, 1981 to 
promote inbound tours to 
India so that ITDC facilities 
arc utilised to the optimum 
level. The agency also pro¬ 
motes and sells low priced 
package tours for domestic 
tourists. Headquartered in 
Delhi, the agency will have 
offices at Calcutta, Bombay, 
Madras and Bangalore. ITDC 
also plans to have agency 
counters in all of its hotels 
to make its services available 
practically at all important 
cities of the country. 

Travdbrs from 
Middle Eait 

The Department of Tou¬ 
rism conducted three courses 
in Arabic language at Bombay 
Airport to assist and facilitate 
travellers from West Asia. In 
these courses, officers from 
Government of India Tou¬ 
rist Office, Customs, Health, 
International Airport Autho¬ 
rity of India, Immigration, and 
security participated. As a 
result, at least one Arabic 
language knowing person is 
on duty at Bombay Airport 


rity of tourists from 
Asia disembark. Some int<&& 
national airlines also m&kjft 
announcement in AraMfl 
language. 

A brochure in Arabic la# 
guage has also been brought 
out to apprise travellers frdtfej 
West Asia about custom^ 
health, immigration and cihsv 
rency regulations. This book¬ 
let is distributed by oversea# 
tourist offices as well as wfc 
the Indian missions abrowjUNj 

Call for Tree •% 
Plantation | 

The Minister of AgricuS 
ture, Rao Birendra $in«i 
has called for a concrete 
tion programme for massiyri 
tree plantation and properpr$S 
tection of the existing fonMl 
resources. In a message on tljH 
occasion of the World Forest™? 
Day observed on March 2fM 
the Minister said the defor#® 
talion in the Himalayas 
elsewhere was costing tfMKS 
country over Rs 1000 millicjm 
every year by way of floofm 
and other damages. The then® 
‘‘Trees for Survival'’, choSf® 
for the World Forcsty DmB 
clearly signified that manki$|| 
needed this resource for Jw 
very survival. 

Landing and ;,9 
Navigational Aid |1 

The landing and na\#|| 
gational aids provided w| 
the airports in the couiitijB 
arc considered sufficient. TMi 
type of aids required fral 
each airport is determi#® 
in consultation with tin 
airlines operators such 
Indian Airlines and All| 
India, apart from the requii® 
ments of Air Traffic Cortfqffi 
This was stated by Mr 
Sharma, Minister of Touris MS 
and Civil Aviation, in tj||| 
Rajya Sabha recently. Til 
improve the visual landttJS 
aids at the various dome&tm 
aerodromes in the Conner® 
an amount of Rs 5.62 crotS® 
has been earmarked j#3 
the Sixth Five Year PWiSI 
It is also proposed to 
ment and replace the radiil 
navigational aids at a totfSJ 
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of R* 51.67 crores, The 
question of removal o£ Slums 
at Bombay airport has been 
taken up with the' Govern¬ 
ment of Maharashtra. 

New Tourist Centres 

A comprehensive scheme 
for the development of tour- . 
ism has been drawn up in 
consultation with the State 
Governments and Upton 
Territories on the basis of 
the travel circuits covering 
441 centres in an integrated 
and planned manner and 
by pooling the resources in 
the Central, State and pri¬ 
vate sectors. Some of the 
new centres being considered 
for development during the 
remaining period of the cur¬ 
rent Plan in the Central sec¬ 
tor arc Guuhati, Susa ram, 
Buxai, Ranchi, Bet I a, Ukkai, 
Narkanda, Shivpuri, Kohima, 
Simlipal, Mewar Complex. 
Jodhpur, Namchi, Kushimtgar, 
Sravasti, Biajbhoomi, Pateh- 
pur Sikri, Dudhawa, Sunder- 
bans, Shillong ar d Imphal. 

Schemes will include the 
development of tourist ir.- 
frastructure such as accom¬ 
modation, transportation as 
also recreational facilities. 
These will be taken up in the 
Gent ra I sec tor d epe r.d i n g 
upon whether such facilities 
already exist, availability 
of funds and in terse prio¬ 
rities. This information was 
given by Mr Khurshed Alam 
Khan, Minister of State for 
Tourism and Givi! Aviation 
in the Rajya Subha recently. 

National Safety 
Awards 

; ;,Mr Bhagwat Jha A/ad 
Minister for Labour presented 
Nations I Sa lei y Awards 
fjph achieving low rate 
cjf accidents recently. Speak¬ 
ing on the occasion. 1 he Mir h- 
ier informed that the scheme 
fcf National Si f ty Awards 
jhad also been extended to 
Cover smaller units. He added 
fha t participation from smal¬ 
ler establishments had rot 
t>een satisfactory this time 
irtd hoped that in the com¬ 
ing years, more a r.d more 
Units would partreipite. 

1,'Mr Jha called upon the 
i- 
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quate attention to adop¬ 
tion of appropriate measures 
for accident prevention. Not 
only the rate of accident 
wot ’d come down, it would 
also result in improvement in 
producti.ity and harmonious 
industrial relations. Many 


to lack of safety cohsclotii- 
ness and inadequate training 
of workers and supervisors. 
He regretted that due atten¬ 
tion to safety training was 
not being paid by majority of 
industrial establishments. 


out that legislation mone,^ 
could not achieve the de-j 
sired results, which coutcH 
only come through joint J 
efforts of managements 'a®r 
workers. The workers and 
trade unions should also 
extend their Fullest coopera- 
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(Small Business 
Oevelopment 

National Alliance of Young 
Entrepreneurs has urged 
creation of a Small Business 
Development Authority to 
guide, promote and protect 
small enterprises, fn a memo¬ 
randum sent to the Union 
Minister for Industry, NAYE 
(ms said that tertiary sectors 
(ike servicing and marketing 
which provided maximum 
opportunities for self em¬ 
ployment, had been neglected. 
Existing Small Industrie*: 
^Tcivel opine nt O r g» n i sa t i o n 
Jftd outlived its utility. It 
designed to promote 
siuall industries which satis- 
lied only a small fraction of 
the immense sclf-cmplovment 
potentiality in India. 

NAYE has said that all 
over the world, small busi¬ 
ness were aided by appro¬ 
priate high-powered nodal 
Government agercics at 


'ttiM.' Wf Sfaefixft* 

several countries, such agen- joined PNB in 1943. During a graduate in Law, joii&SSi 
cies were directly under the the course of 39 years he has 
charge of Heads of State or worked in various capacities in 
Prime Ministers to emphasise 

the importance of small sec- . ■' , -'sj, 

tor. 

NAYE's memorandum has 
further stated that time had 
come to consider if enter¬ 
prises with low capital invest¬ 
ment upto Rs I lakh or an 
annual turnover of Rs 5 
lakhs and employing less 
than 10 persons should not 
be taken away from small sec¬ 
tor and grouped into n self- 
employment sector along with 
rural, cottage, handicraft and 
hand loom industries. This sec- | 
tor accounted for over 90 ] 

percent of units in the present 

small industries sector and Mr S.P. Mcbra Mr Manmohan Shenoi 

yet received scant attention, 1 ° 

priority and fair treatment _.... . . Sv nrf,W» n.„v io« w 




Names in the News 

Mr S. P. Mehra, Deputy 
Genet al Manager, Punjab 
Nation.!I Bank, has taken over 
as its General Manager from 


Mr S.P. Mcbra 

the bank with efficiency and 
hard work. His knowledge 
and experience in banking 
fields arc considerable. 

Mr Manmohan Shenoi has 

been appointed as one of 
the General Managers of 


Mr Manmohan Shenoi 

Syndicate Bank in 1962 and 
headed the Department of Law 
till 1979. He was also holding 
charge of the Planning and 
Development Department fof 
some time. He took over as 
Chief Personnel Manager in 
1976. 
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NATIONAL ENGINEERING INDUSTRIES LIMITED 


JAIPU R 


Manufacturers of: 

BALL AND ROLLER BEARINGS 
TAPERED ROLLER BEARINGS 
STEEL AND ALLOY STEEL CASTINGS 
STEEL BALLS 
AND 

AXLE BOXES FOR RAILWAY ROLLING STOCK 
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rest Rates Scwe, the Bank 
assisted the weakest of the 
weak, at a nominal interest 
rate of 4 per cent, to the ex¬ 
tent of over Rs 2.61 crores 


a’ frisk*' prbBt .of "rs 1 s 1.4t| 
crore against Rs 1.87 crore 
following a marginal decline 
in net sales from Rs 21.81 
crore to 21.65 crore. 


AFFAIRS 


covering over 25,000 borro¬ 
wers. This represented 1.01 
per cent of the bank’s ad¬ 
vances at the previous year- 
end as against the Govern¬ 
ment’s benchmark of one per 


6oodyear India 

. Goodyear India's sales im¬ 
proved during 1981 toRs 109/ 
f Crores from Rs 90.4 crores 
) in 1980. The nett income for 
the year ending December 31, 
1981 rose to Rs 302.23 lakhs 


:<Rs 217.74 lakhs) after pro¬ 
viding depreciation of Rs 
£9.86 lakhs (Rs 63.77 lakhs), 
-investment allowance Rs 38 
ilakhs (Rs 5,25 lakhs) and 
income-tax provision of Rs 
; 348.3 lakhs (Rs 333.8 lakhs). 
^The company's factory at 
•;BalJabgarh produced 743,263 
^automotive tyres as against 
|4539,072 in the previous year. 
*;Powcr shortages continued to 


[impede the productivity pro¬ 
grammes in the plant. 

^ The Board of Directors of 
Company, at a meeting held 
hbn March 9, 1982, recoin- 
liendeda dividend ofRs J.60 
P»er equity share (Rs 1.20) 
^payable out of the year's earn- 
|lng in accordance with law. 
®he proposed 16 per cent divi¬ 
dend will absorb Rs 119.7 
lakhs (Rs 89.79 lakhs) lcav- 
|ing a balance of Rs 182.5 
&khs (127.9) for transfer to 
f preserve and surplus. 


I&tul Products 

jjf' The directors of Atul 
j jjJProducts have reduced the 
! ^dividend from 20 per cent 
8to 16 per cent for 1981 fol¬ 
lowing poor working results, 
tWhile net sales have been 
^marginally higher at Rs 58.35 
feore against the previous 
fycar’s Rs 56.59 crore, the 
&oss profit has declined from 
JJU 8.31 crore to Rs 6.34 
^crore. 

},' After setting aside Rs 2.51 
prort (Rs 2.38 crore) for dep¬ 
reciation, Rs 48.80 lakh 
Jilts 80.70 lakh) for invest- 
■inent allowance reserve and 
;i'3Rs 1.31 crore (Rs 2.21 crore) 
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for the tax liability, there is 
a net surplus of Rs 2.03 crore 
compared to Rs 2.91 crore of 
1980. 

After certain adjustments, 
the disposable surplus is 
Rs 2.24 crore (Rs 2.96 crore). 
Out of this, the recommen¬ 
ded dividend will absorb 
Rs 120 lakh (Rs 150 lakh). A 
sum of Rs 1.04 crore (Rs 1.46 
crore) is to be transferred to 
general reserve. 

State Bank of Bikaner 
and Jaipur 

During 1981, the State 
Bank of Bikaner and Jaipur 
has made further progress 
in all fields, despite unpre¬ 
cedented natural calamities 
in its main area of operation, 
Rajasthan, where floods and 
drought conditions caused 
widespread damage and des¬ 
truction. A few highlights 
of the Bank’s achievements 
in 1981 are: (1) With 525 
branches and 9732 employees, 
three major landmarks were 
crossed--deposits and other 
accounts crossed the Rs 500- 
crore mark, total advancer* 
Rs 300 crores and advances 
to priority sectors Rs 100 
crores. (2) Average deposits 
and other accounts per branch 
amounted to over Rs 1 crore 
per branch. (3) The bank has 
deployed about 60 per cent 
of its advances and about 
80 per cent of its priority 
sector advances in Rajasthan 
alone. (4) The overall credit- 
deposit ratio stood at 66 per 
cent with the ratio in Rajas¬ 
than being about 60 per cent. 
(5) Assistance to priority 
sectors, i.e. small scale indus¬ 
tries, small business and agri¬ 
culture, increased by about 
Rs 26 crores during the year, 
thereby reaching a level of 
about Rs 122 crores or about 
37 per cent of total advances. 


cent. Further, more than 85 
per cent of these advances 
were routed throughthe bank’s 
rural and semi-urban ben¬ 
ches with over 51 per cent of 
the borrowers being scheduled 
castes and tribes, both of 
which were above respective 
benchmarks of 66S per 
cent and 40 per cent set by 
the Government in this re¬ 
gard. 30 branches were open¬ 
ed during the year, of which 
22 or 73 per cent were in 
rural and semi-urban areas. 

Abbott Laboratories 

The directors of Abbott 
Laboratories (India) have 
announced a six per cent 
dividend for the year ended 
November 30, 1981 as against 
ten per cent for the previous 
year. 

The Company has earned 
a gross profit of Rs 25.23 lakh 
against Rs 48.13 lakh follow¬ 
ing a turnover of Rs 12.42 
crore against Rs 10.12 
crore. After depreciation of 
Rs 9.98 lakh (Rs 8.39 lakh) 
and taxation of Rs 7.25 lakh 
(Rs 28.50 lakh), the net pro¬ 
fit is Rs 8.25 lakh compared 
to Rs 11.24 lakh. 

After setting aside Rs 2.75 
lakh (Rs 0.40 lakh) for invest¬ 
ment allowance reserve and 
after making certain other 
adjustments, the available 
surplus isRs 14.12 lakh. The 
proposed dividend will ab¬ 
sorb Rs 5.72 lakh. A sum of 
Rs 8.40 lakh (Rs 17 lakh) 
has been allocated to gene¬ 
ral reserve. 

Anil Starch Keep Up 

The Directors of Anil 
Starch Products are keep¬ 
ing the dividend unchanged 
at Rs 18 per share (including 
a bonus payment of Rs 3 
per share) for 1981. 


The net surplus is Consi¬ 
derably lower at Rs 44.90 
lakh compared to Rs 69.50 
lakh. After providing 
Rs 64.90 lakh (Rs 59.41 lakh) 
for depreciation, Rs 13.85 
lakh (Rs 52.75 lakh) for 
investment allowance and 
Rs 24 lakh (Rs 5.10 lakh) for 
taxation. Out of this, the pro¬ 
posed dividend will absorb as 
before Rs 22.85 lakh. 

BASF India 

BASF India has slashed 
dividend from 20 per cent £b, 
JO per cent for 1981. Ip 

The company had earned :a 
pretax profit of Rs 1.40 
crore against Rs 1.25 crore 
in the previous year follow¬ 
ing a turnover of Rs 19.40 
crorc against Rs 17.11 crore, 
according to brief preliminary 
figures. 

ALer providing Rs 70.50 
lakh (Rs 37.44 lakh) for 
taxation and after certain 
adjustments, there is a sur¬ 
plus of Rs 69.59 lakh com¬ 
pared to Rs 89.23 lakh of 
1980. 

Out of this, a sum of 
Rs 15.15 lakh (Rs 30 lakh) 
has been set aside for transfer 
to investment allowance re-j 
serve. The proposed divi* 
dend will require Rs 15.66 
lakh (Rs 29.66 lakh). 

Swiss Jewels to Enter 
Capital Market 

Swiss Jewels (India) Ltd is 
entering the capital market 
on April 1, 1982, with a pub¬ 
lic issue of 720,000 equity 
shares of Rs 10 each for cash 
at par to part finance its pro¬ 
ject cost for the manufacture 
of 60 million synthetic jewels 
and 400,000 sapphire dial glas¬ 
ses. Jewels are used in preci¬ 
sion measuring instruments, 
electronics, textile, aeronau¬ 
tics, computers, ^holographies 
and watches. The total cost 
of the project is Rs 389 lakhs 
which would be financed by 
equity share capital of Rs 120 
lakhs Central subsidy of 
Rs 15 lakhs. State Industrial 
Development Corporation loan 
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Credittbtf M$>&i<$f4&“■ 
plant and machinery of Rs 
^84 lakhs* The outstanding 
feature of this means of financ¬ 
ing is that the major portior 
of the cost is being fiananced by 
the deferred payment credit 
and equity share capital. M/s. 
Creafin S.A., Zurich, Switzer¬ 
land las provided deferred 
payment credit which would 
cover 85 per cent of the 
imported plant and machi¬ 
nery at a very low rate of 
interest which is approxima¬ 
tely 8.25 per cent per annum. 
This is a floating rate of in¬ 
terest till the date of the ship¬ 
ment of the plant and machi¬ 
nery and once the shipment is 
over, it will be a fixed rate for 
&Ae entire repayment schedule 
which is 66 months from the 
v£tc of commissioning. Tnc 
equity share capital of Rs 120 
lakhs together with this de¬ 
ferred payment credit will be 
financing approximately 88 
per cent of the total cost of 
the project. 

The company has entered 
into a technical collabora¬ 
tion agreement W'ith Swiss 
Jewel Co, S.A. Locarno, 
Switzerland for the supply of 
technical know-how and the 
plant and machinery. The 
company will pay technical 
know-how fees of Sw. Fr, 
2,00,000, The technical col¬ 
laborators are engaged in the 
- ^manufacture of synthetic 
ytlewcls for over 60 years and 
* possesses integrated unit, to 
manufacture raw materials 
and synthetic jewels under 
one roof. The com pap y has 
also entered into a selling 
agency agreement with M/s. 
Torriani S.A. Locarno, Swit¬ 
zerland for the sale of entire 
production of synthetic 
Jewels and sapphire dial 
glasses for which the selling 
agents will be paid 10 per 
cent commission on the FOB 
value. However, the company 
is at the same time allowed to 
market its products within 
India. 


Whitco Merges with 
Sarabhai 

The production of Sara- 
bhai’s well-known brands of 
detergents, such as Det, Super 
777, Swastik Popular etc., 


bhai Ei^erpriaes Limited, will 
be substantially augmented 
by the utilisation of the 
manufacturing facilities of 
Whitco Limited, which has 
a modern automatic plant for 
the manufacture of 10,000 
tonnes per annum of synthe- 
t'C detergents. This will be 
in addition to Swastikas exist¬ 
ing facilities in Bombay, 
Madras and Vapi and the 
new detergent plant of 30,000 
tonnes annual capacity which 
is expected to be Commission¬ 
ed shortly in the Kandla free 
trade zone. As the Whitco 
plant is situated in the Panch- 
mahal district of Gujarat 
State, it is entitled to tax 
benefits applicable to back¬ 
ward areas. Whitco will also 
be eligible for excise conces¬ 
sions. Steps are being taken 
to merge Whitco with Amba- 
lal Sarabhai Enterprises Limi¬ 
ted. 

Shriram Cement 

Shriram Cement Lid is a 
joint sector company pro¬ 
moted by a cement technolo¬ 
gist Dr S.N. Gandhi and 
G.W.S.S.B (A semi Govern¬ 
ment Board of Gujarat) in a 


«w?er 

B&naskantfta. The ; <sotopjmy 
has already obtained an hid us- 
triallicerse in September 1981. 
Total Project cost involved 
in this Project is Rs 645 lakhs. 
The Company will produce 
200 tonne per day ordinary 
Portland cement. The Com¬ 
pany had adopted the latest 
S.P. Dry Process Technology 
which will save in coal con¬ 
sumption. At later stage the 
company intends to install a 
Precalcinator, which will en¬ 
hance the production capa- 
ci ty by 60 per cent. The Com¬ 
pany has been granted a term 
loans of Rs 420 lakhs from 
JDBIJFCL ICICI and GMC. 
As its plant is located in a 
backward district, it has 
received a cash state subsidy 
of Rs 25 lakhs. The balance 
amount is equity of Rs 200 
lakhs which will be met by 
promoters contribution of Rs 
80 lakhs, GIIC contribution 
towards equity of Rs 14 lakhs 
and balance will be offered 
to the public at par. The 
company has already received 
a consent from Controller of 
Capital Issued for the same. 
The company intends to enter 
the capital market in April/ 
May, 1982. The company has 
already complied with all the 


formalities suen 
as mining lease, factory land 
NOC from various boards, 
GEB for power etc. The 
main Taw materials lime 
store, clay gypsum are 
available nearby the plant site. 
Civil works at site are in 
full swing, main plant and 
equipments orders arc placed 
well in advance. The delivery 
will start by this month end. 

Rajasthan Spinning 

Rajasthan Spg & Wvg 
Mills Limited, engaged in 
the manufacture of cotton 
and synthetic blended yarn 
and synthetic fabrics, is 
closing its register of members 
from January 19, 1982 to 
January 21, 1982 in order 

to issue and allot bonus 
shares in the ratio of 1:3. 
This is the fourth bonui. 
issue in the last one decade 
by the company. An origi¬ 
nal investor who had 10 
equity shares in 1970 will now 
have 53 shares. After this 
bonus issue, the company 
will have net worth of Rs 8.37 
crorcs as on December 31, 
1981 comprising of 3.05 
crorcs of equity and 5.32 
crorcs of reserves. The pre¬ 
sent market value of the com- 
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1: Wttus). The book Vatue per 
share after bonus will be 
over Rs 27. Throughout in 
its history, the company 
has a record of steady and 
Consistent growth in view of 
: its corporate policy to plough 
' back profits into further 
> expansions thereby mini- 
i mising its tax liability and 
{ in turn to pay reasonable 
f; dividend and maximum bonus 
to its shareholders. The avc- 
' rage annual return to its 
investors in the last one 
k decade is over 100 per cent. 
The. company is optimistic 
to maintain good return to 
its shareholders in future too, 
keeping in view the satis¬ 
factory working results dur¬ 
ing the current year and the 
various expansion plans of 
the company. 

New Cotton Mills 

The Ahmcdabad New Cot- 
^on Mills Co. Ltd has suf¬ 
fered a sharp set-back in its 
working results for the year 
ended on December 31, 1982, 
The gross profit dropped by 
Us *0 lakh to Rs 98.67 lakh 
in 1981 from Rs 159.08 lakh 
in the previous year. The 
; total sales have, however, 
; gone up from Rs 16,97 crore 
to Rs 18.50 crore in 1981. 

The directors have re¬ 
duced the equity dividend 
by Rs 4 to Rs 15 for 1981. 
Last year, the company paid 
^ a dividend of Rs 19. 

The allocations include: Rs 

2.86 lakh (Rs 3.21 lakh) for 
managerial, remuneration Rs 

55.86 lakh (Rs 39.31 lakh) 
for depreciation, Rs 3 lakh 
(Rs 4 lakh) for donation, Rs 
5 lakh (Rs 26.50 lakh) for 
investment allowance reserve 
and nil (Rs 18.50 lakh) for 
taxation. 

'Jthfi net profit of the com- 
, ri§ny declined to Rs 31.95 
lakh from Rs 53.63 lakh in 
the previous year. 

The company has received 
a refund of Rs 92.24 lakh 
(including interest) from the 
excise authorities in respect 
of disputed blended yarn duty 
paid from 1968 to 1972. As 
the matter is still pending in 
the high court, the company 


separate account. r 

Asoka Mills 

The Asoka Mills Ltd has 
suffered a modest set-back in 
its working results for the year 
1981. The gross profit declined 
by Rs 47 lakh to Rs 1.45 
crore in 1981 from Rs 1.92 
crore in the previous year. 
The sales have gone up to 
Rs 28.51 crore from Rs 25.80 
crore in the previous year. 

Considering the adversely 
affected profits uncertain 
future prospects and the acute 
financial stringency, the direc¬ 
tors of the company recom¬ 
mended a lower equity divi¬ 
dend of Rs 15 for 1981. Last 
year, the company prid a divi¬ 
dend of Rs 18. 

The allocations include: 
Rs 1.47 lakh (Rs 1.65 lakh) 
for managerial remuneration, 
Rs 85.52 iiikh (Rs 71.22 lakh) 
for depreciation, Rs 10 lakh 
(Rs 37.50 lakh) for invest¬ 
ment allowarce reserve, nil 
(Rs 1.50 lakh> for taxation, 
and Rs 3 lakh (Rs 3.5 lakh) 
for donations. 

The net profit of the com¬ 
pany defined to Rs 44.86 
lakh from Rs 57.47 lakh in 
the previous year. 

Arvind Mills Sales Up 

The total sales of the Arvind 
Mills Ltd have risen to Rs 
51.03 crore in the year 1.981 
from Rs 45.20 crore in the 
previous year. The gross pro¬ 
fit of the company, however, 
declined by Rs 34 lakh to 
Rs 3.93 crore ir 1981 as com¬ 
pared to Rs 4.27 crore in the 
previous year. 

The board of directors of 
the company have decided 
to maintain the dividend on 
equity shares at Rs 21 
(Rs 18+3) for 1981. The 
allocations are Rs 3.17 lakh 
(Rs 3.11 lakh) for manage¬ 
rial remuneration, Rs 1.41 
crore (Rs 1.14 crore) for 
depreciation, Rs nil (Rs 11.50 
lakh) for development rebate 
reserve, Rs 19 lakh (Rs 20 
lakh) for taxation, Rs 7 lakh 
(Rs 7.03 lakh) for donation 
and Rs 75 lakh (Rs I crore) 
for investment allowance re¬ 
serve. 


1.86 crore (including last 
year's balance of Rs 37.74 
lakh) as compared to Rs 
1.69 crore in the previous 
year. 

Of this the company has 
allocated Rs 63.97 lakh (Rs 
64.04 lakh) for the proposed 
dividend, transferred a sum 
of Rs 70.48 lakh (Rs 67.08 
lakh) to the general reserve 
and R? 51.12 lakh (nil) to the 
general reserve No. 2. 

Saraspur Mills' Better 
Results 

The Saraspur Mills Ltd has 
produced encouraging work¬ 
ing results considering the 
prevalent critical circums¬ 
tances, in the textile industry 
as a whole. Thefgross profit 
of the company has increased 
slightly to Rs 1.36 crore from 
Rs 1.35 crore in the previous 
year. The total sales have also 
gone up by about Rs 3 crore 
toRs2L18crorcin 1981 from 
Rs 18.11 crore in the pre¬ 
vious year. 

Though the directors have 
maintained the dividend on 
equity shares at Rs 19 (last 
year also Rs 19) but it has 
k-ccommended as Rs 15 plus 
Rs 4 making a total of Rs 
19 as against Rs 14 plus Rs 
5 in the previous year. 

The allocations include: 
Rs 1.18 lakh (Rs 1.19 lakh) 
for managerial remunera¬ 
tion, Rs 3 lakh (Rs 4 lakh) 
for donation, Rs 54.84 lakh 
(Rs 14.12 lakh) for deprecia¬ 
tion, Rs 25 lakh (Rs 27.50 
lakh) for investment allow¬ 
ance and nil (Rs 4.5 lakh) 
for taxation. The net profit of 
the company has increased 
substantially to Rs 51.58 lakh 
from Rs 37.95 lakh in the 
previous year. 

The company has trans¬ 
ferred a sum of Rs 6.42 lakh 
(Rs 11.61 lakh) to the general 
reserve and Rs 41.86 lakh 
(nil) to the general reserve 
No. 2. 

Ravindra Steel 

Ravindra Steel Ltd has 
^reported a set-back in its 
'operations for the year en¬ 
ded September 30, 1981. Al- 


bmhht net j*bfithfcs stam¬ 
ped from Rs 95.22 lakh to 
Rs 13.27 lakh. Taking into» 
account the sum of Rs 61.67/ 
lakh brought in and mak¬ 
ing certain adjustments, the 
surplus available for appro¬ 
priations comes to Rs 73.16 
lakh (Rs 72.67 lakh). A 
dividend of 10 per cent is 
proposed for the year. 

Associated Bearing 
Pays Mora 

The Directors of Associated 
Bearing Company have pro¬ 
posed to step up the equity 
dividend to 20 per cent fel t 
1981 from 17 per cent pail?* 
for the previous year. & 

The company’s gross pro¬ 
fit ha.s increased to Rs 11.76 
crore from Rs 10.70 crore. 
Sales at Rs 39.31 crore show 
an increase of 22.5 per cent 
over that of Rs 32.07 crorc 
for 1980. 

After providing Rs 1.05 
crore (Rs 76.78 lakh) for de¬ 
preciation and Rs 72.64 lakh 
(Rs 54.18 lakh) for interest 
and Rs 5.66 crore (Rs 5.80 
crore) for taxation, the profit 
after-tax amounts to Rs 53.2 
4.32 crore against Rs 3.59 
crore. A sum of Rs 40 lakh 
(Rs 18 lakh) is transferred to 
the investment allowance re¬ 
serves. 

The proposed dividend will 
claim Rs L76 crore against 
Rs 1,50 crore. 

Good Show by GKW 

Guest Keen Williams Ltd 
has shown improved results 
for the year 1981. The pre¬ 
tax profit has risen to Rs 
1297.78 lakh from Rs 920.42 
lakh in the previous year, 
after providing Rs 284.12 
lakh (Rs 267.69 lakh) for 
depreciation. Taxation ab¬ 
sorbs Rs 693.00 lakh (Rs 
573.00 lakh). After writing 
back a sum of Rs 62 lakh 
(Rs 65 lakh) from excess pro¬ 
vision of taxation made in 
earlier years and another sum 
ofRs 8.10 lakh (Rs 5.35 lakh) 
from development rebate re¬ 
serve and making adjust- 
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P ) for a:p^roprijifi<m. Tke 

blc ordinary dividend has 
raised from 14 per cent 
16 per cent absorbing 
Rs 233.59 lakh (Rs 204.39 
lakh). Other allocations in* 
elude Rs 91.00 lakh (Rs 63.00 
lakh) for investment allow¬ 
ance reserve, Rs 5 lakh 
(same) for debenture stock 
redemption reserve and Rs 
488. 63 lakh (Rs 263. 75 lakh) 
for general reserve. Sales rose 
from Rs 13,718.23 lakh to 
Rs 17,059.44 lakh. 


The board of directors has 
recommended subject to the 
consent of the Controller of 
e^Jpital Issues, issue of bonus 
glares in the proportion of 
at parRs 10 each for every 
U.vee held. The proposed 
bonus shares will be made by 
capitalising a sum of Rs 
486,64,060 from the general 
reserve. The existing paid- 
up capital of the company 
is Rs 14,59,92,170 and after 
implementation of the pro¬ 
posed bonus issue the expan¬ 
ded paid-up capital will 
amount to Rs 19,46,56,230. 

Hind Wire Industries 
Increases Dividend 

The directors of Hind 
Wre Industries have stepped 
m the dividend from 12 per 
cent to 15 per cent for the 
year ended September 30, 
1981. The company has shown 
a gross profit of Rs 50.74* 
lakh against Rs 33.92 lakh 
in the previous year follow¬ 
ing sales of Rs 9.29 crore 
against Rs 6.22 crore. After 
providing Rs 7.85 lakh (Rs 
6.79 lakh) for depreciation 
Rs 20 lakh (Rs 4.10 lakh) 
for taxation and R9 2.87 
lakh (Rs 1 lakh) for invest¬ 
ment allowance reserve, there 
is a net surplus of Rs 19.69 
lakh compared to the pre¬ 
vious year’s Rs 20.74 lakh. 
Out of this, the proposed 
dividend will absorb Rs 5.63 
lakh (Rs 4.50 lakh). The com¬ 
pany intends to issue fresh 
capital of Rs 37.50 lakh at 
par by way of rights shares. 


if'ccwfflEftcE And indostaies limited 

Regd. Office: 510 Surya Klran, 19 Kasturba Gaadhi Marg New Delhi-110001 

NOTICE 

It is hereby notified for the information of the public that Bharat Commerce and Industries 
Limited proposes to make an application to the Central Government in the Department of 
Company Affairs, New Delhi, under sub-section (2) of Section 22 of the Monopolies and Res? 
trictive Trade Practices Act, 1969, for approval for the establishment of a new undertaking fot 
the production, supply and distribution of Acrylic Fibre with an annual capacity of 10,000 M- 
Tons, the ex-factory value of which will be Rs 4,000 lakhs approximately. Other particulars of 
the proposed new undertaking arc as under : 


(i) Name of the proposed undertaking. 


The proposed undertaking will be a Divj* 
sion of Bharat Commerce & Industries Ltd, 


(ii) Name(s) or person(s) or authority/authorities Bharat Commerce & Industries Limited will 

■ . _* i 1* t ii . , * _ . _ . i ___ ^ j 1 


proposing to establish the new undertaking. 
Where it is a body corporate, furnish details 
of its management structure together with 
those of the proposed undertaking. 


be Proprietors of the proposed undertaking* 
and the Company is managed by the Board; 
of Directors, consisting of : 


Shri B.K. Birla 
Shri S.M. Dahanukar 
Shri R.L. Binani 
Shri Viren J. Shah 
Shri C.S. Desai 
Shri B.C. Biyani 
Shri C.K. Kejriwai 
Miss T.M. Vakil 


-Chairman 


(iii) Capital structure of the applicant person or 
authority and of the proposed undertaking. 


AUTHORISED 
ISSUED, SUBSCRIBED & 
PAID UP : 

i) 25,000 Preference shares 


--(Nominee* 
Director of 
1DBIJ 

—500 Lakh*? 


of Ri. 100/- each 
(ii) 37,50,000 Equity 51; 
Rs. 10/- each 


- 25 Lakhs | 

—375 Lakha|; 
—400Lakbf| 


(iv) Proposed location of the under-making. Tehsil —BROACH. 'j 

District —BROACH. 

State —GUJRAT 

(v) Brief outline of the cost of the project, the The estimated capital outlay will be approxj- 

scheme and source of-finance. mately Rs. 2,500 lakhs. / ^ 

The 30 M.Tons per day project will be imple¬ 
mented in 2 phases. V 

The proposed project will be financed byl 
Company’s internal resources and borrow-'* 
ings from Financial institutions/Banks. 

Any person interested in the matter may make a representation to the Secretary, Department 
of Company Affairs, Government of India, Shastri Bhawan, New Delhi, within 14 days front 
the date of the publication of this Notice, intimating his views on the proposal and indicating th<?, 
nature of his interest thereon. A 


(v) Brief outline of the cost of the project, the 
scheme and source of finance. 


Place : New Delhi 
Date : 24th March, 1982 


for BHARAT COMMERCE & INDUSTRIES LT£>i 

V.N. PODDAR 
Secretary 

PRATAP-BCI-liT 
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Wholesale Price Movements 


Major Group/Group 


Index Number of Wholesale Prices 
(Base : 1970-71 = 100) 

Weight for the week ending 

in rela-- 

tionto 6-3-82 27-2-82 6-2-82 9-1-81 7-3-81 

‘All Com- Latest A week 4 weeks 8 weeks A year 
modities* week ago ago ago ago 


Percentage Variation over - 

4 


A A 
week month 


Two 

months 


/ 


yeai 


Provisional Final 


, COMMODITIES 

1000.00 

275.0 

275.9 

277.9 

280.2 

269.7 

(- 

-)0.3 

(-)l.O 

(-)1.9 

2.0 

primary Articles 

416.67 

261.0 

263.1 

264.9 

266.8 

251.0 

(- 

-)0.8 

(-)1.5 

( -)2.2 

4.0 

(a) Food Articles 

297.99 

233.4 

235.7 

237.1 

238.1 

218.9 

(- 

-)1.0 

C—)1.6 

(-)2.0 

6.6 

(b) Non-food Articles 

106.21 

233.5 

235.6 

238.7 

243.4 

232.5 

(- 

—)0.9 

(—)2.2 

(—)4.1 

0.4 

(c) Minerals 

12.47 

1,152.0 

1,152.0 

1,152.0 

1,152.0 

1,174.7 


— 

— 

- (- 

—>l-9 

Fuel, Power, Light and Lubricants 

84.59 

437.7 

437.7 

437.5 

437.5 

400.3 


— 

Negl. 

Negl. 

9.3, 

Manufactured Products 

498.74 

259.2 

259.1 

261.6 

264.7 

263.1 

Ncgl. 

( — )0.9 

( — )2.1 (- 

— )1.5 

00 Food Products 

133.22 

247.3 

250.2 

259.4 

271.3 

301.4 

(- 

-)1.2 

(~)4.7 

(-)8.8.,(- 

-)17.9 

(b) Beverages, Tobacco and 












Tobacco Products 

27.08 

216.6 

216.6 

219.1 

216.6 

215.1 


— 

( )1.1 


0.7 

(c) Textiles 

110.26 

224.6 

224.4 

223.6 

223.7 

218.1 


0.1 

0.4 

0.4 

3.0 

(d) Paper and Paper Products 

8.51 

289,7 

289.7 

289.7 

289.7 

268,6 



— 

—— 

7.9 

(e) Leather and Leather Products 

3.85 

359.5 

359.5 

361.6 

361.6 

372.9 


— 

(—)0.6 

(—)0.6 (- 

-)3.6 

(f) Rubber and Rubber Products 

12.07 

296.5 

293.0 

290.8 

293.0 

260.4 


1.2 

2.0 

1.2 

13.9 

(g) Chemical and Chemical 












Products 

55.48 

263.3 

263.6 

264.2 

264.0 

251.1 

(- 

-)0.1 

(-J0.3 

(—)0.3 

4.9 

(h) Non-mctallic Mineral Products 

; 14.15 

343.1 

316.8 

316.9 

317.0 

290.5 


8.3 

8.3 

8.2 

18.1 

(i) Basic Metals, Alloys and Metal 











Products 

59.74 

320.8 

320.3 

320.3 

320.6 

298.5 


0.2 

0.2 

0.1 

7.5 

(j) Machinery and Transport 












Equipment 

67.18 

267.0 

266.9 

266.6 

267.3 

248.3 


Negl. 

0.2 

l-)0.1 

7.5 

(k) Miscellaneous Products 

7.20 

240.3 

241.4 

241.3 

239.3 

238.1 

(- 

—)0.5 

(—)0.4 

0.4 

0.9 


Negl.=Less than ± 0.05 per cent. Source : Office of the Economic Adviser, Ministry of Industry, Government of India. 
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Kote: -Figures for the last three mouths are provisional and generally subject to revision. * Derived series (R.B.I. Classification); Revisions are carried j 
out in the group indices as and when advised by the C.&O. ©Consists of coal and lignite, petroleum crude and products, and electricity, 
f Figures in this row relate to that month in the previous year corresponding to the latest month for which data are presented. 

Original Source: dent**!Statistical Organisational 
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ASSETS 



(brae and Banking Pey artw a ate OmMakb 


'■■y' - 


.1. * *,"• e^‘ ( 


LIABILITIES 


Total 


I, As on last Friday/ Notes _Deposits_ Other ties/ Foreign Gold Govern- Loans and Advances Bills Invest- Other 


| Friday 

i 

V. 

$ 

lv 

?.'■ 

f' 

in 

Circula¬ 

tion 

Total 

Of which 

Central Scheduled 
and Commer- 
State dal 

Govern- Banks 
meats 

Uabili- Assets 
ties 1+24*3 
•"Total 
Stoll 

Exchange Coin 
Assets 1 and 

Bullion 

ment 

of India Total 
Rupee 
Securities 

Of which For- menu 

State Sche- chased 
Govern- duled an ^ 
ments 2 Com- **is- 

mercial counted 

Banks 

Amt,* 


(1)~ 

(2) 

(2a) 

(2b) 

(3) 

(4) 

(5) 

(«) 

0) 

(8) 

(8a) 

(8b) 

(9) 

(10) 

(11) 

r 1^77-78 

8,602 

6,287 

2,771 

1,674 

2,927 

17,816 

3,889 

193 

6,645 

2,106 

402 

331 

2,809 

1,077 

1,096 

; 1978-79 

10,267 

4,876 

723 

2,634 

3,222 

18,365 

4,655 

219 

7,366 

2,352 

170 

546 

1,675 

852 

1,246 

1979-80 

11,820 

5,863 

710 

3.634 

4,169 

21,852 

4,782 

225 

8,891 

2,780 

191 

739 

2,516 

1,255 

1,404 

i 1980*81 

13.733 

6,520 

789 

4,092 

5,108 

25,361 

4,320 

226 

11,110 

3,504 

599 

589 

3,162 

1,593 

1,446 

September, 1981 

13,545 

6,974 

799 

4.709 

5,376 

25,895 

3,319 

226 

11,315 

3,630 

762 

586 

4,237 

1,880 

1,288 

[ October, 1981 

14,350 

6,278 

60 

4,750 

5,669 

26,296 

3,243 

226 

12,125 

4,123 

1,129 

625 

1,406 

3,893 

1,280. 

^November, 198 1 

14,102 

6,088 

78 

4,584 

5,808 

25,997 

3,121 

226 

11.880 

4,111 

1,137 

572 

1,650 

3,741 

1.26# 

; December, 1981 

14,112 

6,426 

70 

4,567 

5,9 J 6 

26.454 

3,276 

226 

15,249* 

4.407 

1,235 

622 

1,659 

333** 

1,303' 

January, 1982 

14,267 

6,815 

67 

4,665 

6,118 

27,201 

3,283 

226 

14,242* 

4,902 

1,555 

682 

2,903 

329** 

1.31.1 

■ February 5, 1982 

14,583 

6,362 

109 

4,201 

6,130 

27,075 

3,112 

226 

14,424* 

4,775 

1,426 

678 

2,859 

321 — 

1.35$ 

? ..February 12, 1982 

14,753 

6,263 

63 

4,170 

6,114 

27,129 

2,867 

226 

14,294* 

4,980 

1,555 

746 

2,920 

489** 

1,354 

| February 19, 1982 

14,601 

6,324 

58 

4,235 

6,184 

27,107 

2,842 

226 

14,237* 

5,064 

1,655 

705 

2,930 

490** 

1,319 

| February 26, 1982 

14,543 

6,555 

58 

4,475 

6,273 

27.371 

2,789 

226 

14.496* 

5,140 

1,697 

710 

2,921 

462** 

1,337 

IA year ago 

13,372 

6,625 

1,277 

3,945 

4,979 

24,976 

4,589 

226 

11,622* 

3,233 

479 

530 

3.390 

383** 

1,533 


7 Foreign securities plus balances held abroad. The latter includes cash, short term securities and fixed deposits. 2 Including temporary overdrafts. 

2 Including rupee coins and Government of India one rupee notes. + Including ad-hoc treasury bills. ** Includes investments in foreign shares/bonds 
but excludes those in rupee securities. 


All Scheduled Commercial Banks -Business in India : 1977-78 to 1981-82 


(Amounts in Rs. Crores) 


. 

[ At on last Friday/ 
f Friday 

3 i 

■ V , 

... 

Deposits 

Borrow 

ings 

from 

Reserve 

Bank 1 

Cash in hand and 
Balances with 
Reserve Bank 2 

Investments 

Bank Credit 4 

Select Ratios 

(in per cent) 

Demanc 

Time Aggre¬ 
gate 
(la-Mb) 

Govern¬ 

ment 

Securi¬ 

ties 1 

Other 

Ap¬ 

proved 

Securi¬ 

ties 

Total 

(4a+4b) 

Total 

Of which 
Food 
Credit 

Cash 

to 

Deposit 

Invest¬ 

ment 

to 

Deposit 

Credit 

to 

Deposit 

Food 

Credit 

to 

Total 

Bank 

Credi 

(9) 

Cash Balances Total 
in with 3aH-3b 

hand Reserve 

Bank* 

J~ • " 

(la) 

Ob) 

(1)~ 

(2) 

(3*) 

(3b) 

(3) 

(4a) 

(4b) 

(4) 

(5) 

(5a) 

(6) 

(7) 

m 

jfe|77<,78 

4,872 

17,340 

22,212 

331 

469 

1,674 

2,143 

5,907 

1,990 

7,897 

14,939 

1,984 

9*65 

35 -55 

67 *26 

13*28 


5,826 

21,190 

27,016 

546 

557 

2,634 

3,19! 

6,621 

2,488 

9,109 

17;795 

2,210 

11*81 

33*72 

65 *87 

J2 42 

■979-80 

6,643 

25,116 

31,759 

739 

616 

3,634 

4,250 

7,444 

3,181 

10,624 

21,537 

2,100 

13-38 

33 *45 

67*81 

9*75 

T980-81 

7,856 

29,991 

37,847 

589 

756 

4,092 

4,848 

9,079 

4,112 

13,190 

25,270 

1,759 

12*81 

34*85 

66-77 

6*9( 

September, 1981 

8.048 

33,448 

41,496 

586 

816 

4,709 

5,525 

10,281 

4.S27 

14,807 

27,063 

1,875 

13*31 

35 68 

65 *22 

6*9* 

October, 1981 

8,317 

33,754 

42,071 

625 

896 

4,750 

5,646 

10,084 

4,670 

14,754 

27,953 

1,925 

13*42 

35 07 

66*44 

6*8< 

November, 1981 

8,307 

34,121 

42,429 

572 

859 

4,584 

5,443 

10,517 

4,736 

15,253 

28,149 

2,093 

12 83 

35 95 

66 34 

7 43 

December, 1981 

8,886 

34,546 

43,432 

622 

859 

4,567 

5.426 

10,082 

4,796 

14,878 

29,08! 

2,304 

12*49 

34 *26 

66*96 

7*9; 

|3anutpy, 1982 

8,666 

34,693 

43,359 

682 

850 

4,665 

5,515 

9,929 

4,899 

14,829 

29,704 

2,433 

12*72 

34*20 

68 *51 

8*H 

^February 5, 1982 

8,512 

34,744 

43,256 

678 

854 

4,204 

5,057 

9,952 

4,926 

14,878 

29,778 

2,453 

11*69 

34 *40 

68*84 

8 *2' 

February 12, 1982 

8,394 

34,800 

43,194 

746 

844 

4,170 

5,014 

9,866 

4,942 

14,808 

29.900 

2,456 

11*61 

34*28 

69 22 

8*2) 

^February 19, 1982 

8,414 

34,763 

43,178 

705 

836 

4,235 

5,071 

9,865 

4,989 

14,854 

29,928 

2,488 

11*74 

34 40 

60*31 

8 3 

February 26, 1982 

8,618 

34,821 

43.440 

710 

833 

4,475 

5308 

9,846 

4.994 

14,839 

29,777 

2,352 

12.22 

34.16 

68*55 

7.9C 

March 5, 1982 

8,575 

34,859 

43,434 

769 

812 

4,614 

5,426 

9,825 

5,001 

14,826 

29,691 

2,366 

12 49 

34.13 

68*36 

7*9' 

A year ago 

7,236 

30,105 

37,341 

536 

747 

4,018 

4,765 

9,254 

3,927 

13,181 

25,027 

1,950 

12*76 

35-30 

67*02 

7*7< 


J* * As available in the Reserve Bank records. 2 As per the styement of affairs of the Reserve Bank of India. 2 At book value; including 

i treasury bills and treasury deposit receipts* etc. 4 Effective July 27, 1979, the data are inclusive of off participation certificates (PCs) issued by 

* < scheduled commercial banks, i.e. to other banks and financial institutions. Prior to this date, the data were inclusive of PCs issued to hanks 

only and not to financial institutions , 


\ EASTERN ECONOMIST 


Mft&CH 26,1982 


828 






Currency with Deposit Money Post Time Total 

the Public of the Public Mi Office M* Deposits M* Post M« $ 

- - (1+2) Savings (3+4) with (3+6) Office (7+1) 

Total Of which Total Of which Bank Banks Deposits 

Notes in Demand Deposits :}. 

Circulation Deposits 

with Banks 



(1) 

(la) 

W 

(2a) 

(3) 

(4) 

(5) 

(«) 

(7) 

(8) 

1977-78 

8,631 

8,631 

5,757 

5,687 

14,388 

1,677 

16,065 

18,518 

32,906 

4,130 

1978-79 

10,220 

10,212 

7,009 

6,843 

17,229 

1,850 

19,079 

22,632 

39,861 

4,777 

1979-80 

11,699 

11,789 

8,248 

7,857 

19,947 

2,036 

21,983 

26,845 

46,792 

5,658 

1980-81 

13,461 

13,688 

9,807 

9,396 

23,268 

2,334 

25,602 

32,046 

55,314 

6,632 

June, 1981 

13,976 

14,393 

9,918 

9,796 

23,895 

2,241 

26,136 

34,251 

58,146 

6,650 

July, 1981 

14,080 

14,402 

9,933 

9,746 

24,013 

2.245 

26,258 

34,878 

58,891 

6,682 

[August, 1981 

13,230 

13,543 

9,901 

9,697 

23,131 

2,253 

25,384 

35,267 

58,398 

6,780 

September, 1981 

13,221 

13,502 

9,813 

9,648 

23,034 

2,259 

25,293 

35,696 

58,730 

6,847 

October, 1981 

13,954 

14,306 

10,088 

9,917 

24,042 

2,259 

26,301 

36,003 

60,045 

6,847 

November, 1981 

13,748 

14,059 

10,048 

9,908 

23,793 

2,259 

26,052 

36,369 

60,162 

6,847 

December, 1981 

13,730 


10,736 

10,532 

24,466 



36,802 

61,268 


January, 1982 

13,916 


10,469 

10,270 

24,385 



36,898 

61,283 


February 5, 1982 

14,231 

■ 

10,239 

10,087 

24,470 



36,960 

61,430 


February 12,1982 

14,409 


10,093 

9,971 

24,502 



37,023 

61,525 


February 19, 1982 

14,268 


10,105 

9,984 

24,373 



36,989 

61,362 


A year ago 

13,205 


8,310 

8,182 

21,525 



32,339 

53,854 







Net National Product at Factor Coat 

This table had earlier appeared in Eastern Economist dated February 19, 1982 (p 486) in Which some mistake* had crept ip 
inadvertantly . The tabic is now reproduced with correct figures .) 


(Rs crores) 


Industry Ac Current Prices At 1970-71 Prices 



1970-71 

!978-79f 

1979-80f 

1980-81® 

1978-79f 

1979-80f 

1980-81® 

1. Agriculture 

16354 

30507 

30738 

37909 

19310 

16723 

18902 

2. Forestry & logging 

397 

990 

1153 

1335 

450 

410 

408 

3. Fishing 

229 

678 

670 

762 

297 

281 

289 > 

4. Mining & quarrying 

327 

1020 

1308 

1473 

442 

451 

4661 

Sub-total: Primary 

17307 

33195 

33869 

41479 

20499 

17865 

20065 i 
/ 

7280 

5. Manufacturing 

4619 

13306 

15498 

17806 

7113 

7078 

5. 1. Registered 

2874 

8342 

9600 

11111 

4459 

4384 

4522 

5. 2. Un-registcred 

1745 

4964 

5898 

6695 

2654 

2694 

2758 

6. Construction 

1853 

4559 

4402 

5107 

2382 

2123 

2105 

7. Electricity, gas & water supply 

318 

1280 

1338 

1508 

605 

618 

650 

Sub-total: Secondary 

6790 

19145 

21238 

24421 

10100 

9819 

10035 

8. Transport, storage & communication 

1574 

4473 

4788 

' 5626 

2547 

2647 

2801 

8.1 Railways 

522 

986 

968 

1099 

731 

717 

709 

8.2 Transport by other means & storage 

834 

2844 

3122 

3698 

1456 

1540 

1673 

8.3 Communication 

218 

643 

698 

829 

360 

390 

419 

9. Trade, hotels and restaurants 

3880 

11263 

12729 

15954 

5791 

5604 

5883 

Sub-total- Transport, Communication & Trade 

5454 

J5736 

17517 

21580 

8338 

8251 

8684 

10. Banking & insurance 

644 

2518 

2817 

3174 

1295 

1275 

1298 

11. Real estate, ownership of dwellings & business 
services 

1039 

2139 

2277 

2444 

1331 

1370 

1410 

Sub-total: Finance and Real Estate 

1683 

4657 

5094 

5618 

2626 

2645 

2708 

12. Public administration and defence 

1635 

4072 

4572 

5448 

2819 

3130 

3502 

13. Other services 

1650 

4343 

4894 

5586 

1984 

2094 

2199 

Sub-total: Community & Personal Services 

3285 

8415 

9466 

11034 

4803 

5224 

5701 

14. Total Net Domestic Product at Factor Cost 

34519 

81148 

87184 

104132 

46366 

43804 

47193 

15. Nel factor income from abroad 

( -)284 

(-J156 

(+.169 

(+)69 

(-160 

(+>18 

(+)18 

16. Net national product 

34235 

80992 

87253 

104201 

46306 

43822 

47211 

17. Population (million) 

541 

648 

663 

678 

648 

663 

678 

18. Per capita net national product 

632.8 

m 

1249.9 

1316.0 

1536.9 

714.6 

661.0 

696.3 


f ©Quick Estimates tPfovisional 

\ 
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